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THE EVOLUTION OF THE LATIN AMERICAN 
ECONOMY IN 1985
I. GENERAL TRENDS
The evolution of the Latin American economy in 1985 was marked by sluggish growth which was, 
moreover, limited to a small number of countries, the deterioration of the external sector, the 
generalization and sharpening of inflation; and the progress made during the second half of the year 
in the struggle against inflation in some of the economies where it had reached extraordinarily high 
levels.
1. The slowdown of the economic recovery and the 
generalization of inflation
Following a steady and marked decline between 1979 and 1983 and a slight recovery in 1984, the rate 
of economic growth again weakened in 1985. Latin America's gross domestic product increased by 
2.8% (less than the 3.4% recorded during the previous year) and as a result, the per capita product 
rose by barely 0.4%. It was consequently 9% lower than in 1980 —the year before the onset of the 
crisis— and was only slightly higher than in 1976 (see table 1 and figure 1).
Moreover, contrary to 1984 —when economic activity intensified in most of the countries of the 
region— in 1985 the region's economic growth came from only a few countries. The only marked 
expansion of overall economic activity took place in Brazil (8.3%) and Cuba (4.8%) while growth 
was either sluggish or negative in Central America, Venezuela, Bolivia, the Dominican Republic, and 
Argentina. Consequently, if Brazil is excluded, the per capita product of the region underwent a 
further decline of slightly more than 2%.
As a result of the adverse evolution of the terms of trade (which fell by 5 % thereby accumulat­
ing a 15% drop over the 1981-1985 period), the rise in national income was once again lower than 
that of the domestic product. Per capita national income —which provides a better indicator of the 
population's standard of living than the per capita product— was stagnant in 1985, as a result of 
which its level was 13.5% lower than in 1980 and equal to that recorded towards the middle of the 
previous decade.
As in preceding years, in 1985 the region's unsatisfactory overall economic performance was 
accompanied by an even less satisfactory trend in fixed capital formation. Fixed capital formation, 
which had undergone an enormous decline of almost 30% between 1980 and 1984, rose by just 2.6% 
in 1985. Consequently, the coefficient of gross investment —which was around 22% prior to the 
crisis—was barely more than 15% in 1985 and was thus the lowest recorded during the whole of the 
postwar period.
Inflation continued to rise and to spread throughout the region in spite of the sluggishness of 
economic recovery, the persistence of high rates of unemployment in most countries, the shrinkage of 
real remunerations in almost all of them, and the further reduction of external inflationary pressure. 
The simple average rate of increase of consumer prices rose from 164% in 1984 to 507% in 1985, 
while the average rate weighted by the population rose from 185% to 275%. These increases were, of 
course, heavily influenced by the extraordinarily high level of inflation in Bolivia (almost 8 200%). 
Nevertheless, the average rate of price increases in the other economies of the region was also very 
high (142%). Simultaneously, inflation became more generalized, as is illustrated by the fact that in 
1985 consumer prices rose by less than 10% in only three of the 19 countries for which data were 
available and rose rapidly in many economies in which inflation had traditionally been very low.
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However, towards the end of 1985, inflationary pressure diminished in several countries in the region 
and experienced a spectacular decline in Argentina, Peru and Bolivia, where the rate of price increases 
had been growing extremely rapidly, thanks to their application of drastic stabilization programmes 
in the second half of the year.
2. The deterioration of the external sector
Contrary to what occurred in 1984, the slight progress made by economic activity in 1985 was 
accompanied by a marked deterioration in the performance of the external sector. As a consequence 
of the sluggishness of world trade —which increased by 3 % in volume, after having expanded by 9% 
in 1984— and of the sharp drops in the international prices of commodities, the value of Latin
Table 1
LATIN AMERICA: MAIN ECONOMIC INDICATORS”
Basic econom ic ind icators




(19 8 0 =
1979
100)
1980 1981 1982 1983 1984 1985"
prices 81.8 86.0 89.0 94.9 100.0 100.5 99.1 96.7 99.9 102.6
Gross national income 81.2 85.9 88.0 94.3 100.0 98.8 94.3 91.5 95.0 97.2
Population (millions)
Per capita gross domestic
310 318 326 334 342 350 358 367 376 384
product
Per capita gross national
90.2 92.5 93.3 97.3 100.0 98.2 94.5 90.1 90.9 91.3
income
Short-term  econom ic ind icators
89.5 92.3 92.3 
Grow<th rates
96.6 100.0 96.5 89.9 85.3 86.5 86.5
Gross domestic product 4.8 5.2 3.5 6.8 5.4 0.5 -1.4 -2.4 3.4 2.8
Per capita gross domestic product 2.2 2.6 1.0 4.2 2.9 -1.8 -3.7 -4.6 1.0 0.4
Per capita gross national income 2.6 3.3 - 4.7 3.6 -3.5 -6.8 -5.1 1.5 0.1
Urban unemployment rater 7.7 7.4 6.8 6.2 6.2 6.6 7.0 8.1 8.2 7.5
Consumer prices'
Term s o f  trade (goods and
13.0 40.4 392 54.6 56.5 58.2 85.3 132.1 186.3 274.5
services)
Current value o f exports o f goods
4.3 5.6 -6.1 5.7 5.6 -4.8 -12.0 -3.8 4.7 -5.1
and services
Current value o f  imports o f goods
15.2 18.0 9.8 33.8 31.3 7.9 -11.1 -0.8 11.4 -4.4
and services 4.4 15.3 16.7 26.5
Billions of dollars
33.3 9.6 -18.8 -27.9 3.9 -1.6
External sector
Exports o f goods and services 47.3 55.8 61.3 82.0 107.6 116.1 103.2 102.4 112.9 108.6
Imports o f goods and services 51.9 59.8 69.8 88.2 117.8 128.7 104.5 75.4 78.9 77.6
Trade balance (goods and services) -4.6 - 4 .0 -8.5 -6.2 -10.0 -12.8 -1.4 26.2 332 30.7
Net payments o f profits and interest -6.8 -8.2 -10.2 13.8 18.5 28.1 39.7 34.4 36.0 35.0
Balance on current account 11.0 -11.9 -18.4 -19.7 -28.0 -40.3 -41.0 -7.6 -1.9 -3.2
Net capital inflow 17.8 17.2 26.2 29.1 29.4 37.5 20.0 3.2 10.2 6.0
Balance o f payments position 6.8 5.3 7.8 9.4 1.4 -2.8 -21.0 -4.4 8.3 2.8
Official international reserves 
Balance o f disbursed external debt
22.8 27.8 36.5 46.8 53.8 46.1 32.3 30.5 37.1 33.5
Gross total external debt 102.7 122.0 155.2 187.1 230.4 287.8 330.7 350.8 367.3 373.7
N et total external debt* 79.9 94.2 118.7 140.3 176.6 241.7 298.4 320.3 330.2 340.2
Source: EC LAC, un the basis of official figures.
"All figures refer to the 20 countries listed in table 2, excepr Cuba. Provisional figures. 'Percentages.
Up to 1978 this corresponds to the weighted average rate of 15 Latin American cities. From 1979, it represents the weighted average rate for 
the 25 largest cities in Latin America excluding Havana, Santo Domingo, Fortaleza,Curitiba,Guayaquil,Sanjuan(Puerto Rico) and Guatemala 
City (for want of comparable data). 'December-to-December variation. Foreign exchange, plus Special Drawing Rights (SDRs),
monetary gold valued at the London price per troy ounce fine, reserve position in the International Monetary Fund (IMF), less use of IMF 
credit. 'Gross total disbursed external debt, less official international reserves.
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Figure 1
LATIN AMERICA: MAIN ECONOMIC INIHCATORS
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Source: ECLA C, on th e  basis o f  official data,
aA n n u a l grow th rate. ’’W eighted average annual rate fo r 18 o f  th e  25 m o st p opu lous cities o f
L atin  A m erica. P e rc e n ta g e  varia tio n  from  D ecem ber to  D ecem ber; 1984 and 1985: excluding Bolivia.
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Figure 1 (concluded)
¿B illions o f dollars. P ercen tag es .
American exports of goods fell by nearly 5%, even though their volume increased by almost 2% for 
the region as a whole and continued to expand vigorously in the case of the non-petroleum-exporting 
countries.
As a result of this shrinkage in the value of exports, the trade surplus declined despite the 2% 
decrease in the amount of imports. After having increased more than fourfold between 1982 and 
1984, when it reached the unprecedented figure of US$ 38 billion, the trade surplus fell to US$ 34.5 
billion in 1985.
Moreover, the fall in the trade surplus was sharper than the decrease in net transfers of profits 
and interest and the drop in net payments for services combined. Consequently, the current account 
deficit, which had plummeted from US$ 41 billion in 1982 to barely US$ 1.9 billion in 1984, rose to 
US$ 3.2 billion in 1985. While for the region as a whole the current account deficit was equal to only 
3% of the value of exports of goods and services (considerably lower than the more than 35% 
recorded in 1981-1982, reflecting the enormous adjustment effort carried out by a large number of the 
Latin American economies), in Bolivia, Paraguay and the countries of Central America and the 
Caribbean, the current account deficit continued to represent a very high proportion of external sales.
The unfavourable external environment was also apparent in the decline in net capital inflow, 
which in 1984 had partially recovered from its enormous slump of the previous biennium. Its level of
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US$ 6 billion was only slightly higher than the current account deficit. Consequently, the balance of 
payments, which had showed a surplus of US$ 8.3 billion the year before, closed with a surplus of 
US$ 2.8 billion in 1985.
The net figure for loans and investment was also lower than that of net transfers of profits and 
interest. As a result, for the fourth year running Latin America was obliged to transfer resources 
abroad. The amount transferred was US$ 29 billion, which represented a diminution of the region's 
import capacity equal to approximately 27% of the value of exports of goods and services. Hence, the 
total transfer of resources abroad resulting from financial movements was US$ 106 billion for the 
1982-1985 period (see figure 2).
In view of the huge relative size of this transfer, its restrictive impact upon import capacity and 
the considerable drain on domestic savings which it entailed, the transfer of resources abroad 
continued to represent the principal impediment to the renewal of a process of sustained economic 
growth.
Of course, the diminution in the inflow of loans also meant that the rate of growth of the 
external debt continued to decline sharply in 1985. At the end of the year the external debt was 
approximately of US$ 374 billion. Consequently, its rate of growth was only 1.7%, considerably 
lower than the almost 5 % rate reached in 1984, and in even sharper contrast to the levels of 10% and 
23% recorded on average in 1982-1983 and 1979-1981, respectively. Moreover, this very limited 
expansion of the debt meant that in 1985 it fell in real terms for the first time in the region's recent 
history.
In spite of the scant increase in the external debt, in 1985 the debt/export ratio again rose as a 
result of the decline in exports of goods and services. This coefficient, which had fallen to 3.26 in 1984, 
rose to 3.45 in 1985, a figure which is only comparable to that of 1983 and which was far higher than 
those registered prior to the crisis. The shrinkage in the value of external sales also meant that, in 
spite of the fall in interest payments, the interest/exports ratio remained at a very high level of 
around 35% for the third consecutive year.
II. PRODUCTION
1. The rate and structure of economic growth
As already mentioned the rate of growth of economic activity slackened in 1985. The gross domestic 
product increased by 2.8%, somewhat less than the 3.4% recorded the previous year. Consequently, 
the per capita product —which had undergone a continual decline between 1981 and 1983, but had 
risen by 1% in 1984— grew by just 0.4% in 1985.
However, even more so than on previous occasions, these regional averages masked considera­
ble differences in the evolution of economic activity in the various Latin American countries. If Brazil 
(which grew by more than 8% and which was alone responsible for approximately 30% of regional 
production of goods and services) were excluded, there would have been no increase at all in the 
overall product in 1985 and the per capita product, rather than having risen slightly, would have 
fallen by somewhat more than 2% (see table 2).
The sluggishness of the economy was, moreover, widespread. A perceptible increase in per 
capita product occurred only in Brazil and Cuba, while in Ecuador, Panama, Paraguay, Haiti and Chile 
it increased by approximately 1%; it remained practically stable in Colombia, Mexico and Uruguay 
and fell in the 10 other economies of the region for which figures were available (see table 3).
Thus, in 1985 the already pronounced shrinkage in the per capita product registered as from 
1981 in a large number of Latin American countries grew even sharper. During the five years 
between 1981 and 1985, this indicator fell by approximately 22% in El Salvador, Bolivia and 
Venezuela; by more than 18% in Argentina, Uruguay and Guatemala; by between 13% and 15% in 
Peru, Haiti and Honduras; and by over 11 % in N icaragua and Costa Rica. The per capita product also 
diminished in all of the remaining economies in the region during this period, with the exception of 
Cuba —where it rose considerably— and Panama and Colombia, where it remained virtually 
unchanged.
In Brazil, overall production —which had already made a partial recovery from its decline in the 
1981-1983 period— rose thanks to the generalized expansion of the main economic activities.
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LATIN AMERICA: NET CAPITAL INFLOW AND TRANSFER OF RESOURCES
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Table 2
LATIN AMERICA: TOTAL GROSS DOMESTIC PRODUCT




1980 1981 1982 1983 1984
1985" 1981­
1985 1985"
Latin America 4.0 6.1 0.5 -1.4 -2.4 3.4 2.8 2.5
Argentina 0.6 4.2 -6.7 -6.2 3.0 2.3 -4.4 -12.0
Bolivia 3.9 0.7 0.4 -2.8 -6.5 -0.8 -1.7 -11.3
Brazil 6.0 7.6 -1.9 1.5 -2.6 4.9 8.3 9.9
Colombia 4.8 4.8 2.3 1.1 1.2 3.7 2.5 11.1
Costa Rica 5.6 2.8 -2.3 -7.2 2.8 7.3 1.7 1.3
Cuba' 6.0a 0.5 16.0 3.8 4.9 7.3 4.8 42.1
Chile 2.0 7.7 5.2 -13.0 -0.5 6.2 2.4 -1.2
Ecuador 6.4 4.9 3.8 1.2 -1.2 4.5 4.4 13.0
£1 Salvador 5.4 -5.3 -8.4 -5.6 0.6 1.5 1.4 -10.6
Guatemala 5.7 4.5 1.0 -3.3 -2.7 0.3 -1.0 -5.9
Haiti 3.7 7.4 -2.7 -3.4 0.7 0.5 3.5 -1.8
Honduras 5.8 4.7 0.7 -0.5 -1.2 2.6 1.7 3.0
Mexico 5.6 9.2 8.4 - -5.1 3.6 2.5 8.9
Nicaragua 1.5 -10.9 5.4 -0.8 4.5 -1.4 -2.6 4.8
Panama 3.5 9.7 4.0 5.0 - -0.3 3.4 12.2
Paraguay 8.8 11.3 8.7 -0.6 -2.9 3.3 4.1 12.5
Peru 1.4 4.7 4.0 0.1 -11.9 4.2 1.7 -3.0
Dominican Republic 4.7 5.2 4.0 1.4 4.4 0.5 -2.1 8.1
Uruguay 4.2 6.1 1.5 -10.0 -6.0 -2.1 0.6 -15.6
Venezuela 3.0 -0.3 -0.9 -1.2 -5.5 -1.0 -1.1 -9.7
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Average, excluding Cuba. ’Refers to global social product. ’’Refers to period 1976-1978.
Particularly noteworthy were the revival in manufacturing and construction, the expansion of mining 
and petroleum extraction, and the rise in agricultural production (see table 4). In contrast with the 
previous year —when the main stimulus to growth was provided by the extraordinary expansion of 
exports— in 1985 the increase in production was the consequence of greater domestic demand 
resulting from the' rise in employment and in real wages, which made it possible to utilize the idle 
capacity existing in a large number of sectors at the beginning of the year. Moreover, the further 
considerable shrinkage in imports did not act as a brake on the expansion of economic activity. This 
fact —which seems surprising at first glance in view of the almost 40% drop in the volume of imports 
between 1980 and 1984— was accounted for by the sharp change which took place in the structure of 
external purchases. The decline in the total amount of imports was exclusively due to the sharp 
contraction in purchases of fuel resulting from the increase in the production of crude oil, the 
shrinkage in domestic consumption of petroleum products and the fall in the international price of 
hydrocarbons. Imports of other intermediate and capital goods were up sharply, thereby facilitating 
economic recovery and growth.
Economic activity increased at relatively satisfactory rates in Cuba (4.8%), Ecuador (4.4%) and 
Paraguay (4.1%). In Cuba the growth of the global social product thus met the target set by the 
authorities for 1985. Growth was led by an expansion of more than 7 % in the industrial sector (which 
in the statistics compiled by Cuba includes not only manufacturing but also mining, metallurgy and 
the production of electricity). In contrast, construction, which had expanded rapidly during the 
previous two years, grew by just 2.5 % and the agricultural sector by only 1 % following an increase of 
6.6% in 1984. Expansion was facilitated by the growth of imports —which rose considerably for the 
sixth year in a row— and by the improvement and better use made of capital stock.
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The growth of overall economic activity in Ecuador was stimulated, on the demand side, by a 
further intense expansion of the volume of exports and by the moderate recovery of investment. It 
was also supported by the dynamism of the petroleum industry and the upturn in exportable 
agricultural production and fishing. On the other hand, the product of the manufacturing industry 
again fell, while construction was stagnant following its sharp decline of the preceding year.
In Paraguay, the 4% increase in the product reflected the continuation of the recovery which 
had begun the year before following a decline in economic activity during the 1982-1983 biennium. In 
contrast to 1984, growth in 1985 was based on a more or less even expansion of industry, agriculture, 
mining and services, which showed increases of between 4% and 5%. Construction, however, 
declined for the fourth year in a row, although the fall of 1% was far smaller than those which had 
occurred in the three previous years.
In 1985 economic activity expanded by approximately 2.5% in Colombia, Chile and Mexico. 
This represented a slowing down of the economic growth achieved in these three countries during the 
previous year and resulted in a very slight increase in the per capita product (see tables 2 and 3).
In Mexico, growth was faster during the first half of the year, as domestic expenditure, 
industrial production and construction underwent a considerable expansion and imports of goods 
rose by 36% as against the same period of the previous year. However, the marked decline in the 
trade surplus brought about by this rise in external purchases and the simultaneous drop in exports, as 
well as the persistence of a high rate of inflation, prompted the economic authorities to raise the 
controlled rate of exchange by 19% in July and to adopt restrictive monetary and fiscal policies. As a 
result of these measures, together with the uncertainty resulting from the devaluation, the weakness 
of the world petroleum market, and the damage caused by the earthquakes which struck the central 
region of the country in September, the rate of economic growth fell off during the second half of the 
year.
Table 3
LATIN AMERICA: PER CAPITA GROSS DOMESTIC PRODUCT




1980 1981 1982 1983 1984
1985" 1981­
1985 1985°
Latin America 1.5 3.6 -1.8 -3.7 -4.6 1.0 0.4 -8.8
Argentina -1.1 2.5 -8.2 -7.7 1.4 0.7 -5.8 -18.7
Bolivia 1.3 -1.9 -2.2 -5.3 -9.0 -3.5 -4.3 -22.4
Brazil 3.6 5.2 -4.1 -0.8 -4.7 2.6 6.0 -1.6
Colombia 2.5 2.6 0.1 -1.1 -0.9 1.5 0.4 -0.2
Costa Rica 2.6 -0.1 -5.0 -9.7 0.1 4.6 -0.9 -11.2
Cubac 5.3" 0.1 16.0 3.0 3.9 6.3 3.7 36.8
Chile 0.5 6.2 3.6 -14.4 -2.1 4.6 0.8 -8.6
Ecuador 3.4 1.9 0.9 -1.7 -4.0 1.6 1.4 -2.1
El Salvador 2.4 -8.1 -11.0 -8.3 -2.2 -1.4 -1.6 -22.8
Guatemala* 2.8 1.6 -1.8 -6.0 -5.4 -2.5 -3.7 -18.2
Haiti 1.3 4.8 -5.0 -5.8 -1.8 -2.0 0.9 -13.8
Honduras 2.2 1.0 -2.7 -3.9 -4.5 -0.7 -1.6 -13.0
Mexico 2.5 6.2 5.5 -2.6 -7.5 1.0 - -4.3
Nicaragua -1.4 -13.5 2.1 -4.0 1.0 -4.6 -5.8 -11.3
Panama 1.1 6.2 1.8 2.7 -2.2 -2.5 1.2 0.7
Paraguay 5.3 7.8 5.4 -3.6 -5.8 0.3 1.1 -3.2
Peru -1.3 2.0 1.4 -2.4 -14.1 1.5 -0.9 -14.8
Dominican Republic 2.2 2.7 1.5 -1.0 1.9 -1.8 -4.4 -4.0
Uruguay 3.7 5.4 0.8 -10.6 -6.7 -2.8 -0.1 -18.5
Venezuela -0.6 -3.6 -3.9 -4.0 -8.1 -3.7 -3.8 -21.6
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Average, excluding Cuba. 'Refers to global social product. Refers to 1976-1978.
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Table 4
LATIN AMERICA: GROSS DOMESTIC PRODUCT, BY BRANCHES OF ECONOM IC ACTIVITY
AT 1980 MARKET PRICES
(Growth rates)








1984 1985° 1984 1985° 1984 1985° 1984 1985° 1984 1985° 1984 1985° 1984 1985°
Latin America 3.6 3.9 4.1 1.0 5.2 2.8 -5.1 3.4 3.5 2.9 4.9 3.1 2.8 2.5
Argentina 3.9 -3.4 0.4 -3.2 4.0 -10.4 -20.1 -0.5 0.9 -7.2 4.9 -2.3 2.8 -2.3
Bolivia 18.7 3.1 -13.8 -11.9 -11.8 -9.2 -6.7 2.6 -2.0 -4.3 0.8 0.9 -0.2 0.1
Brazil 4.3 8.8 27.3 11.5 6.0 8.3 1.9 11.3 5.5 8.8 8.0 9.3 3.2 6.9
Colombia 1.1 1.8 24.0 30.7 8.0 3.0 1.2 - 5.4 4.0 2.7 2.0 2.7 1.7
Costa Rica 7.3 1.0 - - 11.6e 1.7e 22.5 0.4 10.5 1.3 2.4 -1.0 5.3 2.3
Cuba' 6.6 1.1 -2.2' 9.4e 9 . / 8y 16.0 2.5 9.2 5.9 3.6 2.6 14.2* 5.8*
Chile 7.6 5.6 4.4 2.2 9.8 1.2 4.2 16.1 7.4 3.9 6.3 4.8 4.0 1.4
Ecuador 8.8 4.8 9.6 8.5 -3.0* -3.2* -3.9 0.9 5.3 4.8 5.4 1.8 1.6 0.8
El Salvador 1.2 -2.4 2.7 - 1.3 4.5 -5.8 12.0 0.7 0.8 2.7 3.2 2.0 1.7
Guatemala 2.0 -0.8 -17.0 -16.7 0.5 -1.3 -29.6 -0.8 -1.2 -1.1 3.0 1.3 1.4 -1.2
Haiti 3.5 0.5 6.4 18.0 -5.8 7.2 1.8 12.7 0.5 3.7 -7.8 -5.0 1.8 3.1
Honduras 3.0 1.8 7.7 4.1 2.2 -2.2 4.0 -1.5 3.1 0.3 3.1 3.1 1.9 2.9
Mexico 2.5 2.2 1.8 1.0 4.8 5.8 3.4 2.5 3.6 3.8 6.5 3-3 3.0 1.0
Nicaragua -6.4 0.2 -22.9 -25.1 0.4 -5.2 8.7 8.6 -2.7 -2.2 2.2 -8.4 -0.4 -2.2
Panama 0.2 2.9 -23.5 -3.9 -0.6 1.0 -11.3 -1.1 -3.0 1.2 -3.5 5.2 2.6 2.7
Paraguay 5.9 4.6 1.0 5.0 4.5 5.0 -2.4 -1.0 4.5 4.1 3.0 5.3 1.7 3.8
Peru 11.8 2.8 6.8 4.1 6.8 3.6 0.9 -10.1 7.4 2.8 -2.1 1.3 1.5 1.6
Dominican Republic -0.2 -3.3 8.4 -0.1 -3.0 -4.1 2.9 -11.2 0.2 -4.4 -0.1 -1.8 0.8 0.1
Uruguay -6.8 5.1 -0.4 -1.8 2.8 -1.6 -19.0 -10.0 -2.1 -0.4 -0.5 -0.2 -2.4 1.4
Venezuela 0.8 7.0 1.9 -4.9 4.6 3.3 -34.4 -17.4 -0.8 -1.2 -2.6 -0.8 1.8 -0.2
Source: ECLAC, on the basis of official figures. 
"Preliminary figures. Excluding Cuba. Includes mining and quarrying. Refers 1;o social .product. * Includes minin g and metal xproduc.tion. Excludes metal
production. * Refers to other productive activities in the non-material sphere of the social product. Includes petroleum refining which official figures include under crude oil extraction.
In Colombia, the evolution of the economy was overshadowed by the need to reduce the 
considerable external imbalance recorded in 1984. To achieve this end, the authorities adopted an 
adjustment programme which, among other measures, included sharp cutbacks in current govern­
ment expenditure, increases in tax revenue, a restrictive monetary policy, the gradual but rapid 
increase of the real exchange rate, and tighter import controls. Although these policies helped to 
bring down the current acount deficit, they had a negative short-term impact on the growth of 
economic activity and on employment. The postponement of a large number of public works 
contributed to the stagnation of the construction sector, while the control over domestic expenditure 
limited commercial activity. The restrictive policies adopted in the fiscal and monetary spheres 
together with the decreased in real wages also tended to weaken the growth rate of industrial 
production, although it benefited somewhat from the reorientation of overall demand away from 
imports and towards local suppliers. Thus, as in the preceding two years, mining was the only sector 
to expand rapidly.
The dynamism of the economy fell off rather more markedly in Chile, with the growth rate 
dropping from over 6% in 1984 to 2.4%-in 1985. As in Colombia, this resulted from the adoption of 
an adjustment and stabilization programme aimed at diminishing the huge current account deficit 
recorded in 1984 and at controlling inflation, which had taken off sharply in the closing months of 
that year. Under these circumstances, the rate of economic growth, which had already begun to 
slacken during the second half of 1984, continued to decline in the first semester of 1985. Although it 
later recovered, the only activities whose performance was satisfactory in 1985 were construction 
(which rose by 16%) and the agricultural sector (which grew by around 6%). In contrast, mining rose 
by 2% and industrial output grew only 1 %. The trends followed by the components o f  total demand 
also differed widely. While fixed capital investment rose by 15% —thereby continuing the recovery 
which had begun the previous year— and the volume of exports increased by almost 9%, consump­
tion fell by 2%.
In all the remaining countries of the region, with the exception of Panama and Haiti, the 
expansion of overall economic activity was insufficient to offset the impact of population growth. 
This situation was particularly serious in Bolivia and the Central American countries, where the 
decline in the per capita product in 1985 followed upon an almost uninterrupted series of shrinkages 
in this indicator since the end of the previous decade, thereby contributing to a further reduction of 
the levels of per capita income, which, with the sole exception of Costa Rica, were even then the 
lowest in the region. Nevertheless, in 1985, the per capita product also fell in Uruguay, Venezuela and 
Argentina, which have some of the highest per capita incomes of Latin America.
Overall economic activity rose by barely 0.6% in Uruguay, which resulted in a slight fall in the 
per capita product. The decline was much smaller, however, than those recorded in the preceding 
three years. The stagnation of economic activity during most of 1985 was linked to the rapid 
contraction, as in the preceding three years, of investment and to a further dwindling of imports. As 
in 1984, the sector most affected by the crisis was construction, but manufacturing also declined in 
1985. On the other hand, the agricultural sector underwent a vigorous recovery following its decline 
of the previous year. Nevertheless, productive activity revived noticeably during the last quarter of 
the year.
In Venezuela, the per capita product fell for the eighth year in a row as the result of a slight 
decline in economic activity. In turn, the principal cause of this decline was the weakening of the 
international petroleum market from April onwards, which made it necessary to diminish the 
production of crude oil and which brought the value o f  exports and government income to below the 
levels initially forecast by the Government. In view of this situation, the authorities adopted a 
restrictive fiscal and monetary policy and postponed part of the expenditure called for by the public 
investment programme which had been drawn up to foster economic recovery. Consequently, 
construction shrank considerably for the seventh consecutive year, service activities stagnated and the 
rate of growth of manufacturing slowed. Thus, with the exception of agriculture and mining —which 
performed most satisfactorily— the recovery which had begun to take shape towards the end of the 
previous year in the other sectors was interrupted.
The most pronounced fall in economic activity in 1985 took place in Argentina. The country's 
gross domestic product, which during the two preceding years had partially recovered from its sharp 
contraction of the 1981-1982 period fell by 4.4%. This downturn —which had begun towards the
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beginning of the year but which persisted after the implementation of the stabilization plan in June— 
was particularly pronounced in manufacturing (-10%), had a far-reaching impact on investment in 
machinery and equipment (-19%) and a less marked but nonetheless considerable effect on total 
consumption (-5%).
2. Total supply and demand and the domestic 
availability of goods and services
After having recovered in 1984 from its fall of the two previous years, total supply grew by 2.3% in 
1985. This rise was solely due to the increase in the product, since the volume of imports fell by almost 
2% (see table 5 ). With this decline, but mainly as a result of the huge shrinkage of almost 40% which 
took place in the 1982-1983 biennium, the volume of external purchases was similar to that which 
had been recorded 12 years previously, while the import coefficient again fell, reaching its lowest level 
for the whole of the postwar period (see table 6).
As there was a simultaneous increase in the volume of exports, the domestic supply of goods 
and services again increased considerably less than the product. As a result of this and of the growth in 
population, the per capita domestic availability of goods and services —which is ultimately what 
determines the population's standard of living— was 14% lower in 1985 than in 1981.
In contrast with the previous year, the increase in the availability of goods and services in 1985 
was distributed very evenly between consumption and investment. Nonetheless, the growth of 
investment was once again lower than that of the product. Consequently, the investment coefficient 
fell for the fifth year in a row and was only 15.3%, the lowest figure recorded in the last 40 years.
In 1985 net external factor payments fell off slightly. However, as a result of their extraordinary 
growth between 1979 and 1982, they still represented more than 4% of the gross domestic product, 
which was more than double the share recorded in the second half of the preceding decade. Moreover,
Table 5
LATIN AMERICA: TOTAL SUPPLY, DOMESTIC DEMAND AND 
GROSS NATIONAL INCOME AT 1980 MARKET PRICES”
Indexes 
(1980= 100) Growth rates
Cumulative
variation
1983 1984 1985* 1981 1982 1983 1984 1985*
1981­
1985*
1. Total supply (2 + 3) 92.2 95.4 97.6 0.8 -3.7 -5.0 3.5 2.3 -2.4
2. Gross domestic product at 
market prices 96.6 99.8 102.5 0.5 -1.4 -2.4 3.4 2.8 2.5
3. Imports of goods and services 61.6 65.3 64.1 2.9 -19.3 -25.8 59 -1.8 -35.9
4. Exports of goods and services 114.4 121.8 123.7 6.6 0.4 6.9 6.4 1.6 23.7
5. Domestic availability of goods 
and services (2 + 3 - 4) = 
domestic demand (6 + 7) 89.3 92.0 94.2 -4.3 -6.7 3.1 2.4 -5.8
6. Total final consumer 
ex pend i tu rer 94.6 98.3 100.6 0.6 -2.2 -3.8 3.8 2.4 0.6
7. Gross fixed capital formation 69.9 69.5 71.2 -2.2 -12.1 -18.6 -0.7 2.6 -28.8
8. Terms-of-trade effect
9. Net factor payments to rest 
of world 182.5 191.2 185.9 43.4 38.5 -8.1 4.8 -2.8 85.9
10. Real gross national income 91.5 95.0 97.2 -1.2 -4.6 -2.9 3.9 2.4 -2.8
Source: ECLAC, on the basis of official statistics.
"Nineteen countries. Preliminary figures. 'Includes variation in stocks.
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the impact of the decrease in these payments was more than offset by the deterioration in the terms of 
trade. As a result, the gap between the domestic product and national income —which has been 
widening almost uninterruptedly since 1980— again grew and was equal to somewhat more than 5 % 
of the former (see table 6).
HL EMPLOYMENT AND UNEMPLOYMENT
In 1985 there was a slight improvement in the employment situation in the region as a whole. 
Manufacturing em ployment increased for the first time since 1980, although the increase was below
Table 6
LATIN AMERICA: RELATIVE SHARES OF COMPONENTS OF 
GROSS DOMESTIC PRODUCT AND OF GROSS NATIONAL 





































1975 77.6 20.3 97.9 14.6 12.5 100.0 -3.3 1.6 95.1
1976­
1978 77.7 22.4 100.1 13.0 13.1 100.0 -1.1 1.9 97.0
1979 78.3 21.9 100.2 13.6 13.8 100.0 -0.8 2.2 97.0
1980 79.2 22.1 101.3 13.3 14.6 100.0 - 2.3 97.7
1981 79.3 21.5 100.8 14.1 14.9 100.0 -0.7 3.3 96.0
1982 78.7 19.1 97.8 14.4 12.2 100.0 -2.4 4.7 92.9
1983 77.5 16.0 93.5 15.8 9.3 100.0 -3.2 4.4 92.4
1984 77.9 15.4 93.3 16.3 9.6 100.0 -2.7 4.5 92.8
1985c 77.7 15.3 93.0 16.1 9.1 100.0 -3.3 4.2 92.5
Source: ECLAC, on the basis of official figures.
"Nineteen countries. Includes variation in stocks. Prelim inary figures.
Table 7
LATIN AMERICA: MAIN EMPLOYMENT INDICATORS"
(Percentages)
1977 1978 1979 1980 1981 1982 1983 1984 1985
Urban employment (growth rates)
Industry 0.2 1.4 0.5 -4.8 -6.1 -6.2 -0.8 0.8
Services 5.5 6.3 5.1 5.5 -0.4 -0.3 3.1 4.3
Unemployment
Urban 7.4 6.8 6.0 6.2 6.6 7.0 8.1 8.2 7.5
Source: ECLAC, on the basis of official data.
"Weighted average for the 25 largest cities in Latin America excluding Havana, Santo Domingo, Fortaleza, Curitiba, Guayaquil and Guatemala 
City (for want of comparable data). In view of the lack of consistent statistical data, Montevideo is not included in the index of industrial 
employment nor is Buenos Aires included in the index for the services sector.
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Table 8
LATIN AMERICA: URBAN UNEMPLOYMENT
(Average annual rates)
1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985"
Argentina 3.7 4.9 3.3 3.3 2.5 2.6 4.7 5.3 4.6 4.6 6.1
Bolivia' 4.5 5.2 5.8 9.7 10.5 14.2 15.1 18.0
Brazil 6.8 6.4 6.3 7.9 6.3 6.7 7.1 5.3
Colombia 11.0 10.6 9.0 9.0 8.9 9.7 8.2 9.3 11.8 13.5 14.1
Costa Rica 5.4 5.1 5.8 5.3 6.0 9.1 9.9 8.6 6.6 6.7
Chile* 16.2 16.8 13.2 14.0 13.6 11.8 11.1 22.1 22.2 19.3 16.3
Honduras 8.8 9.0 9.2 9.5 10.7 11.7
Mexico' 7.2 6.8 8.3 6.9 5.7 4.5 4.2 4.1 6.7 6.0 4.8
Nicaragua' 18.3 15.8 14.0 15.2 18.4 24.2
Panama 8.6 9.0 9.6 11.6 9.9 11.8 10.3 11.5 11.0 15.2
Paraguay 6.7 5.4 4.1 5.9 4.1 2.2 5.6 8.4 7.4 5.2
Peru"1 8.4 9.4 10.4 11.2 10.9 10.4 10.6 9.2 10.9 11.8
Uruguay" 12.7 11.8 10.1 8.3 7.4 6.7 11.9 15.5 14.0 13.1
Venezuela" 8.3 6.8 5.5 5.1 5.8 6.6 6.8 7.8 10.5 14.3 14.3
Source: ECLAC and PREALC, on the basis of official data.
"Preliminary figures. National urban rate, April-October average. ’National average. Metropolitan areas of Rio de Janeiro,
Sao Paulo, Belo Horizonte, Porto Alegre, Salvador and Recife, 12-month average; 1980: June-December average. ’Bogotá, Bacranquilla, 
Medellin and Cali, average for March, June, September and December. ’National urban rate, average for March, July and November; 
1984: average for March and November. gGreater Santiago, average for March, June, September and December. National
average. ’Metropolitan areas of Mexico City, Guadalajara and Monterrey, four-quarter average. •’Non-agricultural
activities. National urban rate for August of each year; 1980 corresponds to urban unemployment recorded by that year’s population
census and 1981 to the metropolitan area. Asunción, Fernando de la Mora, Lambaré and the urban areas of Luque and San Lorenzo, 
annual average; 1981: first semester; 1982: first quarter; 1983: average for September, October and November; 1984: average for August and 
September; 1985: November-December average. mNon-agricultural activities. "Montevideo, four-quarter average. Up to 1981:
two-semester average. " National urban rate, two-semester average.
1% and was far from cancelling out the sharp shrinkages recorded in the four previous years. 
Employment in services —which had begun to recover in 1984— grew by 4%. As a result of these 
changes, the rate of open urban unemployment fell from slightly more than 8% in the 1983-1984 
period to 7.5%, thereby interrupting the rising trend seen since 1980. Nevertheless, it was still 
considerably higher than the level recorded in the period prior to the crisis (see table 7).
The fall in the average rate of unemployment in the region was the net outcome of the quite 
different changes which took place in the various countries. While there was a marked drop in 
unemployment in Brazil, Chile and Paraguay and a more gradual decline in Mexico and Uruguay, it 
remained unchanged in Costa Rica and Venezuela and reached unusually high levels in Nicaragua, 
Bolivia, Panama, Colombia, Honduras and Argentina (see table 8 and figure 3).
The decrease in unemployment was noteworthy in Brazil, where the average urban rate of 
5.3% was the lowest recorded since reliable records have been kept. The most marked shrinkages 
occurred in Rio de Janeiro and Sao Paulo, where the rate of unemployment at the end of 1985 was 
equal to just slightly over half that recorded two years earlier (see table 9). The reduction in 
unemployment was mainly brought about by the considérable dynamism of all the main urban 
activities in 1985, together with the impact of the simultaneous fall in the rate of participation (see 
table 10). The drop in unemployment was particularly sharp in the goods producing sectors and 
rather more gradual in commerce.
The improvement in the employment situation in Paraguay was also a consequence of the 
revival which occurred in domestic economic activity for the second year in a row. As a result, the rate 
of urban unemployment —which had fallen to 7.4% in 1984— shrank to just over 5% at the end of 
1985, the lowest figure in the last four years.
The decrease in open unemployment was also marked in Chile, although it fell from far higher 
levels than in Brazil and Paraguay. The average number of members of the labour force without a job 
in greater Santiago declined from 19% in 1984 to l6%  in 1985.The drop gathered speed towards the
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Table 9
LATIN AMERICA: UNEMPLOYMENT RATE IN LARGEST CITIES *
1984 1985"
1980 1981 1982 1983 1984 1985"
1 11 m IV 1 11 HI IV
Lacin A m erica 6.2 6.6 7.0 8.1 8.2 7.5 8.5 8.3 8.4 7.5 8.2 7.7 7.5 6.5
A rgen tina '
C apital and G rea ter 
Buenos Aires 2.3 4.5 4.7 4.2 3.8 5.3 4.1 3.5 5.7 4.9
C ordoba 2.4 3.8 4.4 5.0 4.8 5.0 4.4 5.1 5.3 4.7
G rea ter M endoza 2.3 4.8 4.1 4.5 3.5 3.7 3.3 3.7 3.6 3.7
R osario 3.4 5.8 8.4 6.3 6.5 10.7 6.8 6.2 10.9 10.2
Brazil1'
R io de Jane iro 7.5 8.6 6.6 6.2 6.8 4.9 6.9 7.4 6.7 6.0 6.0 5.4 4.5 3.6
Sao Paulo 5.6 7.3 6.0 6.8 6.8 5.0 7.8 7.5 6.7 5.1 6.1 5.7 4.8 3.5
Recife 6.8 8.6 7.5 8.0 9.0 7.2 8.9 9.6 9.9 7.5 7.8 8.4 7.3 5.3
P o rto  A legre 4.6 5.8 5.2 6.7 7.0 5.4 7.6 8.2 6.9 5.3 5.8 6.2 5.6 3.9
C olom bia '
Bogotá 7.9 5.5 7.4 9.4 12.2 12.8 12.6 12.0 11.8 12.4 13.7 13.2 12.6 11.7
B arranquilla 8.1 11.1 10.4 13.8 13.8 15.7 14.4 13.1 15.3 12.4 14.3 17.9 17.5 13.1
M edellin 14.7 13.1 13.3 17.0 16.4 16.0 16.1 17.1 15.3 17.1 16.1 16.5 15.6 15.7
Cali 10.0 9.0 9.6 11.6 13.3 14.4 13.4 12.9 14.5 12.5 13.4 15.4 15.2 13.7
M exico
M éxico city 4.3 3.9 4.0 6.3 5.8 4.9 5.4 5.3 6.4 6.2 5.7 4.3 5.2 4.4
G uadalajara 5.0 5.8 5.0 7.4 6.1 3.4 6.9 5.7 6.0 5.7 .3.9 3.5 3.9 2.4
M onterrey 5.2 4.2 4.9 9.8 7.5 5.4 8.3 7.0 8,5 6.2 6.9 5.1 5.4 4.0
A sunción
(Paraguay)" 3.9 2.2 5.6 8.4 7.4 5.2 7.4 5.2
Caracas (V enezuela) 6.7 5.7 7.0 10.5 11.3 13.2 11.0 11.6 13.2
Lim a (P eru )1 7.1 6.8 6.6 9.0 8.9 10.1 8.9 10.1




7.4 6.6 11.9 15.5 14.0 13.1 14.6 14.1 14.7 12.7 13.7 132 136 12.0
(C osta Rica) 5.6 9.3 10.5 8.5 6.6 6.5 7.9 5.2 6.3 7.4 5.9
Santiago (Chile)™ 11.8 11.1 22.1 22.2 19.3 16.3 21.7 18.4 20.9 15.9 18.0 16.2 17.4 13.8
Source: ECLAC, on the basis of official data.
"Preliminary figures. • Weighted average for the 25 largest cities in Latin America, excluding Havana, Santo Domingo, Fortaleza, 
Curitiba, Guayaquil, San Juan (Puerto Rico) and Guatemala City (for want of comparable data). ’Figures for April and 
October. ’’Quarterly averages. ’Figures for March, June, September and December. 1985: March, July, September and
December. Metropolitan areas. Quarterly averages. "Including, Fernando de la Mora, Lambaré and the urban areas of Luque and
San Fernando. 1981: first semester; 1982: first quarter, 1983: average for September, October and November; 1984: average for August. 
September and October; 1985: November-December average. Metropolitan area. Two-semester average. 1985: first
semester. ’Metropolitan area; 1980: April; 1981: June; 1982: July; 1985: December; 1984: August. ’1980: May-October; I982-I98-Í: 
average for June-December. * 1980: two-semester average; 1981 to 1985: quarterly average. Figures for MarchJuly and November; 
1984: only March and November; 1985: March. "Greater Santiago, figures for March, June, September and December.
end of the year, when the rate recorded in the capital fell below 14%. However, while these figures 
were considerably lower than those recorded for the three preceding years, they remained well above 
those prevalent before the crisis (see figures 3 and 4). Given these circumstances, even though the 
rates of unemployment in industry and construction were 40% lower than the extreme levels 
recorded two years previously, they were still very high (see table 11). The relative improvement in 
the employment situation was also reflected in the considerable decrease in the numbers of people 
registered in the Government's emergency employment programmes —which, after having repres­
ented 13.6% of the labour force in 1983, equalled slightly more than 7% in 1985— and in the 
persistence of a high net rate of participation.
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The path followed by the rate of unemployment was similar in Uruguay, where, as in Chile, it 
had risen extremely rapidly beginning in mid-1981 and had then begun to fall during the second half 
of 1983. This trend persisted throughout 1985, as a result of which the proportion of the labour force 
without work in Montevideo at the end of the year was 12%, the lowest figure recorded since 1982. 
Nonetheless, this rate was more than double those recorded before the onset of the crisis. The decline 
in unemployment —which was accompanied by a rise in the rate of participation— was concentrated 
in industry and finance, while unemployment remained virtually unchanged in the other activities.
Urban unemployment also fell for the second consecutive year in Mexico, although it was 
slightly higher than the average recorded in the 1980-1982 triennium. The most marked falls 
occurred in Monterrey and in Guadalajara. In Mexico City, on the other hand, the decline in 
unemployment was rather more gradual. This decrease in unemployment was achieved in spite of the 
considerable rise in the rate of participation, which reached its highest level of the last 10 years (see 
tables 9 and 10).
In contrast to what occurred in the countries discussed above, the rates of unemployment 
remained virtually unchanged in Costa Rica and Venezuela in 1985. However, in Costa Rica this 
stability followed upon two years during which urban unemployment had declined considerably, 
whereas in Venezuela it represented the persistence of the unprecedented level that unemployment 
had reached in 1984.
In Costa Rica, unemployment followed a rather uneven path during the year (see figure 4). 
Nevertheless, the average rate of unemployment fluctuated between 6% and 7.5 % and, at least at the 
beginning of the year, fell noticeably in manufacturing and construction. On the other hand, the 
relative stagnation of employment in the services sectors prevented a similar fall in unemployment 
from occurring in these sectors. Underemployment —which had declined in the two preceding years 
after reaching an exceptionally high level in 1982— rose slightly (see table 12).
In Venezuela, the rate of unemployment remained in excess of 14%, by far the highest figure 
recorded since 1975 (see table 8). Construction continued to be the activity with the highest level of 
unemployment (30%), while it remained at approximately 13% in industry and around 11% in 
commerce. Moreover, while the rate of urban unemployment declined slightly in the country as a 
whole during the second semester, its level at the end of 1985 was still far above the level recorded two 
years earlier.
Table 10
LATIN AMERICA: NET PARTICIPATION RATES” 
(Annual average rates)
1970 1976 1980 1981 1982 1983 1984 19856
Bolivia*7 47.3'' 48.1 49.6 49.2 49.1 49.0 48.9 48.7
Brazil' 58.8 58.1 61.0 62.0 61.9 60.5 61.3 60.7
Colombia 49.8 54.4 52.3 53.0 54.6 56.2 56.6
Costa Rica* 44.9a 50.2 50.2 49.3 50.9 48.7 48.7 49,3
Chile'' 51.8 50.3 50.7 51.7 51.7 52.2 52.5 52.3
Mexico' 50.9 50.1 50.1 49.5 49.1 49.4 52.6
Panama' 55.0 52.0 53.7 56.1 55.9 56.8
Uruguay 48.5 52.8 56.4 54.6 56.6 56.9 57.9 58.5
Venezuela 43.4*' 55.0 54.7 54.4 54.2 55.3 56.1
Source: ECLAC and PREALC, on the basis of official data.
"Economically active population as a percentage of population of working ace, according to household survey data. The lower age limit varies 
slightly from one country to another (see corresponding footnotes). Preliminary figures. cNational total. Lower age limit 10
years. d According to relevant-national census data. 'M etropolitan areas of Rio de Janeiro, Sao Paulo, Belo Horizonte, Porto Alegre, 
Salvador and Recife. Lower age limit 15 years. Average for 12 months. Barranquilla, Bogotá, Cali, and Medellin. Lower age limit 12 years.
Average for March, June, September and December. 'National urban. Lower age limit 12 years, March of each year. Greater
Santiago. Lower age limit 14 years. Average for March, June, September and December. Metropolitan areas of México City, Guadalajara 
and Monterrey. Lower age limit 12 years. Average for four quarters. ANational total. Lower age limit 15 years. National total. Lower




LATIN AMERICA: UNEMPLOYMENT RATE IN SOME MAJOR CITIES
Source: ECLAC, on the basis of official data.
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In all the other countries for which reliable statistics were available, unemployment climbed in 
1985 to new heights. In Argentina, the rate of unemployment rose to 6.1 %, a figure which no doubt 
seems moderate within the regional context, but which was far in excess of the 4.6% recorded during 
the two previous years and more than double that recorded on average in the 1978-1980 triennium. 
Although this rise was a consequence of the increase in the average rate of unemployment in the 
country's four main urban centres, it was particularly marked in Buenos Aires and, above all, in 
Rosario. The worsening of the employment situation was also reflected in the rise of visible 
underemployment in the first of these cities.
Table 11
LATIN AMERICA (SELECTED COUNTRIES): OPEN UNEMPLOYMENT 
IN THE MAIN SECTORS OF ECONOMIC ACTIVITY
i Annual average rates)
Manufacturing Construction Commerce
1983 1984 1985° 1983 1984 1985° 1983 1984 1985°
Argentina 2.8 3.2 9.3 10.1 3-3 3.2
Brazil' 7.8 7.1 5.2 11.7 12.8 7.7 6.8 6.5 5.6
Costa Rica 6.4 4.7 14.0 8.4 6.6 6.3
Chile' 25.9 19.5 14.9 49.0 34.9 27.9 16.0 13.1 11.1
Uruguay 16.6 13.3 12.3 16.6 17.5 17.5 13.3 11.3 11.1
Venezuela" 11.7 13.0 13.2 21.4 29.3 30.2 7.8 10.3 10.7
Source: LCLAC, on the basis of official data.
"Preliminary figures. Greater Buenos Aires. Average for April-October. 1 Metropolitan areas of Rio de Janeiro, Sito Paulo, Helo
Horizonte, Porto Alegre, Salvador and Recife. Averjge for twelve months. Metropolitan area of San Jose. Data refer to March of each
year. 'Greater Santiago. Average for March,June, September and December. Montevideo. Average for four quarters. "Whole
country. Average for 2 semesters.
Table 12
LATIN AMERICA (SELECTED COUNTRIES): NON-VOLUNTARY 
URBAN UNDEREMPLOYMENT
(Average annual rates)
1978 1979 1980 1981 1982 1983 1984 1985°
Visible umderemployment*
Argentina17 5.2 4.0 5.6 6.4 6.8 4.8 4.6 6.0
Colombia 14.3 14.0 16.0 11.4 10.9 12.1 14.6
Costa Ricae 10.0 13.8 15.6 19.3 24.2 17.6 16.4 13.7
Peru7 8.3 3.1 1.4 3.0 4.0 3.8 2.9 3.3
Invisible ¡underemployment*
Brazil'' 7.8 8.5 9.7 9.7
Costa Ricae 10.7 10.2 10.0 21.5 12.1 8.1 13.4
Peru7 30.0 28.6 24.2 21.4 24.0 29.5 33.9 39.2
Source: ECLAC, on the basis of official data.
"Preliminary figures. Percentage of the labour force that would be willing to accept a longer working day that at
present. cGreater Buenos Aires. April-October average. Bogota, Barranquilla, Cali and Medellin. Average for March, June,
September and December; 1984: average for March, June and December. 'National urban total. Average for March, July and
November; 198$: November only; 1984: average for March and November; 1985: March. 'M etropolitan Lima. Excluding home
workers. s Percentage of wage earners receiving less than the minimum wage. Weighted average for the metropolitan areas of
Rio de Janeiro, Sao Paulo, Belo Horizonte, Porto Alegre, Salvador and Recife; 12-month average; 1982: second semester; 1985: first semester.
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Table 13
LATIN AMERICA: CONSUMER PRICES
(Variationsfrom December to December)
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
Latin America" 62.3 40.0 39.0 54.1 56.1 57.6 84.8 131.1 185.2 275.3
Latin America, 
excluding Bolivia 63.2 40.5 39.5 54.3 56.6 58.2 81.3 127.8 152.0 141.8
Argentina 347.5 150.4 169.8 139.7 87.6 131.2 208.7 433.7 688.0 385.4
Bolivia 5.5 10.5 13.5 45.5 23.9 25.2 296.5 328.5 2 177.2 8 170.5
Brazil 44.8 43.1 38.1 76.0 95.3 91.2 97.9 179.2 203.3 228.0
Colombia 25.9 29.3 17.8 29.8 26.5 27.5 24.1 16.5 18.3 22.3
Costa Rica 4.4 5.3 8.1 13.2 17.8 65.1 81.7 10.7 17.3 11.1
Chile 174.3 63.5 30.3 38.9 31.2 9.5 20.7 23.6 23.0 26.4
Ecuador 13.1 9.8 11.8 9.0 14.5 17.9 24.3 52.5 25.1 24.4
El Salvador 5.2 14.9 14.6 14.8 18.6 11.6 13.8 15.5 9.8 30.8
Guatemala 18.9 7.4 9.1 13.7 9.1 8.7 -2.0 15.4 5.2 31.5
Haiti -1.4 5.5 5.5 15.4 15.3 16.4 4.9 11.2 5.4 17.4
Honduras 5.6 7.7 5.4 22.5 11.5 9.2 8.8 7.2 3.7 4.2
Mexico 27.2 20.7 16.2 20.0 29.8 28.7 98.8 80.8 59.2 63.7
Nicaragua 6.2 10.2 4.3 70.3 24.8 23.2 22.2 32.9 50.2 334.3
Panama 4.8 4.8 5.0 10.0 14.4 4.8 3.7 2.0 0.9 0.4
Paraguay 3.4 9.4 16.8 35.7 8.9 15.0 4.2 14.1 29.8 23.1
Peru
Dominican
44.7 32.4 73.7 66.7 59.7 72.7 72.9 125.1 111.5 158.3
Republic 7.0 8.5 1.8 25.6 4.6 7.3 7.2 7.7 38.1 28.4
Uruguay 39.9 57.3 46.0 83.1 42.8 29.4 20.5 51.5 66.1 83.0
Venezuela 6.9 8.1 7.1 20.5 19.6 11.0 7.3 7.0 18.3 5.7
Source: ECLAC, un the basis of International Monetary Fund, International Financial Statistics (March 1986) and official data provided by the 
countries.
"The totals for Latin America represent the average variations in the countries, weighted by their respective populations in each year.
Unemployment also increased, but starting from considerably higher levels, in Colombia, 
Honduras, and Peru, where the employment situation had grown considerably worse in previous 
years. Thus, in Colombia, the average rate of unemployment in the country's four main cities rose for 
the fourth consecutive year and for the first time, climbed to beyond 14%. The rise was particularly 
marked both in Barranquilla and in Cali and was rather more moderate in Bogotá. On the other hand, 
the rate of unemployment fell slightly in Medellin, in spite of which this city continued to be the one 
most severely affected by unemployment (see table 9). Theriseinjoblessness was partly the result of 
the clear loss of dynamism in industry and commerce and the stagnation in construction, and partly of 
the continuing increase in the urban rate of participation, which rose to beyond the already high 
figures of the previous year.
Unemployment also reached unusually high levels both in Lima and in the other cities of Peru. 
Non-agricultural unemployment rose from almost 11 % in 1984 to approximately 12% in 1985. Since 
a marked rise occurred in underemployment as well, the percentage of workers with adequate 
employment in Lima fell below 50% for the first time (see tables 9 and 12).
Unemployment also rose from 11% in 1984 to 12% in 1985 in Honduras. This rise—which 
followed upon increases in the previous four years as well— resulted from the slow growth of overall 
economic activity and, in particular, from the contractions in both manufacturing and construction, as 
well as reflecting the annual growth rate of almost 4% in the labour force.
The increases in unemployment were even sharper in Panama, Bolivia and Nicaragua. In 
Panama, urban unemployment rose above 15%, after having fluctuated around 11% during the 
previous three years. In Bolivia, the rate of unemployment climbed for the seventh consecutive year, 
reaching 18%, which was more than three times the level recorded up to 1980. Finally, in 1985 the 
percentage of the urban labour force without work in Nicaragua past 24%, and was thus the highest 
in the region (see table 8 and figure 3).
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IV. PRICES AND WAGES
1. Prices
In 1985 inflation again reached extraordinarily high levels in Latin America: the simple average rate 
of consumer price increases rose from 164% in 1984 to 507% in 1985, while the rate weighted by the 
population climbed from 185% to 275% in the same period. Although these increases were strongly 
affected by the enormous scale of inflation in Bolivia —where it increased almost fourfold, rising 
from somewhat less than 2 200% in 1984 to nearly 8 200% in 1985— the average rate of price 
increases was also very high ( 142%) in the other economies of the region as a whole (see table 13).
Simultaneously, inflation —which had previously affected a small number of Latin American 
countries— became more generalized. In 1985 consumer prices rose by less than 10% only in 
Honduras, Panama and Venezuela. In the remaining 16 countries the rate of inflation was considera­
bly higher, and reached enormously high levels in Peru (160%), Brazil (230%), Nicaragua (335%) 
and Argentina (385%). The generalization of inflation was also reflected in the fact that in 1985 the 
rate of consumer price increases rose in 12 countries and fell in only seven.
Nevertheless, during the second half of 1985 considerable progress was made in the struggle 
against inflation in more than a few countries in the region. Success was particularly marked in 
Argentina, Bolivia and Peru —where inflation had soared during the first six or nine months of the 
year— and much less noteworthy, but nonetheless significant, in Chile, Colombia, the Dominican 
Republic, Ecuador, Costa Rica and Venezuela.
The first country in which inflation underwent a sharp turnaround was Argentina, where the 
rate of price increases, after having risen sharply and continually over the four previous years, soared 
even higher during the first semester of 1985. Beginning in January, consumer prices increased at an 
average monthly rate of 25%, and rose even faster during the first half of June. Thus, in May the 
12-month variation in the consumer price index was in excess of 1 000% for the first time in 
Argentine history and in June it climbed to over 1 100%, bringing the country to the brink of 
hyperinflation.
Faced with this dramatic situation, the Government —which in the preceding weeks had 
sharply increased the prices and rates charged by State enterprises as well as raising the exchange 
parity by 18%— announced a new economic programme on 14 June designed to sharply reduce the 
rate of price increases. Essentially, the plan attempted to sharply diminish the inertial component in 
inflation and the expectations of a continuing sharp rise in prices by freezing the exchange rate, 
wages, the rates of public utilities, prices and rents, and by introducing a new currency —the austral— 
whose value in pesos was initially slated to increase at a monthly rate of 30% (previous inflation), 
thereby, in practice, de-indexing financial contracts. Simultaneously, with the aim of discouraging the 
speculative purchase of both dollars and goods, the rate of interest on deposits was set at 4% for the 
first month that the plan would be in force and various measures were taken to reduce the share of the 
product represented by the public sector deficit from 12% in 1984 to 2.5% in 1985. In order to 
reinforce the impact of these measures on the expectations of economic agents, the Government also 
announced that the public sector deficit would be covered entirely by external financing, as a result of 
which there would be no issue of currency for this purpose.
The initial impact of the plan was a sharp reduction in inflationary expectations and in the 
enormous inertial component of Argentine inflation. This was reflected in a steep drop in the rate of 
consumer price increases from more than 30% in June to a monthly average of just slightly over 2% 
in the September-December period (see figure 5).
Inflation followed a similar path in Peru, although its level was lower and the changes which 
took place were of a lesser magnitude than in Argentina. In Peru the rate of price increases climbed so 
sharply in early 1985 that, beginning in April the monthly rate of inflation was over 10%. 
Consequently, the 12-monthly variation in the consumer price index rose steadily from 111% at the 
end of 1984 to almost 185% in July 1985.
iAaced with these circumstances, the new government which took office at the end of July rapidly 
applied a series of measures designed to reduce inflation, revived the economy and diminish the 
external imbalance. At the beginning of August, the Government devalued the sol by 12% and 
authorized a parallel exchange market. In addition, foreign currency deposits within the financial 
system were frozen for 90 days; the minimum wage was adjusted by 50%, the wages of government
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employees by 15 % and those of teachers by 22 % ; the price of gasoline was increased by 3 3 % ; and the 
rates and prices charged by a variety of public enterprises were increased. These measures were then 
reinforced by a reduction of interest rates from an effective level of over 200% to a legal maximum of 
110% and by the decision to freeze prices, the exchange rate, wages and'rents until the end of the year.
The immediate result of these measures was a sharp fall in the rate of inflation. Although 
consumer prices rose by 11 % in August, mainly as a result of the devaluation, the readjustment of 
wages and the increase in the price of fuels, they subsequently rose much less. Thus, after five 
consecutive months during which the variation in the consumer price index had been higher than 
10%, as from September it climbed at an average monthly rate of 3%.
During the final quarter there was also a radical change in the pattern of inflation in Bolivia, 
which was then experiencing the first case of hyperinflation in the history of Latin America. The 
annual rate of price increases, after having risen persistently from 25% at the end of 1981 to almost 
2 200% at the close of 1984, continued to gather speed during the first eight months of 1985 until by 
August it had reached the figure of 20 500%, which was unprecedented in the region. The readjust­
ments of the prices of fuels and of public services and rises in the exchange rate had a decisive impact 
upon this extraordinarily sharp increase in inflation. For example, in February alone —when the rate 
of exchange was raised from 9 000 to 45 000 pesos per dollar and the rates charged for electricity and 
public transport as well as the price of fuels were readjusted by between 250% and 500%— the level 
of consumer prices almost trebled. However, the main cause of the sharpening of inflation was the 
close link which, in practice, existed between the inflationary expectations of economic agents and the 
price of the dollar on the parallel market. As uncertainty increased and the economic situation 
continued to worsen, the price of the dollar increased at an exponential rate, climbing to above 
1 million pesos in August and dragging the other prices along in its wake.
It was in these circumstances that, as a result of the change in government, economic policy 
underwent a sharp turnaround. Within the framework of a markedly liberal programme, in Sep­
tember the new government decided to raise the official rate oi exchange from 75 000 to approxi­
mately 1 100 000 pesos per dollar —a figure which coincided with the going rate at the time on the 
parallel market— and announced that in the future the rate of exchange would be set by means of 
public sales of currency by the Central Bank. Simultaneously, a system of unrestricted imports was 
established, prices were completely freed (with the exception of the prices of gasoline, electricity, and 
urban passenger and railway transport), and it was decided that private sector wages would hence­
forth be established by free negotiation between the parties, while the wages of public-sector workers 
were frozen until the end of the year.
Although the immediate result of the new price measures was a further sharp rise (56%) in the 
consumer price index in September, they proved successful in considerably altering inflationary 
expectations. Thus, in October consumer prices fell by 2% and in November they rose by just over 
3%. Consequently, the 12-month variation in the consumer price index —which in September had 
reached a new all-time high of more than 23 400%, fell to less than 8 200% in December.
The slackening off of inflation after the middle of 1985 was of course much less pronounced in 
Colombia, Chile and Ecuador, where the rate of price increases had sped up during the first semester 
largely as a result of policies designed to raise the real rate of exchange in these countries. Thus, in 
Colombia, while consumer prices had increased at an average monthly rate of 3.5% during the first 
semester, they remained almost stable between July and December. The trend was similar although 
less pronounced in Chile —where the average monthly variation of consumer prices fell from 3.2% 
during the first half of the year to 1.3% during the following six months— and in Ecuador —where 
the monthly rate of inflation dropped from 2.5 % during the first semester to 1 % in the second. Thus, 
by the end of the year, the rate of inflation in these three countries tended towards a level of between 
23 % and 26%. These levels represented a slight fall in the annual rate of consumer price increases in 
Ecuador and a small rise in Colombia and Chile in comparison with the figures for 1984 (see figure 6).
During 1985 there was also a turnaround in the upward path followed by inflation since the 
middle of 1983 in Venezuela and since the beginning of 1984 in the Dominican Republic and Costa 
Rica.
The change was quite marked in Venezuela, where consumer prices, after having risen by more 
than 18% in 1984, increased by less than 6% in 1985. This decline in the rate of inflation was 
influenced by the restrictive fiscal and monetary policy implemented by the Government, the 
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upward pressure generated by the increases in a number of agricultural prices that were authorized in 
1985 and by the elimination of the preferential exchange rate which had been used in importing some 
essential products.
In the Dominican Republic, after having risen steadily from less than 10% at the beginning of 
1984 to almost 50% in March 1985, inflation then fell almost without interruption to slightly more 
than 23% at the end of the year (see figure 7). The path followed by inflation was closely connected to 
the evolution of exchange parity and to the adjustment and stabilization policies implemented by the 
economic authorities. Thus, the acceleration of the rate of price increases at the beginning of the year 
largely sprang from the unification of the different exchange rates in January and from the decision 
which was taken at the same time to allow the market to freely set the rate of exchange. It was also 
affected by the increases in interest rates, in electricity prices and in the prices of fuels and foodstuffs
31
which were subject to price controls. In turn, the subsequent downturn in the rate of inflation was 
influenced by the fall and later stabilization of exchange parity and the extremely restrictive nature of 
monetary and credit policy.
The implementation of a stricter monetary policy than in the past and the postponement of 
new public investment projects were also major causes of the slackening of inflation in Costa Rica 
from over 17% in 1984 to less than 11% in 1985. This decrease was also facilitated by the relatively 
moderate readjustments authorized by the Government for controlled prices, which rose considera­
bly less than free prices.
Figure 7
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In contrast, inflation continued to rise rapidly in Brazil and Uruguay, while the downward trend 
it had followed in Mexico since the beginning of 1983 was reversed. In Brazil, the 12-month variation 
in the national index of consumer prices —which had gradually risen during 1984 from 175% to 
203%— fluctuated around 220%, both at the beginning and end of 1985 (see figure 8). As in previous 
years, the persistence of inflation continued to be deeply influenced by the expectations of the vast 
majority of economic agents and the extensive system of indexation of almost all the main cost 
components. However, the impact of these factors —which account for the high inertial component 
in Brazilian inflation— was compounded by an extremely rapid expansion of the means of payment 
and a 6.5% increase in real remunerations in 1985.
Inflation increased for the third consecutive year in Uruguay in 1985: consumer prices rose by 
83%, a figure which is comparable only to that of 1979. Nevertheless, this increase was within the
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forecasts of the new government's financial programme, which succeeded in considerably reducing 
the public sector deficit. However, this change did not only result from a major increase in taxes, but 
also from sharp readjustments in the prices and rates charged by public enterprises, which in the 
short term contributed to an increase in the rate of inflation. Inflation was also affected by the 
evolution of average real wages, which rose by 14% in spite of the stagnation of economic activity and 
the persistence of a high rate of unemployment.
In Mexico, inflation, which reached 64%, was slightly higher than the 59% recorded in 1984. 
However, this similarity masks the differences in the inflationary trends seen in these two years. In 
1984, the rate of inflation fell gradually but regularly, and this trend persisted, although the decline 
became slower and slower, until the middle of 1985. However, from then on, and mainly as a result of 
the sharp devaluation of the peso which took place in July, the trend was reversed and the rate of 
consumer price increases rose rapidly.
Finally, in 1985 inflation rose sharply in El Salvador and Guatemala and extraordinarily so in 
Nicaragua. In the first two countries —which had been among the few in the region with inflation of 
below 10% in 1984— consumer prices rose by approximately 31%, the highest figure ever recorded 
there. In Nicaragua —where inflation had already risen considerably in 1984— it soared after the first 
few months of 1985 as a result of a large increase in the official rate of exchange in February, the 
reduction of the subsidies granted by the Government for a series of basic consumer goods, and the 
upheavals caused by the armed conflict in the country. As a result, prices rose steeply and the 
12-month variation in the consumer price index reached an all-time high of 335% (see figure 8).
2. Wages
The evolution of real wages in the various countries of the region was extremely uneven in 1985, 
thereby reflecting the disparate trends of their economies and their rates of inflation, as well as the 
differences in the wages policies they implemented. Thus, while real wages again fell in the majority 
of the countries, the sizes of the decreases differed considerably. The shrinkage in the purchasing 
power of wages was noteworthy in Argentina, Nicaragua, Peru, Guatemala and El Salvador; in all 
these countries inflation was extremely high and economic activity either declined or only increased 
very slightly.1 In five other countries —Colombia, Chile, Ecuador, Honduras and the Dominican 
Republic— real wages clearly fell, although rather more moderately. On the other hand, the 
purchasing power of salaries and wages did not change significantly in Mexico, Panama, Paraguay or 
Venezuela, while in Brazil, Costa Rica and Uruguay, real wages rose markedly (see figure 9)-
In Argentina the sharp drop observed in all basic wages came after two years during which they 
had experienced equally noteworthy rises (see tables 14 to 17). Actually, real wages had begun to fall 
sharply in late 1984 as a result of both the acceleration of inflation and the shrinkage of productive 
activity. In accordance with the Austral Plan, wages were frozen as from July and the previous system 
of automatic indexation was abandoned. However, the clear slowdown in the rate of inflation which, 
as has already been mentioned, was brought about by the Plan helped to curb the drop in wages 
somewhat during the second semester (see figure 10). Although industrial wages showed a real 
shrinkage of over 13%, this was considerably smaller than the decrease in other wages. Moreover, in 
view of the extraordinary increase in wages in 1983 and in 1984, their purchasing power was still well 
in excess of the level recorded between 1976 and 1983. Real average public sector wages fell by almost 
18% while the purchasing power of both the minimum urban wage and the average construction 
wage fell by 30%. Nevertheless, the real value of all of these wages remained higher than it had been 
three years previously.
The shrinkage in real wages was also very marked in Peru. However, in contrast with the 
situation in Argentina, this decrease followed upon other declines in previous years. Although in 
August and October general wage increases were granted, the acceleration of inflation during the first 
semester and the stagnation of domestic activity during the same period led to a decline in wages in
'Although no precise data are available in this respect.it would seem reasonable to assume that real remunerations also fell considerably 
in Bolivia, where inflation was unusually high in 1985 and where the per capita product fell by more than 4%. In spite of the four readjustments 
granted during the year, the minimum wage fell by 46% in real terms. Bolivia was not included in table 14 due to the insufficient lengthof the 
statistical series covering the minimum wage, which was only established in October 1982.
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Figure 9
LATIN AMERICA: AVERAGE REAL WAGES IN SELECTED COUNTRIES
(In d e x e s :  1 9 8 0 ’-1 0 0 )
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Figure 9
LATIN AMERICA: AVERAGE REAL WAGES IN SELECTED COUNTRIES (concluded)
(Indexes: 1980 -100)
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Table 14
LATIN AMERICA: REAL URBAN MINIMUM WAGE
1979 1980 1981 1982 1983 1984 1985°
Average annual indexes (1980 = 100)
Argentina 85.3 100.0 97.8 97.8 136.9 167.7 117.1
Brazil' 97.5 100.0 104.4 104.9 93.0 86.0 88.8
Colombia 97.5 100.0 98.9 103.2 107.6 113.3 109.1
Costa Rica 98.5 100.0 90.4 85.9 99.3 104.4 112.2
Chile' 99.8 100.0 115.9 116.6 93.9 80.3 76.1
Ecuador 60.4 100.0 86.2 75.9 63.6 62.8 60.8
El Salvador* 87.7 100.0 96.8 86.6 76.5 76.8 66.3
Guatemala 62.5 100.0 89.8 89.6 85.5 82.8 69.8
Haiti* 85.8 100.0 96.3 100.8 94.0 87.1
Honduras' 109.2 100.0 105.6 104.5 96.6 92.1 88.8
Mexico7 107.2 100.0 101.9 92.7 76.6 72.3 71.7
Nicaragua 112.7 100.0 90.2 74.4 56.7 63.6 45.1
Panama 113.6 100.0 116.5 111.8 129.2 127.2 125.7
Paraguay"1 92.4 100.0 103.6 101.4 93.9 93.7 100.1
Peru" 80.8 100.0 83.4 77.1 79.0 61.1 53.4
Dominican Republic 105.0 100.0 93.0 86.4 80.8 82.0 80.2
Uruguay" 104.8 100.0 103.4 104.6 89.6 89.9 94.1
Venezuela'' 60.7 100.0 83.7 76.0 71.0 61.8 80.3
Percentage variation'
Argentina 13.7 17.3 -2.2 0.1 39.9 22.5 -30.2
Brazil -0.2 2.6 4.4 0.4 -11.3 -7.5 3.3
Colombia 10.7 2.5 -1.1 4.3 4.3 5.3 -3.7
Costa Rica 2.6 1.4 -9.6 -5.1 15.7 5.2 7.4
Chile -0.8 0.2 15.9 0.7 -19.5 -14.6 -5.1
Ecuador 25.7 65.5 -13.8 -11.9 -16.2 -1.3 -3.2
El Salvador -2.9 8.6 -3.2 -10.5 -11.7 0.4 -13.6
Guatemala -10.7 59.9 -10.2 -0.2 -4.6 -3.2 -15.7
Haiti -8.8 16.5 -3.7 4.7 -6.7 -7.3
Honduras 11.5 -8.3 5.0 -0.5 -7.7 -4.5 -3.3
Mexico -1.3 -6.7 1.9 -9.0 -17.4 -5.6 -0.9
Nicaragua -5.9 -11.3 -9.8 -17.5 -23.8 12.1 -29.1
Panama -1.8 -12.0 16.5 -4.0 15.6 -1.6 -1.0
Paraguay -2.5 8.0 3.6 -2.0 -7.5 -0.2 6.9
Peru 11.7 27.8 -16.6 -7.6 2.4 -22.6 -12.5
Dominican Republic 9.7 -4.8 -7.0 -7.1 -6.5 1.5 -2.2
Uruguay -7.7 -4.6 3.4 1.2 -14.3 0.3 4.7
Venezuela -11.0 64.7 -16.3 -9.2 -6.6 -13.0 30.0
S o u r c e :  E C L A C ,  o n  t h e  b a s is  u f  o f f ic ia l  d a ta .
" P r e l im in a r y  f ig u r e s . N a t io n a l  m in im u m  w a g e . c M in im u m  w a g e  f o r  t h e  d r y  o f  R io  d e  J a n e i r o ,  d e f la te d  b y  t h e  c o r r e s p o n d in g
c o n s u m e r  p r ic e  in d e x . 'M i n i m u m  w a g e  f o r  u p p e r  u r b a n  s e c to rs . ' M i n i m u m  in c o m e . M in im u m  o v e r a l l  l iv in g  w a g e ,
c a lc u la te d  o n  t h e  b a s is  o f  a n n u a l  m in im u m l iv in g  w a g e s  a n d  le g a l s u p p le m e n t a r y  b e n e f its . ' M i n i m u m w a g e  f o r n o n -a g  r ic u l tu r a l
a c t iv i t ie s  in  S a n  S a lv a d o r . M in i m u m  d a i ly  w a g e  p a id  in  in d u s t r ia l  f i r m s . 'M i n i m u m  w a g e  in  t h e  C e n t r a l  D is t r i c t  a n d  S a n  P e d r o
S u la ,  f o r  m a n u f a c t u r in g . ' M i n i m u m  w a g e  in  M e x ic o  C i t y ,  d e f la t e d  b y  t h e  c o r r e s p o n d in g  c o n s u m e r  p r ic e  in d e x . M in im u m
w a g e  f o r  in d u s t r ia l  w o r k e r s  in  t h e  D e p a r t m e n t  o f  M a n a g u a . ' M i n i m u m  w a g e  a p p ly in g  t o  a l l  a c t iv i t ie s  e x c e p t  c o n s t r u c t io n  a n d  d o m e s t ic
s e rv ic e . " M i n i m u m w a g e  in  A s u n c ió n  a n d  P u e r to  S t ro e s  s  n e  r " M i n i m u m  w a g e in  M e t r o p o l i t a n L im a  f o r  n o n - a g r ic u l t u r a l
a c t iv i t ie s .  " N a t i o n a l m in im u m  w a g e f o r  w o r k e r s  o v e r 18 y e a r s  o f a g e . A N a t io n a l  m in im u m w a g e  fo r n o n - a g r ic u l t u r a l
a c t iv i t ie s .  * l n  c o m p a r is o n  t o  t h e  s a m e  p e r io d  o f  t h e  p r e v io u s  y e a r .
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almost all sectors. The sharpest decrease was recorded in construction, where the average wage fell by 
22%, after having dropped by 15% both in 1983 and in 1984. Thus, its real level in 1985 was 43% 
lower than in 1982. The evolution of wages paid in the public sector was even more negative, as they 
fell sharply for the fifth year in a row, thereby accumulating a drop of 56% between 1980 and 1985. 
The special readjustments granted in the minimum wage helped to ensure that the fall in its 
purchasing power was somewhat less pronounced (-13%). Nevertheless, as this wage had also 
decreased sharply during the previous four years, its purchasing power in 1985 was barely more than 
half that of 1980 (see table 14).
The deterioration in real wages in Nicaragua was even more pronounced. The readjustments 
granted in February, March and May proved incapable of checking the unfavourable impact of the 
sharp rise in inflation upon the purchasing power of the minimum wage, which fell by 29% and was 
consequently worth barely 40% of what it had been six years before. The real average wages of 
individuals covered by social security dropped by approximately 17%, thereby continuing their sharp 
and sustained decline of the previous six years (see figure 9).
Real wages also fell considerably in Guatemala and El Salvador. In the first of these countries, 
the purchasing power of the minimum wage decreased by 16% as the result of the maintenance of an 
extremely restrictive wage policy2 and of the acceleration of inflation. The wages of State employees
Table 15
LATIN AMERICA: REAL AVERAGE WAGES
1979 1980 1981 1982 1983 1984 1985"
Average annual indexes (1980 == 100)
Argentina 89.5 100.0 89.4 80.1 103.6 131.0 113.4
Brazif 95.0 100.0 105.5 113.3 101.9 103.0 109.7
Colombia'' 99.3 100.0 101.4 105.2 110.4 118.7 114.9
Costa Ricae 99.2 100.0 88.3 70.8 78.5 84.7 92.2
Chile' 91.8 100.0 109.1 108.7 97.1 97.4 93.0
Mexico* 102.9 100.0 103.6 104.4 80.7 75.7 76.6
Nicaragua 122.7 100.0 101.3 91.8 84.5 75.8 60.4
Panama' 104.8 100.0 98.6 100.4 104.6 108.1
Paraguay7 99.4 100.0 105.3 102.4 95.2 91.8 89.9
Peru 88.9 100.0 98.2 100.4 83.6 70.8 59.6
Uruguay 100.4 100.0 107.5 107.1 84.9 77.1 88.0
Percentage variation"1
Argentina 14.3 11.8 -10.6 -10.4 29.3 26.4 -13.4
Brazil 3.3 5.3 5.5 7.4 -10.1 1.1 6.5
Colombia 6.5 0.8 1.4 3.7 5.0 7.5 -3.2
Costa Rica 4.8 0.8 -11.7 -19.8 10.9 7.8 8.9
Chile 8.3 9.0 9.1 -0.4 -10.6 0.3 -4.5
Mexico -1.4 -2.9 3.6 0.8 -22.7 -6.2 1.2
Nicaragua -14.3 -18.5 1.3 -9.4 -7.8 -10.3 -17.5
Panama -0.1 -4.6 -1.4 1.8 4.1 3.4
Paraguay -6.5 0.7 5.3 -2.7 -7.1 -3.5 -2.1
Peru -6.3 12.4 -1.8 2.2 -16.7 -15.3 -15.8
Uruguay -8.1 -0.4 7.5 -0.3 -20.7 -9.2 14.1
Source: ECLAC, on the basis of official data.
"Preliminary figures. 6Wages of manual workers in manufacturing. c Average wages in manufacturing, deflated by the
consumer price index for Rio de Janeiro. Wages ofmanual workers in manufacturing. 'Wages or salaries declared by persons
covered by social security. Average wages of workers in non-agricultural sector. 'A verage wages in
manufacturing. Average wages of persons covered by social security; 1985: January-October average. 'Average industrial
wage in the distrias of Panama and Colón. ; Wage of manual workers in Asunción. Wages of private-sea or manual workers in
Metropolitan Lima. Index of average real wages. mIn comparison with the same period of the previous year.
2Since 1980 neither urban nor rural minimum wages have been readjusted.
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Table 16
LATIN AMERICA: REAL WAGES IN THE CONSTRUCTION SECTOR
1978 1979 1980 1981 1982 1983 1984 ' 1985°
Average annual indexes ( 1980 = 100)
Argentina 84.7 84.6 100.0 91.3 82.5 125.6 149.0 104.3
Brazil' 107.0 99.3 100.0 96.0 94.2 83.0 80.0 82.8
Colombia 78.9 89.0 100.0 105.6 105.9 111.3 115.2 108.4
Costa Rica' 94.7 103.3 100.0 85.1 66.0 79.8 86.8 95.6
Chile7 84.8 91.9 100.0 105.6 100.2 75.0 73.4 61.4
Guatemala* 88.4 95.2 100.0 122.2 121.7 109.5
Honduras* 89.7 107.2 100.0 104.5 102.2 94.4 90.1 87.1
Mexico' 103.9 104.6 100.0 103.3 101.1 78.0 72.7 695
Nicaragua7 137.1 116.8 100.0 995 94.1 96.9 94.9 78.6
Panama 100.0 100.2 101.5 106.0 107.8 109.0
Paraguay 116.9 103.8 100.0 104.7 98.5 87.2 89.3 93.1
Peru1" 93.0 95.1 100.0 99.0 108.5 91.6 78.0 61.6
Uruguay" 120.5 108.3 100.0 110.5 104.9 80.1 64.7 70.9
Venezuela" 100.7 100.8 100.0 90.8 80.1 80.7 57.7
Percentage variation'' *
Argentina -29.9 -0.1 18.2 -8.7 -9.6 52.2 18.6 -30.0
Brazil -2.8 -7.2 0.7 -4.0 -1.3 -12.4 -3.6 3.5
Colombia 14.9 12.8 12.3 5.6 0.3 5.1 3.5 -5.9
Costa Rica 8.8 9.1 -3.2 -14.9 -22.4 20.8 8.7 10.2
Chile 4.3 8.4 8.8 5.6 -5.1 -25.2 -2.2 -16.4
Guatemala -1.7 7.7 5.0 22.2 -0.4 -10.0
Honduras -5.4 19.0 -6.7 4.5 -2.2 -7.7 -4.5 -3.3
Mexico - 0.7 -4.4 3.3 -2.1 -22.8 -6.8 -4.5
Nicaragua 2.2 -15.2 -14.0 -0.5 -5.4 3.0 -2.1 -17.2
Panama 0.2 1.3 4.4 1.7 1.1
Paraguay 6.3 -11.1 -3.8 4.7 -6.0 -11.5 2.5 4.2
Peru 12.1 2.3 5.2 -1.0 9.6 -15.5 -15.1 -22.3
Uruguay -4.8 -10.1 -7.7 10.5 -5.0 -23.6 -19.2 9.5
Venezuela 6.3 0.2 -0.2 -9.2 -1.1 2.0 -28.5
Source: ECLAC, on the basis of official data.
"Preliminary figures. Average cost of labour, including social security contributions, in the Federal Capital; 12-month
average. 'Hourly labourer's wage in Rio de Janeiro; 12-month average. Average cost of labour in Bogota; 12-n£mrh
average. 'Average wage according to household surveys. Average for March, June and November; 198-1: average for March and
November. • Up to 1983: salaries and wages for average construction work; from 198-4: average wage in the sector; 12-month
average. 'Average wage of persons covered by social security; annual average. Minimum wage for construction in the Central
District and San Pedro Sula. 'Average cost of labour in the country; 12-month average. 'Average wage of persons covered by
social security; 12-month average; 1985: January-October average. G>liective agreement wage in Panama City; annual
average. Average wage of manual workers in Asuncion; average for June and December. "Average wage in the Lima
metropolitan area; average for February, May, August and November; 1985: average for February, May and August. "Average cost of
labour in the country; 12-month average. "Average wage of manual and office workers. rln comparison with the same period
of the previous year.
—whose nominal level had remained constant since 1979— underwent a similar decline in real 
terms. In El Salvador, the sharper rate of price increases led to a 14% shrinkage in the real minimum 
urban wage, which fell to its lowest level of the last ten years. While no precise statistical data on other 
wages were available, it is likely that they also declined considerably, since, for example, the wages of 
public employees were frozen for most of the year and they received a special bonus of only 10% in 
December.
Real wages also fell, although far more moderately, in Colombia and Chile. In Colombia, the 3% 
decline in average wages was the first to be recorded since 1977 (see figure 9). In view of the sharp 
deterioration which took place in employment in 1985, real income dropped most sharply in 
construction and in commerce (6% and 5%, respectively). The purchasing power of the minimum
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wage decreased 4%, mainly as a result of the quickening of inflation during the first semester of the 
year.
The almost 5 % reduction in real average wages in Chile also largely reflected the impact of the 
sharper rate of price increases during the first months of the year. As a result of this shrinkage, the 
purchasing power of average wages fell to its lowest level since 1979. The minimum wage underwent 
a similar decrease in real terms. However, as it had fallen even more steeply than average wages had 
during the previous two years, it was 35% lower in 1985 than in 1982. The decline in real wages in 
construction, which fell by 16%, was sharper, and the cumulative decrease was thus more than 40% 
over the last four years. However, both average and minimum wages recovered to some extent 
towards the end of the year. This was a result of the decline in inflation during this period as well as of 
the less restrictive nature of wage policies during the last quarter of the year. As from September, a 
number of premiums and bonuses, were granted, most of them on a progressive scale so as to be of 
greatest benefit to those earning the lowest wages. In addition, the annual readjustment of the 
minimum wage and of the salaries of public employees was brought forward to December.
In Ecuador, Honduras and the Dominican Republic —for which information was available only 
on the minimum wage— the purchasing power of this wage fell slightly. Although in Ecuador the 
minimum urban wage was readjusted in March, its real value decreased for the fifth year running, as a 
result of which it has dclinedby40%over the last five years. In the Dominican Republic too, the 40% 
increase in the minimum wage in July failed to totally offset the impact of growing inflation and, as a 
consequence, its purchasing power fell by 2%. In Honduras —where the minimum wage has 
remained unaltered since 1981 and public sector wages have been frozen since 1982— the purchasing 
power of the minimum wage fell by 3%. As a result of this shrinkage and of those which had taken 
place during four of the previous five years, the real value of the minimum wage was almost 20%
Table 17
LATIN AMERICA: AVERAGE REAL PUBLIC-SECTOR WAGES
1978 1979 1980 1981 1982 1983 1984 1985"
Average annual indexes (1980 = 100)
Argentina 81.2 84.6 100.0 96.7 77.0 95.6 107.4 88.4
Brazir 114.8 115.3 100.0 111.1 110.8 102.7
Costa Rica 105.5 108.0 100.0 84.8 64.7 71.0 74.6 83.6
Chile' 86.6 93.1 100.0 109.0 116.3 100.2 101.1 95.2
Mexico 100.0 106.1 95.1 75.2
Panama8 100.0 100.3 98.1 105.1 107.0
Peru 67.6 73.3 100.0 89.8 81.6 60.6 53.0 43.7
Uruguay' 101.7 94.4 100.0 107.1 106.9 83.8 73.2 83.5
Venezuela' 104.5 98.9 100.0 90.4 89.4 84.0 76.8 73.7
Percentage variation
Argentina 9.9 4.3 18.2 -3.3 -20.4 24.3 12.3 -17.8
Brazil 15.4 0.4 -13.3 11.1 -0.3 -7.3
Costa Rica 9.6 2.4 -7.4 -15.2 -23.8 9.8 5.1 12.1
Chile 3.2 7.5 7.4 8.9 6.7 -13.9 0.9 -5.8
Mexico 6.1 -10.4 -20.9
Panama 0.3 -2.2 7.1 1.8
Peru -22.5 8.5 36.4 -10.2 -9.1 -25.7 -12.5 -18.8
Uruguay -3.0 -7.1 5.9 7.1 -0.1 -21.6 -12.7 14.1
Venezuela 6.3 -5.3 1.1 -9.6 -1.1 -6.0 -8.6 -4.0
Source: ECLAC, on 
"Preliminary figures
the basis of official data.
. Total wage in the middle grade of government service. c According to national accounts. AIncludes
central government and autonomous institutions. 'Total government service; 12-month average. According to national
accounts. *Total public sector. Central government employees; for-quarter average. 'Total public sector; 12-month
average. »'Total government service. In comparison with the same period of the previous year.
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lower in 1985 than in 1979. However, during the second half of the year the wages of some 
public-sector employees (doctors and teachers) rose, and the wages of workers in the banana- 
producing sector were also increased.
In Venezuela, wage policy was more expansionary in 1985 than in previous years and included a 
sharp rise in the minimum wage. Thanks to this readjustment and to the marked slackening of 
inflation, the purchasing power of the minimum wage increased by 30%. Nevertheless, as a 
consequence of considerable contractions in the previous four years, its real value was still 20% lower 
than in 1980. On the other hand, the purchasing power of the wages of public employees —which had 
also declined continually during the previous four years— again fell in 1985, for a cumulative drop of 
almost 25% since 1980 (see table 17).
Real wages evolved less unfavourably in Mexico, Panama and Paraguay. The real value of 
industrial wages rose in Mexico for the first time since the onset of the crisis, although the rise was 
small (1%). However, owing to their dramatic drop in the previous two years, their purchasing 
power was barely equal to three-quarters of its value in the 1980-1982 triennium. As for the real value 
of the minimum wage, it fell for the fourth consecutive year, although this time more moderately 
(-1%). Finally, real wages in construction —which had already declined considerably in the previous 
three years— were down 5%.
In Panama, the real minimum wage fell slightly for the second year running, after having risen 
appreciably in 1981 and 1983. Consequently, its purchasing power was still 26% higher than in 1980. 
Real wages in construction rose by 1 %, thereby continuing their slight upward trend of theprevious 
four years (see tables 14 and 16).
The change in real wages was more pronounced, but also more varied, in Paraguay. Thus, while 
in real terms the minimum wage rose by 7% —as it was readjusted in February and October— the 
purchasing power of average wages fell by 2%. As this drop came on top of those which had taken 
place in previous years, purchasing power was 10% lower in 1985 than in 1980. The decrease in real 
wages was far more pronounced in the agricultural sector (-14%) than in transport (-4%) and 
industry (-3%) but they increased for the second year running in services (8%) and construction 
(4%).
Finally, there was an appreciable and widespread rise in wages in Brazil, Costa Rica and 
Uruguay. In Brazil industrial wages rose by 6.5% in real terms, thereby largely recovering from their 
shrinkage in 1983. Despite the quickening of inflation, these wages continued to increase steadily 
throughout the year (see figure 10). This was to a large extent accounted for by the considerable 
bargaining power of the unions, which managed to have the periods between wage adjustments 
shortened.3 The rise in real wages in construction —although more moderate (4%)— put an end to 
their sustained downturn of the three previous years and allowed them to almost completely recover 
their 1983 level. On the other hand, the purchasing power of the minimum wage climbed by only 3 %, 
after having fallen sharply in 1982 and 1983.
In Costa Rica, the policy in this area was designed to increase real wages and thus offset the 
drops which had affected them in the early years of the decade. The readjustments decreed injanuary 
and July particularly favoured those wage-earners with the lowest incomes. As a result, the real 
minimum wage rose by more than 7% and reached a new all-time high (see table 14). On the other 
hand, the increase which occurred in real average wages for the third consecutive year,while higher 
(9%), failed to completely offset the huge decline of the 1981-1982 biennium (see figure 9). The real 
incomes of wage-earners in construction and the public sector rose even more (10% and 12%, 
respectively), although in the case of government employees, their real wages remained 16% lower 
than in 1980.
Finally, the most striking increases in real wages in 1985 were recorded in Uruguay. Following 
two years of substantial decreases, the purchasing power of average wages rose by 14%. The real 
wages of government employees increased by a similar amount, while those of workers in the 
construction sector rose slightly less but nevertheless appreciably (10%). These rises were attributa­
ble, first of all, to the general increase in remunerations decreed in December 1984 and, secondly, to 
the outcome of quarterly negotiations carried out within the wage councils.4 However, owing to the
'According rolaw these periods were set at six months. However, in 1985 the period was, in practice, shortened to three months in most 
large industrial enterprises.
4 Wage councils, established i njune 1985, are tripartite commissions for negotiating wages. On these councils, the government lays down 
overall guidelines for increases, but gives the enterprises and unions the possibility of setting higher percentage adjustments. In practice, during 
1985 the increases agreed upon in these negotiations were always higher than the guidelines.
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sharp fall of average real wages in the previous three years, in 1985 they were still 12% lower than in 
the years before the crisis. This gap was still wider in the case of the income of government employees 
and even more so in that of construction workers.










3.1 11.2 7.8 3.1
1972 16.3 4.4 11.4 13.8 7.9 5.6
1973 44.3 8.1 33.3 32.8 13.8 16.6
1974 54.9 -6.5 65.7 72.1 19.3 44.2
1975 -8.0 -10.3 2.6 6.4 -3.4 10.2
1976 16.4 8.3 7.5 3.9 2.6 1.2
1977 19.4 1.9 17.2 15.1 6.8 7.7
1978 7.6 7.2 0.3 13.8 4.4 9.1
1979 34.5 9.7 22.7 25.8 7.6 16.9
1980 32.2 4.5 26.6 24.9 11.1 21.4
1981 7.6 8.6 -0.9 7.8 2.4 5.2
1982 -8.8 1.2 -9.9 -19.8 -18.6 -1.5
1983 - 7.6 -7.1 -28.5 -24.7 -5.1
1984 10.6 6.9 3.5 5.1 8.5 -3.1
1985" -4.7 1.7 -6.3 -1.8 -0.8 -0.9
1971 16.4
Oil •exporting countries 
-1.5 18.2 11.9 8.6 3.0
1972 4.4 -2.1 6.6 13.3 3.3 9.7
1973 51.4 10.5 37.0 21.0 3.9 16.5
1974 131.2 -12.2 163.3 57.8 20.5 31.0
1975 -19.9 -23.0 4.0 36.7 25.0 9.4
1976 9.3 6.6 2.3 7.4 6.5 0.8
1977 12.4 -1.3 13.8 18.8 11.2 7.0
1978 8.3 6.5 1.8 16.7 4.3 11.9
1979 53.7 11.8 37.5 16.1 4.4 11.3
1980 42.3 0.2 42.0 32.4 16.5 13.6
1981 9.7 4.5 4.9 20.3 15.2 4.4
1982 -5.6 5.6 -10.6 -20.1 -18.6 -1.9
1983 -2.3 6.0 -7.8 -43.0 -41.3 -2.9
1984 7.8 5.4 2.3 19.0 19.0 0.1
1985" -8.3 -3.6 -4.9 3.5 5.2 -1.6
1971 -0.8
Non-<jil-exporting countries'
1.7 -2.5 10.9 7.7 3.0
1972 20.4 10.6 8.9 13.9 8.6 4.9
1973 42.2 6.2 33.9 35.2 16.6 16.0
1974 31.0 -1.6 33.1 74.3 19.1 46.3
1975 -1.2 -0.1 -1.1 1.7 -7.3 9.7
1976 22.0 10.1 10.8 1.5 0.4 1.1
1977 24.1 5.2 18.1 12.4 4.3 7.8
1978 7.0 7.8 -0.8 11.7 4.4 7.1
1979 22.4 7.8 13.5 33.2 9.5 21.5
1980 24.3 8.6 14.4 36.5 7.9 26.6
1981 5.7 12.3 -5.9 -0.3 -5.8 5.9
1982 -11.8 -2.5 -9.6 -19.6 -18.6 -1.2
1983 2.4 9.1 -6.1 -17.2 -11.4 -6.5
1984 13.3 8.3 4.6 -2.3 3.1 -5.2
1985" -1.4 6.2 -7.1 -5.2 -4.5 -0.8
Source: ECLAC, on the basis o f  official data.
"Preliminary figures. "Up to 1975, includes Bolivia, Ecuador and Venezuela; from 1976 onwards, includes Mexico and Peru in addition
to the foregoing countries. ’From 1976 onwards, does not include Mexico or Peru.
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LATIN AMERICA: TWELVE-MONTH VARIATIONS IN 
REAL WAGES IN SELECTED COUNTRIES
Figure 10
Average wage in the manufacturing sector
Source: ECLAC, on the basis of official data.
aDuring the second quarter of 1983, the variation was 73.5 per cent
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V. THE EXTERNAL SECTOR
The clear loss of dynamism in world trade —whose volume, after increasing by 9% in 1984, rose by 
approximately 3% in 1985— and the sharp and widespread fall in the international prices of 
commodities helped account for the discouraging turnaround in the results of the Latin American 
external sector in 1985. During the year, the distinct rising trend shown by the merchandise trade 
surplus since 1982 was reversed. Consequently, the current account deficit —which had fallen from 
US$ 41 billion to just US$ 1.9 billion between 1982 and 1984— rose to US$ 3.2 billion in 1985. As 
there was a simultaneous sharp decline in the net capital inflow, the balance of payments showed a 
surplus of just over US$ 2.8 billion, after having recorded a surplus of US$ 8.3 billion the previous 
year. The contraction in the net inflow of loans and investment was, moreover, considerably higher 
than the drop in net transfers of interest and profits, as a result of which the transfer of resources 
abroad by Latin America rose substantially. On the other hand, as a result of the small amount of loans 
received, the external debt of Latin America grew by less than 2% and consequently shrank in real 
terms for the first time in the region's recent history.
1. External trade
a) Exports o f goods
After having increased by approximately 11% in 1984, the value of Latin American exports of 
goods declined by almost 5 % in 1985. The reason for this fall was the drop of more than 6% in the 
unit value of exports, which more than offset its slight recovery in 1984. On the other hand, the 
volume of exports rose by 2%, thus rounding off ten years of continued expansion. In contrast to 
1984, this rise was accounted for solely by the non-petroleum-exporting countries as they continued 
to vigorously expand the volume of their exports (see table 18).
Although in 1985 the value of exports fell in 12 of the 19 countries for which information was 
available, the overall decline in external sales was mainly due to the sharp decreases recorded in 
Mexico, Venezuela, Brazil, the Dominican Republic, Bolivia and Nicaragua (see table 19).
In absolute terms, the sharpest decline took place in Mexico, whose exports fell from US$ 24 
billion in 1984 to US$ 21.9 billion in 1985. This contraction was caused both by the considerable 
expansion of domestic demand and the fall in the real rate of exchange which took place in the first 
semester (which helped account for a 4% decline in the volume exported) as well as by the decrease in 
the international price of petroleum (which was the main reason for the 5% reduction in the unit 
value of external sales). The sluggishness of the petroleum market also proved to be the determining 
factor in the shrinkage of volume (-7%) and of the average price (-4%) of Venezuelan exports, which 
fell by more than US$ 1.6 billion.
In Brazil (whose exports had expanded at the exceptional rate of 23% in 1984), however, the 
5% shrinkage recorded in 1985 was exclusively due to the fall in unit value. This was also the sole 
reason for the sharp contraction in the value of the exports of the Dominican Republic (-15%) and of 
Uruguay (-8%). On the other hand, the 24% slump in Nicaragua's external sales —the largest in the 
region— was accounted for by the 6% fall in unit value and, above all, by the 19% reduction in the 
volume exported.
In contrast, in Argentina, Colombia, Chile, Ecuador, Haiti, Honduras, Panama and Paraguay 
the volume of exports expanded strikingly. Nevertheless, in all of these countries except Haiti, the 
decline in the average price of exports largely cancelled out the impact which the real expansion of 
exports had on their value.
b) Imports o f goods
In 1985 the value of imports fell by almost 2%, after a weak recovery in 1984 following the 
sharp drop of the preceding two years. This decline corresponded both to a small drop in unit value 
and a very slight shrinkage in the volume imported.
The reduction in the amount of the external purchases made by the region as a whole reflected 
the net result of highly different changes in the imports of the various countries. Thus, while the 
value of imports rose by 19% in Mexico —after having increased by 32% in 1984—  and by
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Table 19
LATIN AMERICA: EXPORTS OF GOODS FOB
(Indexes: 1980 = 100 and growth rates)
Value U nit value Volume
In­
dex




1985° 1983 1984 1985° 1985° 1983 1984 1985° 1985° 1983 1984 1985°
Latin  A m erica 103 - 10.6 -4.7 81 -7.1 3.5 -6.3 129 7.6 6.9 1.7
O il-exporting
countries 100 -2.3 7.8 -8.3 84 -7.8 2.3 -4.9 119 6.0 5.4 -3.6
Bolivia 66 -8.8 -4.1 -13.9 99 -0.7 -0.4 0.7 67 -8.1 -3.7 -14.5
Ecuador 113 0.9 10.9 95 81 -7.7 -0.4 -4.1 139 9.4 11.3 14.2
Mexico 136 5.1 7.7 -9.0 81 -9.1 2.7 -5.0 169 15.7 4.9 -4.3
Peru 76 -8.4 4.4 -5.8 71 3.3 -3.5 -9.2 107 -11.4 8.1 3.8
Venezuela 75 -10.8 8.8 -10.4 95 -7.5 3.8 -3.7 79 -3.5 4.8 -7.0
N o n-o il-exporting
countries 107 2.4 13.3 -1.4 78 -6.1 4.6 -7.1 137 9.1 8.3 6.2
Argentina 105 2.8 3.0 4.1 71 -9.4 5.7 -10.7 148 13.6 -2.6 16.6
Brazil 128 8.6 23.5 -5.2 79 -7.0 4.6 -6.5 161 16.8 18.1 1.4
Colombia 101 -4.6 23.5 10.0 89 -1.9 6.2 -5.0 113 -2.8 16.3 15.8
Costa Rica 93 -1.9 9.4 -0.5 89 -3.3 5.0 3.0 104 1.5 4.2 -3.4
Chile 80 3.3 -4.6 2.5 63 -0.8 -4.5 -6.6 126 4.1 -0.1 9.8
El Salvador 67 4.5 -1.3 -0.4 86 -17.2 10.2 -4.5 78 26.1 -10.4 4.3
Guatemala 70 -6.7 3.5 -6.1 83 -3.5 7.2 -7.0 85 -3.3 -3.4 0.9
Haiti 103 6.8 7.1 12.2 84 -9.8 20.1 2.7 123 18.4 -10.9 9.3
H onduras 97 2.6 10.3 7.2 93 -2.5 4.0 -1.5 104 5.2 6.1 8.8
Nicaragua 65 5.5 -10.1 -23.9 82 -8.0 7.2 -6.0 80 14.6 -16.1 -19.0
Panam a 86 -30.6 0.5 15.8 90 -0.5 5.1 -2.0 96 -30.3 -4.3 18.2
Paraguay 81 -17.7 10.8 -10.6 76 -8.9 26.1 -29.1 106 -9.7 -12.1 26.0
Dom inican Republic 77 2.3 10.5 -14.9 72 6.9 8.2 -17.0 106 -4.3 2.2 2.6
Uruguay 81 -8.0 -20.1 -7.6 78 -7.2 0.5 -9.0 104 -0.8 -20.4 1.5
Source: ECLAC, on the basis of official data. 
° Preliminary figures.
approximately 10% for the second consecutive year in Ecuador and Honduras and by more than 12% 
in Bolivia, it fell by between 9% and 31 % in Guatemala, Chile, Peru, Venezuela, Argentina and 
Paraguay. Despite the substantial recovery in the value of the external purchases of Mexico, Ecuador, 
Honduras and Bolivia did not recover the level they had reached in 1980 in any of these countries. 
Only in El Salvador, Haiti, Nicaragua and Honduras (which for non-economic reasons possessed 
relatively plentiful external financing) and Colombia, did the volume of imports exceed the levels 
recorded in 1980. In the remaining countries —and in particular Argentina, Uruguay, Brazil, Chile, 
Venezuela, Peru and Mexico— the volume of imports remained considerably lower than before the 
crisis (see table 20).
c) The terms o f trade and the purchasing power o f exports
Despite a decline in the unit value of imports for the fourth year running, the terms of trade fell 
by more than 5% in 1985, thereby totalling a 15% drop in the last five years (see table 21).
The sole cause of this further shrinkage was the more than 6% reduction in the unit value of 
exports, which was in turn caused by the pronounced and widespread drop that occurred in 1985 in 
the international prices of the main commodities exported by Latin America. These prices —which 
had already fallen sharply in 1984 despite the huge expansion in world trade observed during this 
year— decreased even more markedly in 1985. The only two products whose prices rose were coffee 
-Awhich increased by 6%— and copper —which was up 3% after having fallen sharply in previous 
years. Among the other sixteen products taken into consideration, the reductions in prices were 




L A T IN  AM ERICA: IM PO R T S OF G O O D S FOB
(Indexes: 1980 = 100 an d  grow th rates)







1985° 1983 1984 1985° 1985° 1983 1984 1985° 1985° 1983 1984 1985°
Latin A m erica 64 -28.5 5.1 -1.8 94 -5.1 -3.1 -0.9 68 -24.7 8.5 -0.8
O il-exporting
countries 67 -43.0 19.0 3.5 98 -2.9 0.1 -1.6 69 -41.3 19.0 5.2
Bolivia 68 10.4 -12.8 12.2 91 -4.8 -5.6 -3.5 75 16.0 -7.6 16.3
Ecuador 77 -35.4 11.3 10.0 98 13.1 -5.0 -1.2 79 -42.9 17.2 11.3
Mexico 71 -40.7 32.0 19.2 104 -6.3 3.4 -3.0 69 -36.7 27.6 22.9
Peru 61 -26.8 21.4 -12.7 90 -1.4 -4.0 -4.3 68 -25.8 -18.0 -8.8
Venezuela 61 -52.8 22.9 -16.3 90 -3.4 -2.2 -2.0 67 -51.2 25.7 -14.6
N on-o il-exporting
countries 61 -17.2 -2.3 -5.2 92 -6.5 -5.2 -0.8 67 -11.4 3.1 -4.5
Argentina 36 -15.2 0.3 -17.7 87 -5.1 -3.8 -1.4 42 -10.6 4.3 -16.6
Brazil 57 -20.4 -9.7 -5.4 94 -5.5 -7.6 -1.9 61 -15.8 -2.3 -3.5
Colombia 94 -16.7 -10.8 12 91 -9.9 -6.1 1.6 104 -7.5 -5.1 -0.4
Costa Rica 73 11.6 10.1 0.8 92 -5.9 -1.5 -2.0 79 18.6 11.8 2.9
Chile 54 -22.7 19.1 -12.0 86 -10.3 2.4 -0.3 63 -13.8 16.3 -11.7
El Salvador 106 0.6 8.9 5.4 94 -5.5 -5.2 -1.5 114 6.5 14.9 7.0
Guatemala 73 -17.8 12.0 -8.6 95 -6.6 -2.5 -0.5 77 -11.9 14.9 -8.1
Haiti 108 9.4 0.3 6.1 99 0.9 -4.9 0.3 110 8.4 5.4 5.8
Honduras 99 11.7 11.0 12.0 98 -20 -2.7 2.4 101 14.0 14.0 9.3
Nicaragua 95 7.6 -2.2 0.3 92 -5.0 -6.9 2.0 103 13.2 5.0 -1.7
Panama 87 -23.7 6.7 5.0 94 -9.2 0.5 -2.1 92 -16.0 6.2 7.3
Paraguay 66 -22.5 17.7 -31.0 73 -6.0 -18.5 -4.6 91 -17.6 44.5 -27.7
Dominican Republic 85 2.0 -2.0 2.3 102 -2.3 -0.7 0.2 83 4.4 -1.3 2.1
Uruguay 42 -28.8 -0.9 -4.9 87 -2.5 -3.1 -2.5 48 -26.9 2.3 -2.5
Source: ECLAC, on the basis of official data. 
"Preliminary figures.
Table 21
L A T IN  AM ERICA: TERM S OF T R A D E  F O B /F O B  (G O O D S) 
(1980 =  100)
Y ear
L atin A m erica
O il -ex p o rtin g  
coun tries
N o n -o il-ex p o rtin g
icountries
Index V aria tio n Index V aria tio n Index V aria tio n
1976 91.4 6.2 66.8 1.5 116.7 9.6
1977 99.4 8.8 71.2 6.6 127.8 9.5
1978 91.4 -8.0 64.7 -9.1 118.5 -7.3
1979 95.9 4.9 80.1 23.8 110.6 -6.7
1980 100.0 4.3 100.0 24.8 100.0 -9.6
1981 94.2 -5.8 100.5 0.5 88.9 -11.1
1982 86.2 -8.5 91.6 -8.9 81.4 -8.4
1983 84 .4 -2.1 87.0 -5.0 81.7 0.4
1984 90.2 6.9 89.0 2.3 90.2 10.4
1985e 85.3 -5.4 86.0 -3.4 84.4 -6.4
Source: ECLAC, on the basis o f official data.
"Includes Bolivia, Ecuador, Mexico, Peru and Venezuela. Includes Argentina, Brazil, Colombia, Costa Rica, Chile, El Salvador,
Guatemala, Haiti, Honduras, Nicaragua, Panama, Paraguay, Dominican Republic and Uruguay. c Preliminary figures.
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Table 22
LATIN AMERICA: PRICES OF MAIN EXPORT PRODUCTS
Annual averages Growth rates
1970­
1980 1983 1984 1985 1982 1983 1984 1985
Unrefined sugar" 12.8 8.5 5.2 4.1 -50.3 1.2 -38.8 -21.1
Coffee (mild)0 121.8 141.6 147.3 155.9 2.3 -4.7 4.0 5.8
Cocoa" 86.3 96.1 108.7 102.3 -16.1 21.6 13.1 -5.9
Bananas" 11.8 20.4 19.0 18.4 -4.2 10.9 -6.9 -3.2
Wheat* 125.1 158.0 153.0 138.0 -9.0 -2.5 -3.2 -9.8
Maize 127.5 162.2 167.3 135.3 -24.1 18.0 3.1 -19.1
Beer 82.2 110.7 102.6 97.7 -3.4 2.1 -7.3 -4.8
Fish meal 354.7 453.0 373.0 280.0 -24.6 28.3 -17.7 -24.9
Soya beans 232.4 282.0 282.0 225.0 -14.9 15.1 - -20.2
Cotton" 61.2 84.8 80.3 61.7 -14.7 16.5 -5.3 -23.2
Wool" 131.5 144.0 141.6 140.7 -13.2 -6.9 -1.7 -0.6
Copper" 696 72.2 62.5 64.3 -14.9 7.4 -13.4 2.9
Tinf 3.9 5.9 5.6 5.4 -9.4 1.7 -5.1 -3.6
Iron ore * 17.6 23.7 22.4 22.0 4.6 -3.3 -5.5 -1.8
Lead" 25.3 19.3 20.1 17.7 -24.8 -22.2 4.1 -11.9
Zinc" 29.7 34.7 40.6 34.3 -12.0 2.7 17.0 -15.5
Bauxite 103.5 179.5 165.0 164.3 -3.7 -138 -8.1 -0.4
Crude oil 
Saudi Arabia 10.0 29.3 28.5 28.0' 3.1 -12.5 -2.7 -1.8
Venezuela 10.1 28.1 27.0 26.4 - -12.2 -3.9 -2.2
Source: UNCTAD, Montb/y Bu/U’tin o f  Cot/iwodit) ’ Prices,Supp\emems, 1960-1980 and July 1986; International Monetary Fund, International 
Financial Statistic*. Yearbooks, 1981 and October 1986.
Noie: Unrefined sugar, FOB Caribbean porrs, for export to the free market. Coffee, Colombian mild arabica, ex-dock New York. Cocoa beans, 
average of daily prices (futures). New York/London. Central American bananas, CIF Hamburg. Cotton, Mexican M 1*5/-A-"» CIF 
Northern Uurope. Wool, clean, combed, 50's qualify United Kingdom. Beef, frozen, boneless, all sources. United States ports. Fish meal, 
all sources (>V7t -6W  protein, CIF Hamburg. Wheat, United States, No. 2, Hard Red Winter, FOB. Maize, Argentina, ClF, North Sea 
ports. Soya beans. United States, No. 2, yellow, in bulk, CIF Rotterdam. Copper, tin, lead and zinc, cash quotations on the London Metal 
exchange. Iron ore, Liberia, C.6I Fe, CIF, North Sea ports. Bauxite, Guyana (Baltimore). Oil, Venezuela (Tia Juana).
"US cents per pound. Dollars per metric ton. ' Dollars per pound. Dollars per barrel. 'January-September
average.
Largely as a result of this overall fall in international commodity prices, the decline in the terms 
of trade affected almost all the countries in the region. The terms of trade improved slightly only in 
Bolivia and Haiti, while they remained virtually unchanged in Panama and Venezuela, worsened 
considerably in Paraguay and the Dominican Republic and also underwent a marked deterioration in 
the 13 other economies in the region (see table 23).
As a result of the worsening of the terms of trade and despite the increase in the volume 
exported, the purchasing power of exports —which had grown vigorously in 1984— fell by almost 
3% in 1985 (see table 24 and figure 11). Most of this shrinkage was accounted for by the main 
petroleum-exporting countries (with the exception of Ecuador), by the fall of over 3% in the 
purchasing power of Brazil's exports and by those of Nicaragua (-25 %) and the Dominican Republic 
(-15%). On the other hand, the purchasing power of external sales increased by 18% in Panama, by 
11.5% in Ecuador and Haiti and by more than 8% in Colombia (see table 25). 2
2. The balance of payments
a) The current account
As the value of exports fell more sharply than that of imports, in 1985 the clear rising trend 
which had been apparent in the merchandise trade surplus since 1982 came to an end. After having 
risen from US$ 9.1 billion in 1982 to US$ 38 billion in 1984, it fell to US$ 34.5 billion (see table 26).
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Table 23
LATIN AMERICA: TERMS OF TRADE FOB/CIF (GOODS)
(Indexes: 1980 = 100 and growth rates)
Indexes Growth rates
1975 1981 1982 1983 1984 1985° 1982 1983 1984 1985°
Latin America 85 94 86 84 88 84 -8.8 -2.5 5.7 -5.4
Oil-exporting
countries 65 100 91 86 87 84 -9.3 -5.4 1.3 -3.3
Bolivia 51 95 94 97 100 104 -1.3 3.5 2.9 4.0
Ecuador 64 100 98 81 83 81 -1.6 -18.1 2.9 -2.4
Mexico 69 97 82 79 78 76 -15.6 -3.5 -1.3 -2.3
Peru 88 85 79 82 82 77 -7.0 4.5 -0.5 -5.5
Venezuela 62 109 104 99 103 102 -4.8 -5.0 4.8 -1.4
Non-oil-exporting
countries 105 88 81 81 88 83 -8.7 -0.1 9.3 -6.7
Argentina 99 96 85 81 88 83 -11.8 -4.9 8.3 -9.7
Brazil 118 85 79 78 88 84 -6.5 -1.7 12.6 -4.7
Colombia 68 84 85 92 103 96 2.2 8.1 11.8 -6.4
Costa Rica 86 86 83 85 89 93 -2.9 2.0 5.0 4.7
Chile 89 86 76 83 77 72 -11.9 9.9 -7.3 -6.5
El Salvador 88 90 93 81 93 90 3.4 -12.8 14.8 -3.3
Guatemala 94 87 81 84 91 85 -6.3 2.7 8.4 -6.7
Haiti 82 70 73 65 79 81 3.0 -11.0 22.4 2.0
Honduras 96 88 92 91 96 92 3.7 -0.9 5.8 -4.3
Nicaragua 90 91 85 82 94 86 -5.7 -3.5 13.7 -7.9
Panama 170 93 82 89 91 91 -11.4 8.1 2.5 -0.4
Paraguay 124 106 93 89 134 99 -12.3 -3.5 49.3 -26.0
Dominican Republic 160 104 71 77 83 69 -31.5 8.9 7.6 -17.3
Uruguay 99 101 96 92 95 88 -4.3 -4.9 3.3 -6.9
Source: ECLAC, on the basis of official data. 
"Preliminary figures.
Table 24
LATIN AMERICA: PURCHASING POWER OF EXPORTS OF GOODS






Index Variation Index Variation Index Variation
1976 71.9 16.0 56.4 -17.3 86.1 21.0
1977 80.2 11.5 59.0 4.6 99.5 15.5
1978 79.4 -1.0 57.5 2.5 99.3 -0.2
1979 90.7 14.2 79.6 38.4 100.8 1.5
1980 100.0 10.3 100.0 25.6 100.0 -0.8
1981 102.2 2.2 105.6 5.6 99.2 -0.8
1982 94.1 -7.9 99.5 -5.8 89.1 -10.2
1983 98.4 4.6 100.3 0.8 96.7 8.6
1984 110.7 12.5 106.8 6.5 114.1 18.0
1985c 107.6 -2.8 100.6 -5.8 114.0 -0.1
Source: ECLAC, on the basis of official figures.
"Includes Bolivia, Ecuador, Mexico, Peru and Venezuela. includes Argentina, Brazil, Colombia, Costa Rica, Chile, El Salvador,
Ciuatemala, Haiti, Honduras, Nicaragua, Panama, Paraguay, Dominican Republic and Uruguay. ’Preliminary figures.
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Figure 11
LATIN AMERICA: SELECTED EXTERNAL TRADE INDICATORS 
(Indexes: 1980 = 100)
- Volume of exports of goods 
. Terms of trade, (goods)
.. Purchasing power of exports of goods
Source: ECLAC, on the basis o f  official data.
aN ineteen  countries. t> ir rom 1970 to 1975 includes Bolivia, E cuador and V enezuela; as from
1976 also includes M exico and Peru. cF rom  1970 to 1975 includes sixteen countries; as from 1976,
excludes Mexico and Peru.
The slump mainly affected Mexico, Brazil and Venezuela. The decline was particularly pro­
nounced in the case of Mexico, where the trade surplus fell from almost US$ 12.8 billion in 1984 to 
US$ 8.4 billion in 1985 as a result of the 19% expansion in the value of imports and the 9% shrinkage 
in exports. In Brazil, where the merchandise trade surplus had doubled in 1984, reaching the 
unprecedented figure of more than US$ 13 billion, it fell to less than US$ 12.5 billion in 1985. The 
surplus also shrank by almost US$ 400 million in Venezuela as a result of the sharp drop in exports, 
in spite of a noteworthy decrease in imports as well.
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In contrast, between 1984 and 1985 Argentina expanded its surplus from US$ 3.9 billion to 
US$ 5 billion, Chile increased its positive balance from US$ 300 million to approximately US$ 800 
million, and Colombia earned a small surplus, after having recorded considerable deficits in the 
previous five years.
Unlike the year before, in 1985 the region's merchandise trade surplus failed to fully cover its 
transfers of profits and interest, even though they declined by US$ 1 billion as a result of the drop in 
international interest rates. Consequently, despite the fact that net payments for services fell for the 
second consecutive year, the current account deficit rose to US$ 3.2 billion. This put an end to the 
sharp downward trend observed in this deficit between 1982 and 1984, when it fell from US$ 41 
billion to just US$ 1.9 billion.
The increase in the current account deficit was the net outcome of the contrasting changes 
which took place in the economies of the region. The country which had the most to do with this 
increase was Mexico, where the surplus of US$ 3.7 billion earned in-1984 fell to barely US$ 300 
million in 1985. Other factors contributing to the increase in the Latin American deficit were the 
change that took place in Brazil (which, after earning a small surplus in 1984 recorded a US$ 650 
million deficit), the shrinkage of Venezuela's surplus by over US$ 1 billion, and the higher deficits 
recorded by Bolivia, the Dominican Republic and all of the Central American countries except 
Guatemala and Panama. However, the impact of these changes was partly offset by the noteworthy 
reductions in the balance-of-payments deficits on current account in Argentina and Chile in 1985 as 
well as by the lower but nevertheless considerable falls in the deficits recorded by Colombia, Peru and 
Ecuador (see table 27).
Table 25
LATIN AMERICA: PURCHASING POWER OF EXPORTS OF GOODS 
(Indexes: 1980 = 100 and grow th rates)
Indexes Growth rates
1975 1981 1982 1983 1984 1985° 1982 1983 1984 1985°
Latin America 62 102 94 98 111 108 -8.0 4.6 12.5 -2.8
Oil-exporting
countries 52 106 100 100 107 101 -5.8 0.8 6.6 -5.9
Bolivia 68 89 83 78 78 69 -7.3 -5.0 -0.7 -11.2
Ecuador 60 102 98 88 101 113 -3.5 -10.4 14.4 11.5
Mexico 28 115 119 133 138 129 3.5 11.7 3.5 -6.5
Peru 55 80 85 78 84 83 6.0 -7.3 7.5 -1.9
Venezuela 70 104 87 80 88 80 -16.4 -8.3 9.8 -8.3
Non-oil exporting
countries 71 99 89 97 114 114 -10.2 8.6 18.0 -0.1
Argentina 57 113 98 106 111 117 -14.0 8.0 5.5 5.2
Brazil 81 104 91 104 139 134 -12.8 14.7 33.0 -3.4
Colombia 63 76 74 78 101 109 -3.4 5.2 30.0 8.3
Costa Rica 78 96 85 88 96 97 -11.3 3.5 9.3 1.1
Chile 85 81 83 95 88 90 2.6 14.5 -7.4 2.6
El Salvador 80 69 61 68 69 70 -10.6 9.9 2.7 0.9
Guatemala 72 79 73 72 76 72 -7.1 -0.7 4.7 -5.8
Haiti 53 67 77 82 89 99 ,15.5 5.4 9.1 11.5
Honduras 64 85 78 82 92 95 -8.3 4.2 12.3 4.1
Nicaragua 143 108 87 97 92 69 -19.2 10.7 -4.6 -25.4
Panama 26 101 100 75 74 87 -1.3 -24.6 -1.9 17.8
Paraguay 76 98 98 86 112 105 0.2 -12.9 31.3 -6.9
Dominican Republic 148 119 75 79 86 73 -36.7 4.1 9.9 -15.2
Uruguay 59 119 125 118 97 92 4.7 -6.1 -17.8 -5.4




(Millions o f dollars)
LATIN AMERICA: TRADE BALANCE
Exports of Imports of Merchandise Net service Trade
goods FOB goods FOB trade balance payments" balance
1983 1984 1985 1983 1984 1985 1983 1984 1985 1983 1984 1985 1983 1984 1985
Latin America
(19 countries) 87 497 96 805 92 256 55 945 58 813 57 798 31 552 37 992 34 458 5 363 4 706 3 196 26 189 33 286 30 662
Oil-exporting
countries 43 027 46 388 42 523 19 566 23 284 24 108 23 461 23 104 18 415 1 485 1 470 1 682 21 976 21 634 16 733
Bolivia 755 724 624 473 412 463 282 312 161 119 144 149 163 168 12
Ecuador 2 365 2 622 2 870 1 408 1 567 1 723 957 1 055 1 147 347 441 291 610 614 856
Mexico 22 320 24 042 21 866 8 553 11 287 13 460 13 767 12 755 8 406 -647 -1 082 -491 14 414 13 843 8 897
Peru 3 017 3 149 2 966 2 723 2 141 1 869 294 1 008 1 097 255 221 148 39 787 949
Venezuela 14 570 15 851 14 197 6 409 7 877 6 593 8 161 7 974 7 604 1 411 1 752 1 585 6 750 6 222 6 019
Non-oil-exporting
countries 44 470 50 417 49 733 36 379 35 529 33 690 8 091 14 888 16 043 3 878 3 236 2 114 4 213 11 652 13 929
Argentina 7 838 8 072 8 400 4 120 4 132 3 400 3 718 3 940 5 000 760 770 650 2 958 3 170 4 350
Brazil 21 906 27 050 25 639 15 434 13 936 13 189 6 472 13 114 12 450 2 407 1 749 1 710 4 065 11 365 10 740
Colombia 2 970 3 668 4 036 4 464 3 980 4 027 -1 494 -312 9 496 618 454 -1 990 -930 -445
Costa Rica 853 933 928 898 989 997 -45 -56 -69 -26 -13 -3 -19 -43 -66
Chile 3 827 3 650 3 743 2 818 3 357 2 955 1 009 293 788 471 496 284 538 -203 504
El Salvador 735 726 723 831 905 954 -96 -179 -231 82 102 106 -178 -281 -337
Guatemala 1 092 1 131 1 062 1 056 1 183 1 081 36 -52 -19 177 153 68 -141 -205 -87
Haiti 186 199 223 324 325 345 -138 -126 -122 70 81 86 -208 -207 -208
Honduras 694 766 821 761 844 945 -67 -78 -124 54 61 79 -121 -139 -203
Nicaragua 428 385 293 778 761 763 -350 -376 -470 112 88 57 -462 -464 -527
Panama 1 674 1 683 1 949 2 322 2 478 2 603 -648 -795 -654 -741 -716 -1 065 93 -79 411
Paraguay 326 361 323 551 649 448 -225 -288 -125 -26 85 25 -199 -373 -150
Dominican Republic 785 868 739 1 282 1 257 1 286 -497 -389 -547 -158 -202 -274 -339 -187 -273
Uruguay 1 156 925 854 740 733 697 416 192 157 200 -36 -63 216 228 220
Source: ECLAC, on the basis of official data. 




LATIN AMERICA: BALANCE OF PAYMENTS
(Millions o f dollars)
T ra d e
b a la n c e
N e t  p a y m e n ts  o f  
p r o f i t s  a n d  in te re s t"
B a la n ce  on  
c u r re n t  acco u n t
B a la n c e  on  
c a p i ta l  a c c o u n t '
T o ta l
b a la n c e
1983 1984 1985 1983 1984 1985 1983 1984 1985 1983 1984 1985 1983 1984 1985
L a t in  A m e r ic a  ( 19 c o u n tr ie s) 2 6 1 8 9 33 286 30 662 34 417 36 022 35 032 -7  626 -1  907 -3  191 3 219 10 206 6 030 - 4  4 0 7 8 299 2 839
O i l - e x p o r t i n g
c o u n t r i e s 2 1 9 7 6 21 634 16 733 13 787 13 899 13 096 8 167 7 787 3 752 -5  758 -3  689 -4  144 2 409 4 098 -392
B o liv ia 163 168 12 4 1 9 4 3 4 363 -216 -238 -325 232 4 6 5 343 16 2 2 7 18
E c u a d o r 610 614 856 738 882 966 -128 -268 -110 238 187 135 110 -81 25
M e x ico 1 4 4 1 4 13 843 8 897 9 386 10 312 8 807 5 151 3 704 298 -3 118 -1 570 -2 722 2 033 2 134 -2 424
P e ru 39 787 949 1 132 1 199 1 010 -1 091 -412 -61 1 006 662 379 -85 250 318
V e n e z u e la 6 7 5 0 6 222 6 019 2 112 1 072 1 950 4 451 5 001 3 950 -4  116 -3 433 -2 279 335 1 568 1 671
N o n - o i l - e x p o r t i n g
c o u n t r i e s 4 203 11 652 13 929 20 630 22 123 21 936 -15 793 -9  694 - 6  943 8 977 13 895 10 174 -6  816 4201 3 231
A r g e n t in a 2 958 3 170 4 350 5 408 5 715 5 300 -2  436 -2 542 -950 -13 2 686 3 600 -2  449 144 2 650
B ra z il 4 065 11 365 10 740 11 012 11 482 11 540 - 6  842 43 -650 4 943 5 367 664 -1 899 5 410 14
C o lo m b ia -1 990 -930 -445 1 176 1 269 1 323 -3  022 -2  020 -1 364 1 180 741 1 687 -1 842 -1 279 323
C o s ta  R ic a -19 -43 -66 333 324 331 -330 -342 -371 377 271 463 4 7 -71 92
C h ile 538 -203 504 1 703 1 955 1 873 -1 116 -2  118 -1 322 600 2 210 1 219 -516 92 -103
E l S a lv a d o r -178 -281 -337 131 163 150 -256 -313 -341 280 320 388 24 7 4 7
G u a te m a la -141 -205 -87 113 205 179 -225 -383 -247 276 397 316 51 14 69
H a i t i -208 -207 -208 14 18 20 -177 -182 -179 144 154 155 -33 -28 -25
H o n d u ra s -121 -139 -203 149 184 188 -260 -311 -378 213 301 389 -47 -10 11
N ic a ra g u a -462 -464 -527 61 46 44 -519 -508 -569 586 518 592 67 10 23
P a n a m a 93 -79 411 -109 85 2 6 7 143 -227 91 -156 141 200 -13 -86 291
P a ra g u a y -199 -373 -150 54 74 79 -252 -444 -221 255 4 2 9 63 3 -15 -158
D o m in ic a n  R e p u b lic -339 -187 -273 2 9 7 241 286 -441 -223 -317 303 321 342 -138 98 25
U ru g u a y 216 228 220 288 362 356 -60 -124 -125 -11 39 96 -71 -85 -29
Source: ECLAC, on the basis of official data.
"Excluding labour and ownership. Including net private unrequited transfers. 'Including long-and short-term capital, official unrequited transfers and errors and omissions, "Total
balance is equal to variation in international reserves (of opposite sign) plus counterpart items.
Table 28
LATIN AMERICA: RELATION BETWEEN THE BALANCE-OF-PAYMENTS
DEFICIT ON CURRENT ACCOUNT AND THE VALUE OF
EXPORTS OF GOODS AND SERVICES”
(Percentages)
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985*
Latin America 23.3 21.1 29.8 24.0 26.2 34.6 39.7 7.5 1.7 3.0
Oil-exporting
countries 22.0 29.0 40.6 14.9 8.6 23.0 26.8 -16.3 -14.4 -7.5
Bolivia 10.3 18.8 50.2 46.6 15.9 30.8 13.3 25.2 29.1 45.0
Ecuador 2.1 23.7 42.9 27.1 23.4 35.2 45.2 4.8 9.3 3.4
Mexico 50.2 24.0 30.3 36.7 35.4 48.7 24.5 -190 -12.3 -1.1
Peru 71.5 45.8 10.2 -14.8 1.6 47.0 43.6 29.3 10.8 1.7
Venezuela -3.3 30.8 58.1 -2.5 -23.8 -19.2 24.0 -28.1 -30.0 -26.2
Non-oil-exporting
countries 24.2 15.9 22.3 31.5 42.6 46.1 52.5 30.3 16.5 11.9
Argentina -14.2 -17.1 -24.5 5.8 48.3 43.4 25.6 26.2 25.5 9.6
Brazil 60.4 39.3 51.5 62.7 58.8 46.1 74.3 29.0 -0.2 2.4
Colombia -6.9 -12.8 -7.4 -9.6 3.9 45.7 69.1 79.9 45.1 27.3
Costa Rica 28.9 23.6 36.1 50.5 54.9 34.7 24.6 29.2 28.3 30.9
Chile -5.5 21.8 37.6 26.1 33.9 96.0 51.1 24.2 47.1 29.4
El Salvador -2.2 -2.0 31.6 -1.2 - 29.4 32.9 29.3 36.3 39.4
Guatemala 8.1 2.8 20.9 14.2 9.5 39.7 31.3 19.2 31.2 20.9
Haiti 37.1 40.2 39.8 45.5 45.8 93.8 59.3 61.5 60.9 55.8
Honduras 25.3 23.9 24.7 24.4 35.1 36.3 32.5 32.6 35.5 40.3
Nicaragua 7.7 26.7 4.8 -13.4 99.2 101.8 115.0 112.2 120.4 161.2
Panama 27.8 20.4 25.6 31.9 11.2 0.6 4.3 -4.8 7.6 -2.8
Paraguay
Dominican
29.7 15.2 27.2 40.9 50.0 66.7 63.4 52.9 81.2 44.2
Republic 15.8 14.2 38.1 31.7 53.0 27.5 40.0 35.5 16.3 24.1
Uruguay 11.8 21.2 14.5 30.4 46.9 27.5 15.3 4.3 9.6 10.0
Source: UCLAC, on the basis of official figures.
"Negative figures indicate a surplus on the balance-of-payments current account. Preliminary figures.
As a consequence of the increased deficit on current account and the shrinkage in the value of 
exports of goods and services, the ratio between thé deficit and external sales rose slightly, after 
having plummeted during the previous two years. Nevertheless, the value of this coefficient (3%) 
remained far below the levels recorded up to 1983 and was equal to less than one-tenth of those 
recorded during the 1981-1982 crisis (see table 28).
Although to a lesser extent than in 1984, the quantitative relationship between the deficit and 
exports was quite different in the various countries. Thus, whereas Venezuela accumulated a surplus 
equal to 26% of its external sales, while Panama and Mexico also turned in small surpluses on their 
current accounts and the Brazilian deficit was equal to just slightly more than 2% of the value of its 
exports, Nicaragua had a deficit equal to 160% of its exports, and the deficits of Paraguay, Bolivia and 
Haiti were equal to 44%, 45% and 56% of the value of their respective external sales. The deficit on 
current account represented rather lower but nonetheless considerable percentages of exports of 
goods and services in all the remaining Central American economies as well as in Chile and Colombia, 
although in these last two countries the proportion was substantially lower than in 1984 (see 
table 28).
b) T h e  c a p i ta l a c c o u n t a n d  th e  n e t  tr a n s fe r  o f  re so u rc e s  a b ro a d
The increase in the current account deficit coincided with a sharp shrinkage in net capital 
inflow. The net value of loans and investments received by the region —which had been slightly
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above US$ 10 billion in 1984, thereby partly recovering from the sharp drop of the preceding 
biennium— represented barely US$ 6 billion.
However, this dwindling of external funds was concentrated in a very small number of 
countries. Indeed, it was wholly due to the sharp shrinkage in the net external financing received by 
Brazil and Chile in 1985 (which fell by US$ 4.7 billion and US$ 1 billion, respectively), the 
considerably smaller but noteworthy drop in the net external financing obtained by Paraguay and 
Peru and the increase of more than US$ 1.1 billion in Mexico's net capital outflow.
In contrast, both in Argentina and in Colombia the value of loans and investments received 
from abroad rose by more than US$ 900 million. Net capital inflows also increased in all the 
remaining countries of the region except Guatemala and once again reached exceptionally high levels 
in Nicaragua, where it was more than double the value of exports of goods.
As a result of the increase in the current account deficit and of the fall in net capital inflows, the 
balance-of-payments surplus declined sharply. It fell from US$ 8.3 billion in 1984 to barely more than 
US$ 2.8 billion in 1985, mainly as a result of the abrupt changes which took place in Mexico and 
Brazil. In Mexico the balance of payments underwent a marked turnaround, passing from a US$ 2.15 
billion surplus in 1984 to a deficit of over US$ 2.4 billion in 1985. In Brazil, the US$ 5.4 billion surplus 
earned the previous year was completely wiped out in 1985 as a result of the equally sharp slump in 
the net inflow of loans and investments.
On the other hand, in most of the remaining countries the balance of payments turned in more 
satisfactory results in 1985 than in 1984. The improvement was particularly noteworthy in Argentina 
—where the balance-of-payments surplus rose from US$ 150 million to US$ 2 650 million— and in 
Colombia which, after having recorded huge deficits in the preceding three years, earned a surplus of 
slightly more than US$ 300 million in 1985 (see table 27).
The fall in net capital inflows was, moreover, far greater than the drop in net payments of 
interest and profits; consequently, the already huge transfer of resources from Latin America to the 
exterior increased considerably in 1985. This transfer amounted to US$ 29 billion, which represented 
a reduction in import capacity equal to 27% of the value of exports of goods and services. Conse­
quently, in the 1982-1985 period the aggregate transfer of resources totalled almost US$ 105 billion 
(see tables 29 and 30).
Table 29
LATIN AMERICA: NET INFLOW OF CAPITAL AND TRANSFER OF RESOURCES







































1976 18.9 -1.0 17.9 -5.3 6.8 12.1 11.1 47.3 25.6 23.5
1977 15.5 1.7 17.2 11.0 8.2 7.3 9.0 55.8 13.1 16.1
1978 24.3 1.8 26.1 7.4 10.2 14.1 15.9 61.3 23.0 25.9
1979 26.9 2.2 29.1 8.2 13.6 13.3 15.5 82.0 16.2 18.9
1980 35.0 -5.5 29.5 -15.7 17.9 17.1 11.6 107.6 15.9 10.8
1981 48.4 -11.1 37.3 -22.9 27.1 21.3 10.2 116.1 18.4 8.8
1982 29.1 -9.2 19.9 -31.6 38.7 -9.6 -18.8 103.2 -9.3 -18.2
1983 6.2 -2.9 3.3 -46.8 34.4 -28.2 -31.1 102.4 -27.5 -30.4
1984 12.7 -2.5 10.2 -19.7 36.0 -23.3 -25.8 112.9 -20.6 -22.9
1985° 9.8 -3.8 6.0 -38.8 35.0 -25.2 -29.0 108.6 -23.2 -26.7
Source: 1976-1984: International Monetary Fund, 1985: ECLAC, on the basis of official data.
"Equivalent to net inflow of capital minus unregistered transactions. Corresponds to balance-of-payments item "errors and
omissions". Prelim inary estimates.
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Table 30
LATIN AMERICA: NET TRANSFER OF RESOURCES”
Net transfer of resources Relation between the net transfer of
(millicins of dollars) resources and exports ot goods
_______________________________________ and services (percentages)
1980­
1981 1982 1983 1984 1985o
1980­
1981 1982 1983 1984 1985°
Latin
America0 9 477 -20 358 -32 212 -26 565 -29 497 2.1 -19.7 -31.5 -23.5 -27.2
Argentina -922 -3 368 -5 935 -3 449 -2 150 -8.2 -36.7 -63.9 -36.0 -21.6
Bolivia -135 -266 -189 29 -20 -13.0 -29.1 -22.0 3.5 -2.8
Brazil 2 223 -2 389 -6 082 -6 117 -10 876 9.5 -10.9 -25.8 -21.1 -39.4
Colombia 1 168 1 226 -17 -570 335 25.3 27.7 -0.4 -12.7 6.7
Costa Rica 291 23 39 -59 125 24.3 2.1 3.4 -4.9 10.4
Chile 2.830 -1 003 -1 200 159 -712 52.8 -21.6 -26.1 3.5 -15.8
Ecuador 84 -137 -625 -836 -941 3.0 -5.1 -23.6 -28.9 -29.1
El Salvador 6 137 159 204 268 2.4 16.6 18.2 23.7 30.9
Guatemala 25 248 163 188 136 2.5 19.4 13.9 15.3 11.5
Haiti 126 101 130 136 148 48.2 37.4 45.1 45.5 43.3
Honduras 98 .2 64 117 201 10.7 0.3 8.0 13.4 21.5
Mexico 4 336 -9 972 -12 584 -11 909 -11 484 16.3 -38.1 -46.3 -39.7 -41.5
Nicaragua 362 276 525 472 548 67.5 61.7 113.4 111.8 155.2
Paraguay 108 -10 -18 355 -11 19.0 -1.6 -3.8 65.4 -2.2
Peru 46* 571 -126 -537 -631 2.6 14.0 -3.4 -14.1 -17.5
Dominican
Republic 330 57 6 80 56 24.9 5.0 0.5 5.8 4.2
Uruguay 566 -380 -299 -323 -260 35.7 -24.7 -21.2 -25.1 -20.8
Venezuela -2 065 -5 474 -6 223 -4 505 -4 229 -10.0 -31.2 -39.3 -27.0 -28.0
Source: ECLAC, on the basis of data provided by the International Monetary Fund, Balance o f  Payments Yearbook, 1986.
"The net transfer of resources is equal to net capital inflow minus payments for factor services. Preliminary figures. excluding
Panama.
As in 1984, the bulk of this transfer was accounted for by Mexico, Brazil, Venezuela and 
Argentina, although in relative terms a considerable portion also came from Ecuador, Peru, Uruguay 
and Chile. In contrast, Colombia and, above all, Haiti and the Central American countries (with the 
exception of Panama), received a sizeable net transfer of resources from abroad (see table 30).
3. The external debt
a) B a s ic  tr e n d s
At the close of 1985 the total external debt of Latin America represented approximately 
US$ 374 billion. It had thus increased by less than 2%, thereby strengthening the trend towards a 
more moderate expansion of external indebtedness which began in 1982 (see table 31). Indeed, the 
increase in the debt was so slight that in 1985 it fell in real terms for the first time in the region's 
recent history. This meant that the region actually carried out a "hidden" amortization of part of its 
debt during the year.
Although the trend towards a more gradual increase in the debt was quite generalized, its 
growth rate for the region as a whole concealed extremely dissimilar trends in the various countries. 
While in 1985 the debts of Venezuela, Panama and Brazil diminished slightly and that of Mexico 
barely increased at all, those of Bolivia, Nicaragua, Colombia and Honduras rose appreciably. 
However, particularly in the case of the first two of these countries and, to a lesser extent, in that of 
Honduras, these increases were accounted for by the capitalization of arrears on interest payments. 
Thus, Colombia was the only country whose external indebtedness grew rapidly in 1985 as a result of 
normal financial operations.
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Although the noteworthy decline in the growth rate of the debt was partly the result of 
decisions taken by national economic authorities, its principal cause was the scant supply of loans 
from international commercial banks. This was reflected in the extremely sharp contraction in the 
volume of syndicated international loans, which until 1982 had constituted the main source of Latin 
America's external financing. In the world as a whole, the amount of such medium and long-term 
loans granted in 1985 was US$ 42 billion, which was less than half the US$ 98 billion recorded in 
1982. For the developing economies as a group, the fall in such credits was even sharper: fromUS$ 33 
billion in 1982 to only US$ 13 billion in 1985.
In spite of the marked reduction in the growth rate of the debt, in 1985 the debt/export ratio 
rose as a result of the drop in the value of exports. This coefficient, which had fallen in 1984 for the 
first time since 1980, attained a new all-time high of 345% in 1985, well above the figure of 
approximately 230% recorded on average in the 1978-1981 period. Moreover, in 1985 the debt/ex­
port ratio rose in all the countries in the region (with the exception of Argentina, Ecuador, Haiti and 
Panama) and only in Brazil was it significantly lower than in 1982, when economic adjustment 
policies began to be implemented in most of the Latin American economies (see table 32). Nonethe­
less, considerable differences remained among the debt/export ratios of the various countries in the 
region. In the case of Nicaragua, this coefficient attained the truly exceptional figure of 1 400%, it 
remained around 490% for the third year running in Argentina and rose to 450% in Chile and to 
430% in Bolivia. However, the figure was below 300% in all the other countries of Central America 
(with the exception of Costa Rica), as well as in the Caribbean countries and in Colombia, Ecuador and 
Venezuela.
Table 31
LATIN AMERICA: TOTAL DISBURSED EXTERNAL DEBT
End-of-year balances in m illions of dollars A nnual growl:h rates






L atin  A m erica 230 358 287 758 330 708 350 806 367 275 373 679 22.9 10.4 4.7 1.7
O il-e x p o rtin g
co u n trie s 96 894 126 489 142 690 152 185 155 056 156 534 25.0 9.7 1.9 1.0
Bolivia 2 340 2 622 2 502 3 156 3 165 3 600 12.9 9.7 1.9 1.0
Ecuador 4 652 5 868 6 187 6 790 6 949 7 440 25.4 7.6 2.3 7.1
Mexico 50 700 74 900 87 600 93 800 96 700 97 800 30.2 11.9 3.1 1.1
Peru 9 594 9 688 11 340 12 442 13 389 13 794 1.3 13.3 7.6 3.0
V enezuela ' 29 608 33 411 35 061 35 997 34 853 33 900 25.9 3.8 -3.2 -2.7
N o n -o il-e x p o r tin g
co u n trie s 133 464 161 269 188 018 198 621 212 219 217 1 45 21.3 11.0 6.8 2.3
A rgen tina 27 162 35 671 43 634 45 087 46 903 48 312 41.9 12.4 4.0 3.0
B razil'' 70 025 79 946 91 035 95 520 102 039 101 920 14.4 9.3 6.8 -0.2
Colom bia 6 300 7 885 9 410 10 405 11 551 12 856 25.0 14.9 11.0 11.3
Costa Rica 3 183 3 360 3 497 3 848 3 955 4 084 21.6 7.0 2.8 3.3
Chile" 11 207 15 591 17 159 18 037 19 659 20 376 30.5 7.6 9.0 3.6
El Salvador 1 176 1 471 1 710 1 891 1949 2 003 14.3 13.4 3.1 2.8
G uatem ala 972 1 305 1 560 2 130 2 493 2 570 16.7 27.8 17.0 3.1
H a i t / 290 372 410 551 607 599 22.8 21.7 10.2 -1.3
H onduras 1 510 1 708 1 986 2 162 2 392 2 615 20.7 12.5 10.6 9.3
N icaragua 1 825 2 566 3 139 3
COCOr- 4 362 4 936 20.5 21.5 15.2 13.2
Panam a 4 756 5 047 5 960 5 924 6 537 6 500 9.0 8.3 10.3 -0.6
Paraguay 861 949 1 204 1469 1654 1 773 12.4 24.4 12.6 7.2
D om inican
Republic 2 059 2 286 3 076 3 237 3 447 3 701 19.8 19.0 6.5 7.4
U ruguay 2 138 3 112 4 238 4 572 4 671 4 900 35.9 21.2 2.2 4.9
Source: ECLAC, on the basis of official data.
"Preliminary figures. Total medium- and long-term debt. ' Public debt plus the u nguaranteed llong- and short-ter m debt with
—financial institutions reporting to rhe Bank for International Settlements. rtpivt sjA1tr- 1-t1tir r1-wAr* AoHU-
according to information given to the World Bank. From 1984 onwards corresponds to the total debt according to official 
statistics. 'Short-, medium- and long-term debt, including debt with the IMF but excluding shorr-term credit for foreign trade
operations by the non-financial private sector. Public debt.
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Table 32
LATIN AMERICA: RELATION BETWEEN TOTAL DISBURSED EXTERNAL
DEBT AND EXPORTS OF GOODS AND SERVICES
(Percentages)
1975 1978 1980 1981 1982 1983 1984 1985"
Latin America 191 253 214 248 321 343 326 345
Oil-exporting
countries 163 278 186 219 278 303 286 311
Bolivia 182 259 274 251 247 346 369 428
Ecuador (Ab 175 162 201 230 254 240 226
Mexico 279 316 216 259 335 345 322 354
Peru 370 388 206 241 278 334 350 381
Venezuela 61 171 148 160 200 227 209 225
Non-oil-exporting
countries 214 251 240 276 363 381 362 373
Argentina 225 167 275 329 475 485 490 486
Brazil 281 391 320 313 414 404 352 370
Colombia 164 102 118 184 213 275 258 257
Costa Rica 109* 186 266 286 313 340 327 340
Chile 288 238 188 311 370 392 437 453
El Salvador 66" 107 97 159 208 217 226 231
Guatemala 31b 63 56 90 122 182 203 217
Haitf 54 100 95 155 152 191 203 201
Honduras 106* 141 160 193 259 271 273 279
Nicaragua 133 203 369 464 702 818 1 034 1 398
Panama 91 160 141 137 166 200 219 198
Paraguay 150 154 152 167 195 309 305 370
Dominican Republic 80 161 162 151 269 261 252 281
Uruguay 187 136 140 183 276 324 362 392
Source: ECI.AC, on the basis of official data.
"Preliminary figures. Relation between the disbursed medium- and long-term external debt and exports of goods and services.
cRelation between the external public debt and exports of goods and services.
Thanks to the sharp reduction which, as can be seen from figure 12, occurred in international 
interest rates in 1985, the total interest payments made by Latin America fell by 6% during the year. 
They thus decreased somewhat more than exports of goods and services and, as a result, the 
interest/exports ratio dropped slightly from 35% in 1984 to 34.5% in 1985. Nevertheless, this figure 
was still almost double the coefficient of under 18% recorded in the region prior to the onset of the 
crisis. As in previous years, the interest/exports ratio was considerably higher than the regional 
average in Argentina (52%), Bolivia (49%),Chile (43%) and Brazil (42%) and was, on the contrary, 
considerably lower in Colombia, Venezuela, Paraguay and the countries of Central America and the 
Caribbean (see table 33).
b) The renegotiation process
Renegotiations of the external debt, which began with the Mexicanbalance-of-payments crisis 
in August 1982, have gone through a number of stages or rounds. In each of these, the countries of 
Latin America have negotiated the rescheduling of their amortization payments for one or more 
years with the international private banks and have attempted to obtain further credit.
This process gathered considerable speed between the middle of 1984 and the end of 1985. 
During this period 11 Latin American countries negotiated with commercial banks over the resche­
duling of amortization payments due in 1984 or 1985 and thereafter. By the end of the year, four 
countries —Argentina, Chile, Ecuador and Mexico— had signed final agreements on the reschedul-
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ing of their debt, while Costa Rica, Cuba, Honduras, the Dominican Republic, Panama, Uruguay and 
Venezuela had signed preliminary "agreements (see table 34).
Of the countries which did not sign rescheduling agreements during 1985, Brazil was autho­
rized by private banks to defer amortization payments until the end of 1985 —as a result of which it 
only paid interest— and continued to receive short-term commercial credit lines worth US$ 10 
billion and inter-bank lines of credit worth US$ 6.5 billion. Nicaragua reached an agreement to 
postpone its amortization payments until June 1986, which included the capitalization of interest, 
while Bolivia —which suspended the servicing of its debt with private banks in April 1984—  










1970 1975 1980 1985
15 r Nominal monthly rates
Prime0
Six month LIBOR
_i i i i i_ _1_I I I L_
1983 1984 1985
Source: ECLAC, on the basis of information from the International Monetary Fund, International 
Financial Statistics.
aNominal rate deflated by the consumer price index of the industrialized countries. 
APreferential rate granted by United States banks to their best clients.
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Table 33
LATIN AMERICA: RELATION BETWEEN TOTAL INTEREST PAYMENTS A N D
EXPORTS OF GOODS AND SERVICES”
(Percentages)
1975 1978 1980 1981 1982 1983 1984 1985*
Latin America 11.2 15.5 19.5 27.1 39.6 35.1 35.1 34.5
Oil-exporting
countries 7.9 16.0 16.6 22.6 35.6 31.7 32.5 31.6
Bolivia 6.4 13.7 24.5 32.1 43.5 44.4 50.7 48.9
Ecuador 2.4 10.3 18.2 24.3 30.1 27.4 30.7 27.0
Mexico 18.0 24.0 23.3 29.0 47.3 37.8 39.7 35.9
Peru 15.5 21.2 16.0 24.1 25.1 29.8 34.1 33.2
Venezuela 0.6 7.2 8.1 12.7 21.0 21.6 18.5 23.3
Non-oil-exporting
countries 14.1 15.1 22.3 31.6 43.5 38.4 37.5 37.1
Argentina 13.4 9.6 22.0 35.5 53.6 58.4 57.9 52.3
Brazil 19.8 24.5 34.1 40.4 57.1 43.5 39.5 42.4
Colombia 11.7 7.7 11.8 21.8 25.8 26.7 26.7 24.1
Costa Rica 6.9 9.9 18.0 28.0 36.1 33.1 27.9 290
Chile 15.3 17.0 19.3 38.8 49.5 39.4 48.0 43.2
El Salvador 3.9 5.1 5.9 7.9 11.9 12.3 12.2 12.6
Guatemala 3.8 3.6 5.3 7.5 7.8 8.7 12.4 11.7
Haiti 1.0 2.8 2.0 2.5 2.2 2.4 5.4 5.6
Honduras 7.0 8.2 10.6 14.5 22.4 16.4 17.1 15.5
Nicaragua 8.7 9.3 17.8 21.9 32.2 14.3 12.1 13.0
Paraguay 8.1 8.5 14.3 16.4 15.6 16.4 17.5 21.6
Dominican Republic 4.0 14.0 14.7 20.2 22.6 24.5 18.0 15.2
Uruguay 12.9 10.4 11.0 12.9 22.4 24.8 34.8 34.2
Source: ECLAC, on che basis of data from che International Monetary Fund, international F inancial Statistics. 
"Including interest on the short-term debt. Preliminary figures.
a fixed rate of 6% per year. The new Peruvian Government declared that it would only devote 10% of 
its export earnings to interest payments and requested private banks to postpone its amortization 
and interest payments until 31 January 1986. Finally, Colombia remained the only Latin American 
country with a relatively large debt which had not refinanced it.
Generally speaking, the conditions which were agreed upon at the third round of rescheduling 
negotiations represented a certain improvement upon the highly unsatisfactory terms granted under 
previous agreements, and also included a number of major innovations. First of all, private interna­
tional banks did not in all cases continue to insist upon making the rescheduling agreement 
conditional upon prior signature by the debtor country of an adjustment programme with the 
International Monetary Fund, which had always been required in previous refinancing agreements, 
except those reached with Cuba and Nicaragua. Thus, Venezuela (which had not rescheduled its debt 
in the previous two rounds) reached an agreement with the banks without signing an adjustment 
programme with the International Monetary Fund, as did Mexico without renewing the agreement it 
had signed with the IMF at the end of 1982. In the case of Uruguay, the creditor banks agreed to 
refinance amortization payments over a longer period ( 1985 -1989) than that covered by the stand-by 
credit agreement reached with the Fund (1985-1986).
A second major change lay in the considerable increase in the amounts covered by the 
rescheduled amortization payments. This was particularly noteworthy in the agreement with 
Ecuador (under which the amortization payments rescheduled were equal to 95% of its total debt 
with private international banks), and in those reached with Uruguay and Mexico (in which the 
figure was approximately 70%) and Argentina (55%). In total, the amounts rescheduled by the 11
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countries that signed agreements represented almost US$ 100 billion, which was equivalent to 
approximately 65% of their combined debt with private international banks.
A third innovation was the rescheduling, in some cases, of amortization payments over 
much longer periods than in previous rounds. For example, Mexico, the Dominican Republic and 
Venezuela rescheduled maturities for six years and Ecuador and Uruguay for five. Argentina 
rescheduled maturities for four years (although these included those for the 1982-1983 period) and 
Chile for three. The remaining countries refinanced amortization payments for two years, with the 
exception of Cuba, which only rescheduled those for 1985.
Moreover, these innovations went hand in hand with more satisfactory conditions with regard 
to terms, rates of interest and commissions. The spread over LIBCR charged by the banks for the 
rescheduled credits —which had dropped from an average of 2.25% in the first round of renegotia­
tions to 1.85 % in the second— was reduced to 1.38% in the third round; the lowest level ( 1.13 %) was 
in the agreements signed by Mexico and Venezuela and the highest (1.66%) in the rescheduling of 
Costa Rica's debt. Repayment periods were considerably lengthened, and varied between a minimum 
of 10 ten years in the cases of Costa Rica and Cuba and a maximum of 14 years in that of Mexico (see 
table 35). Grace periods were shortened, from an average of five years in the second round of 
rescheduling to three years in most of the agreements signed in 1985, with the exception of Cuba and 
Chile —which obtained six years— and Mexico and Venezuela —to whom the banks did not grant 
grace periods, but whose amortization payments will be very low during the initial years. Finally, 
unlike previous rounds, no commission was charged in this round for the rescheduling of amortiza­
tion payments, with the exception of the agreements reached with Costa Rica (1%), Honduras 
(0.88%) and Cuba (0.38%).
However, the favourable impact of the relative improvement in the conditions applying to the 
rescheduling of amortization payments was somewhat offset by the reduction of fresh credits granted
Table 34
LATIN AMERICA: RESCHEDULING CF EXTERNAL DEBT WITH 
PRIVATE BANKS: 1982/1985°
(Millions o f dollars)
F irst round  1982/1983 Second round  1983/1984 T h ird  round  19& Ì/1985
C ountry M aturities credit M aturities credit M aturities credit
A m o u n t Y ears A m oun t A m oun t Y ears A m ount A m ount Y ears A m ount
A rg en tin a 13 000 Sep. 82-83c 1 500 - - - 13 500 82-85 4 200
Brazil 4 800 83 4 400 5 400 84 6 500 - - -
C osta  R ica 650 82-84 225 - - - 280 85-86 75
Cuba 130 Sep. 82-83 - 103 84 - 82 85 -
Chile 3 424 83-84 1 300 - - 780 5 700 85-87 7U-illd
Ecuador 1 970 N ov. 82-83 431 900 84 - 4 800 85-89 200
H onduras 121 82-84 - - - - 220 85-86 -
M exico 23 700 Aug. 82-84 5 000 12 000 ' Aug. 82-84 3 800 48 700 85-90 -
Panam a 180 83 100 - - - 603 85-86 60
P eru 400 83 450 662 84-Jul. 85 - - - -
D om in ican
R epublic 568' 82-83c - - - - 790 82-85 -
U ruguay 630 83-84 240 - - - 2 130 85-89
V enezuela - - - - - - 21 200 83-88 -
Source: ECLAC, on the basis of official data and information from various national and international sources.
"For each round the first column gives the amounts of amortization payments rescheduled, the second indicates the years for which amortization 
payments were restructured and the third shows the fresh credit granted by private banks as an integral part of this rescheduling. The table does 
not include information on the maintenance of short-term lines of credit and bridging credits granted by the United Scares Treasury 
Department, the Bank for International Settlements, etc. In some cases includes maturities already rescheduled in
1982/1983. cThe agreement was never signed and the maturities were included in the new 1984/1985 agreement. The figures




LATIN AMERICA: TERMS OF RESCHEDULING OF EXTERNAL DEBTS WITH 
PRIVATE BANKS: 1982/1985”
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Argentina 2.16C 6.8C 1.25c - - - 1.44 11.5 0.15
Brazil 232 8.0 1.50 2.00 9.0 1.00 - - -
Costa Rica 2.25 8.0 1.00 - - - 1.66 9.4 1.00
Cuba 2.25 7.0 1.25 1.88 9.0 0.88 1.50 10.0 0.38
Chile 2.16 7.0 1.25 1.75 9.0 0.63 1.42 12.0 0.08
Ecuador 2.28 6.7 1.25 1.75 9.0 0.88 1.39 11.9 -
Honduras 2.38 7.0 1.38 - - - 1.58 11.0 0.88
Mexico 1.95 7.6 1.05 1.50 10.0 0.63 1.13 14.0 -
Panama 2.25 6.0 1.50 - - - 1.40 11.7 0.05
Peru
Dominican
2.25 8.0 1.25 1.75'' 9.& 0.75'' - - -
Republic 2.25c 6.0C 1.25c - - - 1.38 13.0 -
Uruguay 2.25 6.0 1.41 - - - 1.38 12.0 -
Venezuela - - - - - - 1.13 12.5 -
Source: ECLAC, Economic Development Division, on the basis of official data provided by the countries and by a variety of national and 
international sources.
"Each column represents the terms agreed upon with the banks for the rescheduled maturities and/or new credit. When the country negotiated 
both the rescheduling of maturities and the granting of fresh funds, the figure represents a weighted average of the two. Calculated as
a percentage of the total amount of the transaction and paid once only when the loan contracts were signed. ' This agreement never
came into effect. The corresponding maturities were ultimately incorporated into the agreement which formed part of the third 
round. ''This agreement has not been concluded.
by the banks. Banks remained reluctant to make any significant increase in their commitments in 
Latin America and agreed to grant further loans worth just US$ 4.75 billion in 1985, an amount 
which was not only lower than the fresh credit granted in previous rounds, but also far lower than the 
interest which the countries of Latin America paid them in 1985.
Moreover, as can be seen in table 34, only five of the 11 countries which signed agreements 
during the year received fresh credits, and almost 90% of the total went to Argentina, which in 
previous years had received only short-term bridging credits from private banks. In 1985 Chile 
received Us$ 714 million in fresh credit —a smaller amount than the US$ 1.3 billion and US$ 780 
million granted in 1983 and 1984, respectively— while Ecuador obtained US$ 200 million, Costa Rica 
US$ 75 million and Panama US$ 60 million.
Furthermore, conditions under which the fresh credit was granted by banks were, in general, 
harsher than those of the rescheduled amortization payments: the average repayment period was 9.5 
years; the periods of grace fluctuated between a minimum of two years in the case of Costa Rica and a 




ECONOMIC EVOLUTION OF THE 
INDIVIDUAL COUNTRIES

A R G E N T IN A
1. Recent economic trends: Introduction and summary
The Argentine economy has been passing through a long period of stagnation and intense fluctua­
tions. In 1985 the gross domestic product declined by 4.4%, owing mainly to the fall in domestic 
demand, for consumption contracted after two years of growth, while investment expenditure 
suffered another marked fall. There was thus a continuation of the trend which has led to very low 
levels of capital formation. The trade surplus, for its part, rose for the fourth year running and 
reached the record sum of US$ 4.8 billion. At the same time inflation went down sharply from 690% 
in 1984 to 385% in 1985, with its rates falling abruptly in the second half of the year (see table land 
figure 1).
There was a marked difference in the performance of the economy from one half-year to the 
other (see table 2). In the first half the trends prevailing at the end of 1984 were accentuated: the 
product and real wages declined, while inflation continued to soar. Indeed, the latter reached 
extraordinarily high levels, with the consumer price index rising at an average rate of around 26% 
per month. Although the situation did not become as critical as in the hyperinflationary episodes of a 
number of countries after the two World Wars, the functioning of the economy was seriously affected. 
The dizzy rise in prices created a climate of great uncertainty which appreciably shortened the 
horizon of decisions, thus hampering action in respect of economic policy as well as private sector 
activities. Moreover, there seemed to be a danger of a further increase in inflation, and this fact, 
combined with the decline in real income, was causing serious social tensions and threatening to 
produce political turbulence.
In mid-June the government announced a stabilization programme known as the "Plan 
Austral". The official diagnosis stressed the need for rapid stabilization: a gradual approach might 
mean that inflation would remain too long at untenable levels and involve the risk of a prolonged 
contraction of productive activity. From previous unsuccessful national attempts to curb inflation the 
authorities deduced that the monetary and fiscal measures for slowing down the rise in nominal 
demand should be combined with an incomes policy to co-ordinate the transition of price levels to a 
much less inflationary course. It was also considered essential to achieve a reversal of expectations, so 
that the curbing of inflation would not cause excessive upsets.
Thus the programme of 14 June included policies designed to influence prices both directly and 
through costs, demand and expectations, with the aim of achieving a sharp cutting down of inflation. 
Similarly, a system of conversion of contracts was introduced in order to neutralize possible transfers 
of wealth caused by an abrupt change in price dynamics. Under this system, changes were decreed in 
the real value of future commitments contracted in nominal terms or with certain adjustment clauses.
From a fiscal and monetary standpoint, the programme envisaged a drastic reduction of the 
public sector deficit (to the point where the projected imbalance for the second half of the year was 
lower than the interest payable on the external public debt) and it was announced that the 
government would cease to seek financing from the Central Bank.
The adjustment proposed in the fiscal accounts was based in particular on:
- the reduction of investment and'personal expenditure (real wages in the public sector had 
fallen substantially in the first half of the year);
- the increase in tax revenue, thanks to the drop in the inflation rate (taking into account the 
lag between the time when taxes fall due and the time when they are received) and to the 
application of higher taxes on foreign trade and fuels;
- the rise in the real values of public service charges (which took place gradually during the first 
half of the year), and
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- the ligh ten ing  of the financial burden borne by the Central Bank as a result o f the fall in the 
nom inal in terest rate and, consequently, in the am ount o f in terest paym ents in respect of the 
cash reserves of the com mercial banks.
On the o ther hand, it was decided not to reduce social expenditure or effect m ass dism issals of 
personnel.
The incomes policy, for its part, was to be initially based on a general freeze o f prices, service 
charges, the exchange rate and wages. In this last case the increase of 22.6%  which was due to come 
into force in June in accordance with the previous adjustm ent clause was still allowed.
Table 1
ARGENTINA: M AIN ECONOMIC INDICATORS
1979 1980 1981 1982 1983 1984 1985"
Indexes(1980:
A. Basis economic indicators
Gross domestic product at market prices 98.4
== 100) 
100.0 93.3 87.4 90.0 92.0 88.0
Gross national income 98.4 100.0 91.2 82.8 84.5 86.8 81.1
Population (millions of inhabitants) 27.8 28.2 28.7 29.2 29.6 30.1 30.6
Per capita gross domestic product 100.0 100.0 91.8 84.6 85.8 86.3 81.3
B. Short-run economic indicators
Gross domestic product
Growth rates
6.7 1.6 -6.7 -6.3 3.0 2.2 -4.4
Per capita gross domestic product 5.0 - -8.2 -7.8 1.4 0.6 -5.8
Gross national income 7.7 1.6 -8.8 -9.2 2.1 2.9 -5.7
Unemployment rate c 2.0 2.3 4.5 4.8 4.2 3.8 5.3
Consumer prices
December to December 139.7 87.6 131.3 209.7 433.7 688.0 385.4
Variation between annual averages 159.5 100.8 104.6 164.8 343.8 626.7 672.1












Current income of government 170.0 79.8 97.9 168.3 342.2 632.3 1 501.3
Total expenditure of government 163.2 110.6 139.2 145.9 568.7 385.0 1 175.8
Fiscal deficit/total expenditure of 
government' 54.5 50.4 67.2 50.5 37.8
Current value of exports of goods
and services 22.6 7.8 9.7 -15.4 1.2 3.1 3.9
Current value of imports of goods 
and services 76.8 49.1 -11.2 -43.9 -10.7 2.8 -14.0
Terms of trade (goods and services) 13.4 4.2 -6.6 -22.4 »2.1 -1.3 -11.7
External sector
Trade balance (goods and services)
Millions of dollars 
403 -3 191 -757 2 667 3 469 3 591 4 800
Net payments of profits and interest -973 -1607 -3 932 -5 054 -5 922 -6 135 -5 750
Balance on current account -535 -4 774 -4 712 -2 354 -2 436 -2 542 -950
Balance on capital account 4 760 2  176 1 519 1686 -13 2 686 3 600
Variation in net international reserves 4 424 -2 666 -3 408 -806 -2 379 2 500
External debt' 19034 27 162 35 671 43 634 45 087 46 903 48 312
Source: ECXAC, on the basis of official figures.
"Preliminary figures. "Simple average of the results of surveys for each year in the Federal Capital and Greater Buenos Aires.
’Percentages. AVariation between annual averages of real wages. ’Total medium- and long-term external debt.
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B e f o r e  t h e  l a u n c h i n g  o f  t h e  p r o g r a m m e ,  t h e  g o v e r n m e n t  m a d e  m a j o r  a d j u s t m e n t s  t o  t h e  
e x c h a n g e  r a t e  a n d  p u b l i c  s e c t o r  c h a r g e s ,  i n  o r d e r  t o  i n c r e a s e  t h e m  i n  r e a l  t e r m s ,  w h i l e  i t  c o n s i d e r a b l y  
r e l a x e d  t h e  c o n t r o l s  o n  i n d u s t r i a l  p r i c e s ;  s i m i l a r l y ,  i t  s t i m u l a t e d  t h e  r e c o v e r y  o f  m e a t  p r i c e s .  T h e s e  
m e a s u r e s  w e r e  d e s i g n e d  t o  e s t a b l i s h  t h e  s e t  o f  m a i n  r e l a t i v e  p r i c e s  t h a t  w q u l d  p r e v a i l  a f t e r  t h e  f r e e z e .  
A t  t h e  t i m e ,  h o w e v e r ,  s u c h  m e a s u r e s  c o u l d  a l s o  h a v e  b e e n  i n t e r p r e t e d  a s  t h e  p r e l u d e  t o  a  n e w  
u p s w i n g  o f  i n f l a t i o n .  H e n c e  i t  i s  p r o b a b l e  t h a t  i n  m i n d - J u n e  t h e  g r e a t e r  p a r t  o f  t h e  p o p u l a t i o n  
e x p e c t e d  a  w o r s e n i n g  o f  t h e  e c o n o m i c  s i t u a t i o n .
T h e  a n n o u n c e m e n t  o f  t h e  s t a b i l i z a t i o n  p l a n  c r e a t e d  a  t u r n a r o u n d  i n  t h e  a t t i t u d e  o f  t h e  g e n e r a l  
p u b l i c  a n d  a  l e s s  a p p r e c i a b l e  c h a n g e  i n  t h a t  o f  t h e  s o c ia l  a n d  p o l i t i c a l  o r g a n i z a t i o n s .  A  s y m p t o m  o f  
t h i s  p h e n o m e n o n  w a s  t h e  w i d e s p r e a d  r e n e w a l  o f  b a n k  d e p o s i t s ,  d e s p i t e  t h e  f a l l  f r o m  2 8 %  t o  4 %  p e r  
m o n t h  i n  t h e  n o m i n a l  i n t e r e s t  r a t e  i n  t h e  r e g u l a t e d  s e g m e n t .  T h i s  d i d  n o t  im p l y  a  s t a b i l i z a t i o n  o f  
e x p e c t a t i o n s ,  b u t  c e r t a i n l y  a  c l e a r - c u t  c h a n g e  w i t h  r e s p e c t  t o  t h e  s i t u a t i o n  p r i o r  t o  t h e  a n n o u n c e m e n t  
o f  t h e  p r o g r a m m e .  B e s i d e s  t h i s ,  t h e  d e m a n d  o f  c o n s u m e r s  t h a t  t h e  p r i c e s  i n  f o r c e  w h e n  t h e  p l a n  w a s  
l a u n c h e d  s h o u l d  b e  r e s p e c t e d  p l a y e d  a n  i m p o r t a n t  p a r t  i n  t h e  a b r u p t  s l a c k e n i n g  o f  i n f l a t i o n ,  d e s p i t e  
t h e  i n i t i a l  d i f f i c u l t i e s  e n c o u n t e r e d  i n  a d m i n i s t e r i n g  t h e  f r e e z e .  I n  t h e  s e c o n d  h a l f  o f  t h e  y e a r  t h e  
w h o l e s a l e  p r i c e  i n d e x  v a r i e d  b y  o n ly  0 . 6 %  p e r  m o n t h ,  a l t h o u g h  c o n s u m e r  p r i c e s ,  i n f l u e n c e d  b y  t h e  
i n c r e a s e  i n  t h e  p r i c e s  o f  s e r v i c e s  a n d  s o m e  p r i m a r y  p r o d u c t s ,  r o s e  m o r e  r a p i d l y  ( 3 . 1 % ) .  T h u s ,  
i n f l a t i o n  i n  t h e  s e c o n d  h a l f  o f  1 9 8 5  w a s  i n  m a r k e d  c o n t r a s t  t o  i t s  r a p i d  r i s e  i n  t h e  p r e v i o u s  p e r i o d ,  a n d  
i t  w a s  m u c h  b e l o w  t h e  a v e r a g e  f o r  a n y  o f  t h e  t e n  p r e c e d i n g  y e a r s .
T h e  r e a l  p r o d u c t ,  w h i c h  h a d  a l r e a d y  b e e n  d e c l i n i n g ,  s h o w e d  a  m a r k e d  a d d i t i o n a l  f a l l  i n  t h e  t h i r d  
q u a r t e r .  I n d u s t r i a l  p r o d u c t i o n  i n  p a r t i c u l a r  w a s  a f f e c te d  b y  v a r i o u s  c o n t r a c t i v e  f a c t o r s :  t h e  i n i t i a l  
u n c e r t a i n t y  c o n c e r n i n g  t h e  a u t h o r i z e d  p r i c e s ,  w h i c h ,  h a d  a  p a r t i c u l a r l y  s t r o n g  i n f l u e n c e  o n  i n t e r m e ­
d i a t e  t r a n s a c t i o n s ;  t h e  d e c l i n e  i n  c o n s u m e r s '  i n c e n t i v e s  t o  h a s t e n  p u r c h a s e s ;  a n d  t h e  r e d u c e d  d e m a n d  
f o r  s to c k s .  N e v e r t h e l e s s ,  a  g r a d u a l  r e c o v e r y  w a s  o b s e r v e d  i n  i n d u s t r i a l  s a l e s  w h i c h  m a d e  p o s s i b l e  t h e  
a b s o r p t i o n  o f  s u r p l u s  s t o c k s  a n d  w a s  s o o n  a f t e r w a r d s  r e f l e c t e d  i n  p r o d u c t i o n .  I n  t h e  f o u r t h  q u a r t e r  
g r o w t h  i n  a c t i v i t y  w a s  a p p r e c i a b l e  a n d  w i d e s p r e a d ,  s o  t h a t ,  d i s c o u n t i n g  s e a s o n a l  f a c t o r s ,  t h e  p r o d u c t  
o f  t h a t  p e r i o d ,  t h o u g h  s t i l l  b e l o w  t h a t  o f  t h e  l a s t  q u a r t e r  o f  1 9 8 4 ,  w a s  t h e  h i g h e s t  o f  t h e  y e a r .  T h u s ,  
a p a r t  f r o m  t h e  i n i t i a l  i m p a c t ,  t h e  p r o n o u n c e d  f a l l  i n  t h e  i n f l a t i o n  r a t e  w a s  n o t  a c c o m p a n i e d  b y  a n  
i n t e n s i f i c a t i o n  o f  t h e  r e c e s s i o n .
T h e  b e h a v i o u r  o f  r e a l  w a g e s  i n  1 9 8 5  h a s  g i v e n  r i s e  t o  c o n t r o v e r s y ,  m a i n l y  c o n n e c t e d  w i t h  t h e  
m a n n e r  o f  m e a s u r i n g  t h e  e f f e c t  o f  i n f l a t i o n  o n  t h e  p u r c h a s i n g  p o w e r  o f  w a g e s .  A c c o r d i n g  t o  t h e  
t r a d i t i o n a l  m e t h o d  o f  c a l c u l a t i n g  r e a l  w a g e s ,  t h e s e  w o u l d  h a v e  d e c l i n e d  i n  t h e  s e c o n d  h a l f  o f  t h e  y e a r ;  
n o n e t h e l e s s ,  i f  a c c o u n t  i s  t a k e n  o f  t h e  l a g  b e t w e e n  t h e  t i m e  w h e n  i n c o m e s  b e c o m e  d u e  a n d  w h e n  th e y  
a r e  p a i d ,  a n d  b e t w e e n  t h e  l a t t e r  t i m e  a n d  t h e  " a v e r a g e "  m o m e n t  o f  e x p e n d i t u r e ,  t h e  d e c l i n e  i n  
i n d u s t r i a l  w a g e s  m a y  h a v e  b e e n  s l i g h t ,  o r  e v e n  n o n - e x i s t e n t ,  a c c o r d i n g  t o  t h e  h y p o t h e s i s  e m p l o y e d .  
A t  a l l  e v e n t s ,  a t  t h e  e n d  o f  1 9 8 5  r e a l  w a g e s  w e r e  c l e a r ly  b e l o w  t h e  v a l u e s  t h e y  h a d  a t t a i n e d  i n  1 9 8 4 ,  b u t  
t h e y  w e r e  h i g h e r  t h a n  t h e  a v e r a g e s  f o r  r e c e n t  y e a r s ,  e x c e p t  p r o b a b l y  i n  c e r t a i n  a r e a s  o f  t h e  p u b l i c  
s e r v i c e  a n d  i n  s e c t o r s  s u c h  a s  c o n s t r u c t i o n  a n d  c o m m e r c e .
D e s p i t e  t h e  w e a k n e s s  o f  i n t e r n a t i o n a l  d e m a n d  f o r  t h e  m a i n  a g r i c u l t u r a l  e x p o r t  p r o d u c t s ,  t h e  
t r a d e  s u r p l u s  w a s  u n u s u a l l y  h i g h .  T h i s  w a s  d u e  t o  t h e  r i s e  i n  t h e  v o l u m e  o f  e x t e r n a l  s a l e s ,  e s p e c i a l l y  o f  
i n d u s t r i a l  g o o d s ,  a n d  t o  t h e  l o w  l e v e l  o f  i m p o r t s .  E v e n  s o ,  o w i n g  t o  t h e  h e a v y  b u r d e n  o f  i n t e r e s t  
p a y m e n t s  t h e  b a l a n c e  o n  c u r r e n t  a c c o u n t  w a s  o n c e  a g a i n  n e g a t i v e .  D e s p i t e  t h i s ,  t h e  r e f i n a n c i n g  o f  
d e b t  m a t u r i t i e s  — a f t e r  t h e  a g r e e m e n t s  m a d e  w i t h  t h e  IM F —  a n d  t h e  c a p i t a l  i n f l o w s  o b s e r v e d  f r o m  
J u n e  o n w a r d s  m a d e  p o s s i b l e  a  s i g n i f i c a n t  i n c r e a s e  i n  t h e  i n t e r n a t i o n a l  r e s e r v e s .
I n  t u r n ,  t h e  r i s e  i n  t h e  r e s e r v e s  a n d  t h e  h i g h e r  r e d i s c o u n t s  g r a n t e d  t o  t h e  f i n a n c i a l  s y s t e m  
p r o d u c e d  a  c o n s i d e r a b l e  e x p a n s i o n  i n  t h e  m o n e y  s u p p l y  i n  t h e  s e c o n d  h a l f  o f  t h e  y e a r ,  d e s p i t e  t h e  
s h a r p  f a l l  i n  t h e  e x p a n s i o n  c r e a t e d  b y  c r e d i t  t o  t h e  g o v e r n m e n t .  A t  t h e  s a m e  t i m e ,  t h e  d e m a n d  f o r  
a s s e t s  i n  n a t i o n a l  c u r r e n c y  g r e w  v i g o r o u s l y .  I n  p a r t i c u l a r ,  t h e  w e a k e n i n g  o f  i n f l a t i o n a r y  e x p e c t a t i o n s  
i n d u c e d  t h e  p u b l i c  t o  m a i n t a i n  a  m u c h  g r e a t e r  v o l u m e  o f  c a s h  s u r p l u s e s .  T h e r e  w a s  a l s o  a n  i n c r e a s e  i n  
t i m e - d e p o s i t  h o l d i n g s ,  e s p e c i a l l y  i n  t h e  s e g m e n t  o f  n o n - r e g u l a t e d  r a t e s ;  i n  c o n t r a s t ,  i n d e x e d  d e p o s i t s  
w e r e  f r e q u e n t l y  c a n c e l l e d  o n  m a t u r i t y .  N o n - r e g u l a t e d  i n t e r e s t  r a t e s  s e t t l e d  d o w n  i n  m i d - J u n e  a t  
a r o u n d  9 %  p e r  m o n t h ,  a  m u c h  l o w e r  l e v e l  t h a n  p r e v i o u s l y ,  b u t  c o n s i d e r a b l y  h i g h e r  t h a n  t h e  i n f l a t i o n  
r a t e  i m p l i c i t  i n  t h e  f r e e z e .  T h i s  s i t u a t i o n  m i g h t  b e  v i e w e d  a s  a  s y m p t o m  o f  i n f l a t i o n a r y  e x p e c t a t i o n s  
n o t  fu l ly  d i s s i p a t e d ,  a n d  a l s o  a s  a  r e f l e c t i o n  o f  a  g r e a t e r  d e m a n d  f o r  m o n e y .  A s  t h e  m o n t h s  p a s s e d ,  
n o m i n a l  i n t e r e s t  r a t e s  s lo w ly  d e c l i n e d ,  a l t h o u g h  th e y  r e m a i n e d  h i g h e r  t h a n  t h e  i n f l a t i o n  r a t e s .  I n
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Figure 1
ARGENTINA: MAIN ECONOMIC INDICATORS
Gross national income3
Urban unemployment''






1970 1973 1976 1979 1982 1985
Source: ECLAC,. on the  basis o f  official data.
aA nnual grow th rate. *> Average annual rate in the Federal Capital and G reater Buenos Aires.
cP ercen tage  v aria tion  from  D ecem ber to  December.
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Figure 1 (conclu dt. J)
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dBilli ons o f  dollars. P e rcen tag es ,
o t h e r  w o r d s ,  t h e  e x - p o s t  c o s t  o f  c r e d i t  c a m e  t o b e  h i g h ,  e s p e c i a l l y  f o r  t h o s e  s e c t o r s  i n  w h i c h  t h e  f r e e z e  
w a s  a p p l i e d  m o r e  r i g o r o u s l y .  A l t h o u g h  t h i s  w a s  a  c u r b  o n  e c o n o m i c  r e v i v a l ,  i t  i s  p r o b a b l e  t h a t  t h e  lo w  
i n i t i a l  v a l u e s  o f  i n d e b t e d n e s s  h a v e  l i m i t e d  t h e  i n c i d e n c e  o f  t h e  h i g h  r e a l  i n t e r e s t  r a t e s  o n  n e t  w o r t h .
I n  s u m ,  t h e  " P l a n  A u s t r a l "  c a u s e d  a  d r a s t i c  s l o w d o w n  i n  p r i c e  r i s e s  a n d  le d  t o  a  g r a d u a l  b u t  
m a n i f e s t  n o r m a l i z a t i o n  o f  t h e  e c o n o m y .  T o w a r d s  t h e  e n d  o f  1 9 8 5  t h e  d a n g e r  o f  h y p e r i n f l a t i o n ,  w h i c h  
w a s  c l e a r ly  p e r c e p t i b l e  p r i o r  t o  t h e  p r o g r a m m e ,  s e e m e d  t o  h a v e  b e e n  s u r m o u n t e d .  T h e  m a i n  
p r o b l e m s  f a c i n g  t h e  e c o n o m y  w e r e  t h e  m a i n t e n a n c e  o f  lo w  i n f l a t i o n  r a t e s  a n d  t h e  r e s t o r a t i o n  o f  
g r o w t h .  A s  r e g a r d s  t h e  f o r m e r ,  t h e  i n t e n t i o n  w a s  t o  s e e k  m o r e  p e r m a n e n t  b a s e s  f o r  s u s t a i n i n g  f i s c a l  
e q u i l i b r i u m  a n d  t o  d e f i n e  a  p r i c e s  a n d  i n c o m e s  p o l i c y  w i t h  a  l o n g e r  h o r i z o n  t h a n  c o u l d  b e  f o r e s e e n  f o r  
t h e  f r e e z e ,  t a k i n g  i n t o  a c c o u n t  t h e  i n t e n s i t y  o f  t h e  d i s t r i b u t i o n  s t r u g g l e .
F r o m  t h e  s t a n d p o i n t  o f  r e a l  a c t i v i t y ,  t h e  r e d u c t i o n  o f  t h e  u n c e r t a i n t y  r e g a r d i n g  i n f l a t i o n  w a s  
u n d o u b t e d l y  a  m a j o r  f a c to r .  A t  a l l  e v e n t s ,  a s id e  f r o m  t h e  r e c o v e r y  o f  t h e  p r o d u c t  o b s e r v e d  t o w a r d s  t h e  
e n d  o f  1 9 8 5 ,  t h e  e c o n o m y  h a d  t o  s e t  a b o u t  c h a n g i n g  a  l o n g - s t a n d i n g  t e n d e n c y  t o  s t a g n a t i o n .  E x t e r n a l  
c o n d i t i o n s  w e r e  n o t  f a v o u r a b l e :  a l t h o u g h  t h e r e  w a s  a  n o t i c e a b l e  f a l l  i n  i n t e r n a t i o n a l  i n t e r e s t  r a t e s ,  
t h e  d e b t  b u r d e n  r e m a i n e d  v e r y  h e a v y  a n d  t h e  t e r m s  o f  t r a d e  s h o w e d  a n d  a d v e r s e  t r e n d .  O n e  o f  t h e  
m a i n  i s s u e s  i n  d e b a t e  w a s  h o w  t o  i n c r e a s e  t h e  s e v e r e ly  r e d u c e d  v o l u m e  o f  r e s o u r c e s  d e s t i n e d  f o r
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capital accumulation and how to administer them in order to optimize their dynamizing effect on the 
economy. Within the budgetary restrictions, the government was concentrating its support on 
certain sectors considered to have growth potential and on specific projects which fulfilled conditions 
of adequate productivity and where most of the capital investment was contributed by the private 
sector.
2. Trends in economic activity
a) Total supply and demand
The adaptation of the economy to the great crisis that broke out at the beginning of the 1980s 
gave rise to marked fluctuations in economic activity, within the context of a trend towards stagnation 
or regression. The GDP fell sharply in 1981 and 1982 and rose slightly in the two following years. This 
cyclical recovery had some special features: imports remai ned depressed and investment conti nued to 
fall, while consumption became the most dynamic component of demand. In 1985 this growth in 
consumption was reversed and activity once again declined. The recession reached its peak in the 
third quarter, but, in contrast to other occasions, it was not precipitated by an acute scarcity of foreign 
exchange, since although the external debt remained a chronic problem the balance-of-payments 
situation was not particularly serious. On the contrary, the setback in production seemed to be 
associated in this case with the acute inflation observed up to June and with a number of temporary 
effects of the policies aimed at combating it. In the second half of the year there was a manifest,
Table 2
ARGENTINA: QUARTERLY EVOLUTION OF SOME OF THE 
MAIN ECONOMIC INDICATORS
1984 1985'3
I II m IV I II III IV
Fiscal deficit/total
expenditure of Central 
Government (percentages) 67.2 52.1 48.9 46.8 35.6 66.8 4.1 -9.7'
Unemployment rate 
Terms of trade
4.1 3.5 5.7 4.9
(index 1980 = 100)P 
Trade balance (goods)
94.0 100.0 93.5 85.3 83.5 78.3 83.9 85.6
(in millions of dollars) 1 294.3 1 349.1 755.1 124.1 826.9 1 642.6 1 330.5 800.0
Growth rates in relation to the previous quarter
Gross domestic product of 
manufacturing at factor 
cost (de-seasonalized) 0.4 6.1 1.0 -4.8 -5.6 -4.2 -5.7 13.7
Consumer prices 
Normal hourly wage of
58.3 63.6 85.3 64.2 91.0 111.4 11.6 7.7
industrial workers (real)* 6.4 6.2 -1.7 3.9 -9.6 -2.5 -2.0 -1.6
Money 48.4 64.5 36.2 86.9 43.9 135.0 41.2 45.2
Source: liŒAC Office* in Buenos Aires, on the basis of official data.
" Preliminjry figures. Based on cjsh duru supplied by the General Treasury of the Nation. ' excludes the regularization of arrears
in the servicing of the guaranteed ex ter nj I debt registered in the accounts in December through the transfer of external loans from the Cene ral 
Bank to the Treasury; this allocution considerably raises both the deficit and the total expenditure for December (and for the quarter), although 
it reflects operations which t<^k place during the whole of the year and even in previous financial years; such régularisation is included, the 
ratio rises to -I-I.V?. ' Surveys taken in April and October in the Federal Capital and Greater Buenos Aires. ' Based on new
estimates of foreign trade price indexes. Variation between the last month of a quarter and the last month of the preceding
quarter. "Variation in quarterly averages of monthly values, deflated by the average of the CPI in the month when the wage is payable
and the following month. 'Variation in end-of-quarter balances.
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Table 3
ARGENTINA: TOTAL SUPPLY AND DEMAND
Indexes (1980 =•• 100) Percentagebreakdown Growth rates
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
Total supply 86.5 88.5 84.2 108.5 103.8 -8.9 2.4 2.3 -4.8
Gross domestic product
at market prices 90.0 92.0 88.0 100.0 100.0 -6.3 3.0 2.2 -4.4
Imports of goods and
services 45.0 46.7 39.7 8.5 3.8 -43.0 -8.7 3.8 -14.9
Total demand 86.5 88.5 84.2 108.5 103.8 -8.9 2.4 2.3 -4.8
Domestic demand 83.5 85.9 80.1 102.1 92.9 -10.5 2.1 2.9 -6.8
Gross domestic investment 61.1 53.5 44.5 22.7 11.5 -16.3 -5.1 -12.4 -16.8
Gross fixed investment 62.0 56.0 51.2 22.2 12.9 -24.6 -0.7 -9.6 -8.6
Construction 66.0 54.8 52.8 15.5 9.3 -19.2 -6.0 -17.0 -3.7
Machinery and equipment 52.7 58.9 47.6 6.7 3.6 -39.3 18.8 11.7 -19.1
Public
Private
Total consumption 90.0 95.3 90.4 79.3 81.4 -9.1 3.7 5.9 -5.2
General government 
Private
Exports of goods and
services 133.9 128.5 149.6 6.4 10.9 10.8 5.6 -4.0 16.4
Source: ECLAC, on the basis of official figures-
Note: The figures for exports and imports of goods and services were taken from the IMF balance of payments data in current dollars and 
converted to constant 1980 values using unit value indexes calculated by ECLAC for the purpose.
"Preliminary figures.
t h o u g h  s t i l l  i n c i p i e n t ,  r e v i v a l  o f  a c t i v i t y ,  w h i c h  s u g g e s t e d  t h e  p o s s i b i l i t y  o f  a  r e t u r n  t o  m o r e  n o r m a l  
c o n d i t i o n s  i n  t h e  f u n c t i o n i n g  o f  t h e  e c o n o m y .
E x p o r t s  w e r e  t h e  o n l y  c o m p o n e n t  o f  a g g r e g a t e  d e m a n d  t h a t  g r e w  i n  1 9 8 5 ,  a n d  t h e i r  i n c r e a s e  
w a s  c o n s i d e r a b l e  ( 1 6 . 5 % )  ( s e e  t a b l e  3 ) .  T h e  g r e a t e r  v o l u m e s  w e r e  b a s e d  o n  a n  i n c r e m e n t  i n  b o t h  
t r a d i t i o n a l  e x p o r t s  a n d  m a n u f a c t u r e s .  T h e  f o r m e r  e x p a n d e d  o w i n g  t o  t h e  g o o d  h a r v e s t  o b t a i n e d  i n  
t h e  1 9 8 4 / 1 9 8 5  s e a s o n ,  w h e r e a s  t h e  i n d u s t r i a l  e x p o r t s  w e r e  p a r t l y  d u e  t o  t h e  c o n t r a c t i o n  o f  d o m e s t i c  
d e m a n d .  I n  c o n t r a s t ,  t h e r e  w a s  a  s u b s t a n t i a l  f a l l  i n  i m p o r t s  ( 1 5 % ) ,  o w i n g  i n  p a r t i c u l a r  t o  t h e  r e d u c e d  
p u r c h a s e s  o f  i n t e r m e d i a t e  g o o d s .  T h u s  t h e  d e g r e e  o f  o p e n n e s s  o f  t h e  e c o n o m y ,  m e a s u r e d  b y  t h e  r a t i o  
o f  e x p o r t s  o f  g o o d s  a n d  s e r v i c e s / g r o s s  d o m e s t i c  p r o d u c t ,  r o s e  t o  1 1 %  — a  m u c h  h i g h e r  v a l u e  t h a n  
w a s  t r a d i t i o n a l  i n  t h e  c o u n t r y —  w h e r e a s  t h e  c o e f f i c i e n t  o f  i m p o r t s  d i d  n o t  r e a c h  4 % ,  a  l e v e l  s i m i l a r  t o  
t h a t  r e c o r d e d  i n  t h e  1 9 7 0 s .  I n  o t h e r  w o r d s ,  t h e  t r a d e  s u r p l u s  i n  r e a l  g o o d s  a n d  s e r v i c e s  a m o u n t e d  t o  
7 %  o f  t h e  p r o d u c t ,  w h i c h  s h o w s  t h e  m a g n i t u d e  o f  t h e  r e s o u r c e s  t r a n s f e r r e d  a b r o a d  a n d  w i t h d r a w n ,  i n  
p a r t i c u l a r ,  f r o m  d o m e s t i c  i n v e s t m e n t .
C o n s u m p t i o n  d e c l i n e d  b y  o v e r  5 %  a f t e r  t w o  y e a r s  o f  g r o w t h .  T h i s  w a s  p a r t l y  d u e  t o  t h e  f a l l  i n  
r e a l  w a g e s  ( p e r c e p t i b l e  a b o v e  a l l  i n  t h e  p u b l i c  s e c t o r )  a n d ,  i m m e d i a t e l y  a f t e r  t h e  s t a r t  o f  t h e  
s t a b i l i z a t i o n  p r o g r a m m e ,  t o  t h e  p o s t p o n e m e n t  o f  p u r c h a s e s  o n  t h e  p a r t  o f  f a m i l i e s .  T h i s  e f f e c t  w a s  o f  
s h o r t  d u r a t i o n :  a f t e r  a  t i m e  t h e r e  w a s  a  n o t i c e a b l e  r i s e  i n  e x p e n d i t u r e ,  s t i m u l a t e d  i n  p a r t  b y  a  g r e a t e r  
s u p p l y  o f  c r e d i t  f o r  s a l e s  o f  d u r a b l e  g o o d s ,  s o  t h a t  t h e  l e v e l  o f  c o n s u m p t i o n  i n  t h e  f o u r t h  q u a r t e r  ( n e t  
o f  s e a s o n a l  i n f l u e n c e s )  w a s  p r o b a b l y  t h e  h i g h e s t  o f  t h e  y e a r .
G r o s s  c a p i t a l  f o r m a t i o n  f e l l  o n c e  a g a i n ,  a s  h a d  h a p p e n e d  y e a r  a f t e r  y e a r  s i n c e  1 9 8 0 . T h e  
r e d u c t i o n  i n  s t o c k s  w a s  a n  i m p o r t a n t  f a c t o r  i n  t h i s  d e c l i n e .  I n  t h e  f i r s t  p a r t  o f  t h e  y e a r  t h e  s to c k s  o f  
i n d u s t r i a l  p r o d u c t s  p r o b a b l y  i n c r e a s e d ,  a s  i s  t y p i c a l  i n  p e r i o d s  o f  r e c e s s i o n .  T h e  l a u n c h i n g  o f  t h e  
a n t i - i n f l a t i o n a r y  p r o g r a m m e  c r e a t e d  p o w e r f u l  i n c e n t i v e s  f o r  t h e  l i q u i d a t i o n  o f  s t o c k s ;  h o w e v e r ,  a n d
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t h i s  h e l p e d  t o  d e p r e s s  a g g r e g a t e  d e m a n d  i n  t h e  t h i r d  q u a r t e r .  S u b s e q u e n t l y ,  b e f o r e  t h e  r e v i v a l  o f  
s p e n d i n g ,  e n t e r p r i s e s  a d j u s t e d  t h e i r  o u t p u t  m o r e  s lo w ly ,  s o  t h a t  t h e r e  a p p e a r e d  t o  b e  a  s i g n i f i c a n t  
a b s o r p t i o n  o f  s t o c k s .  A t  t h e  s a m e  t i m e ,  g r o s s  f i x e d  i n v e s t m e n t  w e n t  d o w n  b y  8 . 6 % ,  c a u s i n g  t h e  
c o e f f i c i e n t  o f  f i x e d  i n v e s t m e n t  t o  f a l l  t o  1 3 %  ( s e e  t a b l e  3 ) .  T h i s  f a l l ,  m o r e o v e r ,  w a s  w i d e s p r e a d ,  s i n c e  
i t  a f f e c te d  b o t h  p u b l i c  a n d  p r i v a t e  i n v e s t m e n t ,  c o n s t r u c t i o n  a c t i v i t i e s  a n d  e x p e n d i t u r e  o n  e q u i p m e n t .
I n  c o n s t r u c t i o n ,  w h i c h  w a s  a t  a  v e r y  d e p r e s s e d  le v e l ,  t h e  f a l l  w a s  c o n c e n t r a t e d  i n  w o r k s  d e s t i n e d  
f o r  t h e  p r i v a t e  s e c t o r ,  d e m a n d  f o r  w h i c h  w a s  w e a k e n e d  b y  t h e  d r o p  i n  a g g r e g a t e  i n c o m e  a n d  t h e  n o w  
c h r o n i c  d e a r t h  o f  f i n a n c i n g .  P u b l i c  c o n s t r u c t i o n ,  o n  t h e  o t h e r  h a n d ,  s e e m s  t o  h a v e  r i s e n  s l i g h t l y ,  e v e n  
t h o u g h  i t  w a s  l i m i t e d  b y  s e v e r e  b u d g e t a r y  c o n s t r a i n t s .
T h e  c o n t r a c t i o n  i n  p u r c h a s e s  o f  e q u i p m e n t  w a s  p a r t l y  d u e  t o  c o n j u n c t u r a l  c a u s e s ,  e s p e c i a l l y  t h e  
r e d u c e d  u s e  o f  i n s t a l l e d  c a p i t a l  a n d  p r o b a b l y  t h e  h i g h  c o s t  o f  c r e d i t .  N e v e r t h e l e s s ,  t h e  p r o n o u n c e d  f a l l  
i n  r e p r o d u c t i o n  e x p e n d i t u r e  i s  a  l o n g e r - t e r m  p h e n o m e n o n  a n d  r e f l e c t s  t h e  s e r i o u s  o p e r a t i o n a l  
p r o b l e m s  w h i c h  h a v e  c h a r a c t e r i z e d  t h e  e c o n o m y .  O n  t h e  s id e  o f  f u n d i n g ,  t h e  d r a i n a g e  o f  r e s o u r c e s  
c a u s e d  b y  e x t e r n a l  d e b t  s e r v i c i n g  h a s  b e e n  a  n e g a t i v e  f a c t o r  w h i c h  h a s  n o t  b e e n  o f f s e t  e i t h e r  b y  t h e  
s c a n t  f lo w  o f  e x t e r n a l  c r e d i t  o r  b y  a n  i n c r e a s e  i n  lo c a l  s a v i n g .  M o r e o v e r ,  t h e  w i l l i n g n e s s  o f  f i r m s  to  
i n v e s t  h a s  b e e n  d e p r e s s e d :  e c o n o m i c  i n s t a b i l i t y  a n d  t h e  u n c e r t a i n t y  p r o d u c e d  b y  i n f l a t i o n  s t i m u l a t e d  
t h e  s e a r c h  f o r  s h o r t - r u n  g a i n s  a n d  m a d e  s t i l l  m o r e  d i f f i c u l t  t h e  q u e s t  f o r  p r o f i t a b l e  i n v e s t m e n t  
o p p o r t u n i t i e s .  A g a i n ,  t h e  f i n a n c i a l  s y s t e m  h a s  n o t  b e e n  e f f e c t iv e  i n  i t s  r o l e  o f  c h a n n e l l i n g  f u n d s  f o r  
a c c u m u l a t i o n ,  w h i l e  t h e  p r o d u c t i v i t y  o f  t h e  p r o j e c t s  t h a t  a c t u a l ly  m a t e r i a l i z e d  h a s  b e e n  lo w . A l l  t h i s  
h a s  u n d o u b t e d l y  a f f e c te d  t h e  c a p a c i ty  f o r  e c o n o m i c  g r o w t h .
b) E v o lu tio n  o f  th e  m a in  s e c t o r s
I n  c o n t r a s t  w i t h  w h a t  o c c u r r e d  i n  t h e  1 9 8 2  r e c e s s i o n ,  t h e  c o n t r a c t i o n  i n  1 9 8 5  a f f e c t e d  p r a c t i c a l l y  
a l l  p r o d u c t i v e  a c t i v i t i e s .  I n  f a c t ,  t h e  y e a r  w i t n e s s e d  a  f a l l  n o t  o n ly  i n  t h e  o u t p u t  o f  g o o d s  b u t  a l s o  i n  t h a t  
o f  b a s i c  s e r v i c e s  a n d  o t h e r  s e r v i c e s  ( s e e  t a b l e  4 ) .
i )  T h e  a g r i c u l t u r a l  s e c t o r .  T h e  a g r i c u l t u r a l  p r o d u c t  d e c l i n e d  b y  o v e r  3 % ,  m a i n l y  o w i n g  t o  t h e  
c o n t r a c t i o n  o f  c r o p - f a r m i n g  p r o d u c t i o n  ( - 4 % )  a n d ,  i n  l e s s e r  d e g r e e ,  t o  a  s l i g h t  f a l l  i n  l i v e s t o c k  
p r o d u c t i o n  ( s e e  t a b l e  5 ) .
A s  r e g a r d s  c r o p  f a r m i n g ,  t h e r e  w e r e  f a l l s  i n  t h e  s u b s e c t o r s  o f  c e r e a l s ,  i n d u s t r i a l  c r o p s  a n d  f r u i t ;  
i n  c o n t r a s t ,  t h e  p r o d u c t i o n  o f  o i l s e e d s  w a s  m a i n t a i n e d  a n d  t h a t  o f  g r e e n  v e g e t a b l e s  a n d  p u l s e s  
i n c r e a s e d .  T h e  l i v e s t o c k  p r o d u c t ,  f o r  i t s  p a r t ,  d e c l i n e d  b y  0 . 6 % ,  o w i n g  t o  t h e  r e d u c t i o n  i n  b e e f - c a t t l e  
r a i s i n g  w h i c h  c o u l d  n o t  b e  o f f s e t  b y  t h e  i n c r e a s e  i n  d a i r y  f a r m i n g  a n d  p o u l t r y  r e a r i n g .
I n  t h e  c r o p - f a r m i n g  y e a r  1 9 8 4 / 1 9 8 5  t h e r e  w a s  a  r e c o r d  p r o d u c t i o n  o f  g r a i n s  ( 3 4  m i l l i o n  t o n s ) ,  a  
h a r v e s t  a l m o s t  8 %  h i g h e r  t h a n  t h a t  o f  t h e  p r e v i o u s  y e a r  ( s e e  t a b l e  6 ) .  T h i s  w a s  d u e  t o  t h e  f a v o u r a b l e  
w e a t h e r  c o n d i t i o n s ,  w h i c h  m a d e  p o s s i b l e  h i g h  y i e l d s  d e s p i t e  t h e  f a c t  t h a t  t h e  a r e a  s o w n  i n  1 9 8 4  w e n t  
d o w n  f o r  t h e  s e c o n d  s u c c e s s iv e  y e a r .
T h e  f a l l  i n  t h e  a r e a  s o w n  w a s  m a i n l y  d u e  t o  t h e  a d v e r s e  t r e n d  o f  p r i c e s .  A l t h o u g h  t h e  r e a l  
e x c h a n g e  r a t e  w e n t  u p  i n  1 9 8 5  a n d  e x p o r t  d u t i e s  w e r e  o n  a v e r a g e  lo w e r ,  t h e  c o n t i n u o u s  m a r k e d  
d e t e r i o r a t i o n  i n  i n t e r n a t i o n a l  p r i c e s  p u s h e d  d o w n  d o m e s t i c  p r i c e s  o f  c e r e a l s  a n d  o i l s e e d s .  O u t s t a n d ­
in g  a m i d  t h e  g e n e r a l  d e c l i n e  i n  r e a l  p r i c e s  w e r e  t h e  c a s e s  o f  w h e a t  a n d  s o r g h u m ,  w h e r e a s  t h e  p r o d u c e r  
p r i c e s  o f  m a i z e ,  s o y a  a n d  s u n f l o w e r  e v o l v e d  le s s  a d v e r s e ly .
T h e  f a l l  i n  p r i c e s  h i t  n o t  o n ly  g r a i n s  b u t  a l s o  m o s t  o f  t h e  o t h e r  e x p o r t a b l e  a g r i c u l t u r a l  p r o d u c t s .  
M o r e o v e r ,  t h e r e  w a s  l e s s  i n c e n t i v e  t o  e m p l o y  r e s o u r c e s  i n  p e r m a n e n t  c r o p s .  T h i s ,  c o u p l e d  w i t h  t h e  
u n f a v o u r a b l e  w e a t h e r  c o n d i t i o n s ,  r e s u l t e d  i n  a  f a l l  i n  t h e  a r e a  s o w n  a n d  a  d e c l i n e  i n  t h e  o u t p u t  o f  
s e v e r a l  m a j o r  c r o p s .
C a t t l e  p r o d u c t i o n  d i m i n i s h e d  o w i n g  t o  t h e  l i q u i d a t i o n  o f  s t o c k s  i n i t i a t e d  i n  t h e  p r e c e d i n g  y e a r .  
B e t w e e n  J u ly  1 9 8 4  a n d  J u n e  1 9 8 5  t h e  s to c k  o f  c a t t l e  f e l l  b y  0 . 7 % ,  i .e . ,  b y  s o m e  4 0 0  0 0 0  h e a d  ( s e e  
t a b l e  7 ) .  S l a u g h t e r i n g  r o s e  o n c e  a g a i n  b y  1 1 %  i n  t h e  s t o c k - r a i s i n g  y e a r  1 9 8 4 / 1 9 8 5 ,  a n d  i t  m a y  b e  
a s s u m e d  t h a t  t h e r e  w i l l  b e  a  f u r t h e r  g r o w t h  o f  a r o u n d  3 %  i n  1 9 8 5 / 1 9 8 6 .  T h e  r a t e  o f  e x t r a c t i o n  o f  t h e  
c a t t l e  s to c k  w a s  2 3 . 6 %  i n  1 9 8 4 / 1 9 8 5 ,  a n d  i s  e x p e c t e d  t o  b e  a r o u n d  2 4 . 5 %  i n  1 9 8 5 / 1 9 8 6 ;  t h i s  w o u l d  
i m p l y  a  c o n t i n u a t i o n  o f  t h e  l i q u i d a t i o n  p h a s e  o f  t h e  s t o c k - r a i s i n g  c y c le .  T h e  f a l l  i n  t h e  y i e l d  o f  m e a t  
p e r  a n i m a l  s l a u g h t e r e d  a n d  t h e  d e c l i n e  i n  t h e  r e a l  p r i c e  o f  c a t t l e  i n  1 9 8 5  s e e m  t o  c o n f i r m  t h i s  
h y p o t h e s i s  ( s e e  t a b l e  7 ) .
i i )  M i n i n g .  M i n i n g  o u t p u t  w e n t  d o w n  b y  s o m e w h a t  o v e r  3 %  o w i n g  t o  r e d u c e d  a c t iv i t y  i n  fu e l  
e x t r a c t i o n  a n d  i n  t h e  p r o d u c t i o n  o f  m i n e r a l s  f o r  c o n s t r u c t i o n  ( s e e  t a b l e  8 ) .
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ARGENTINA: GROSS DOMESTIC PRODUCT BY 
TYPE OF ECONOMIC ACTIVITY”
Table 4
In d e x e s  (1 9 8 0  =• • 100)
P e r c en ta g e
b rea k d o w n
G r o w th  rates
1983 1984 1985* 1980 1985* 1982 1983 1984 1985*
G r o ss  d o m e s t ic  p r o d u c t 9 0 .0 9 2 .0 8 8 .0 100 .0 100 .0 -6 .3 3 .0 2 .2 - 4 .4
G o o d s 9 0 .0 9 0 .8 8 4 .3 4 3 .0 4 1 .2 -4 .1 5 .6 0 .9 -7 .2
A g r icu ltu re ' 111.0 115.3 111.5 8.6 10.9 6 .9 1.9 3.9 -3 .3
M in in g 102 .5 102.9 9 9 .6 2 .4 2.7 0.7 1.2 0 .4 -3 .2
M a n u fa ctu r in g 88.7 9 2 .2 8 2 .7 2 5 .0 23 .5 -4 .7 10.8 4 .0 -1 0 .4
C o n stru c tio n 6 4 .4 51.5 51 .2 7.1 4 .1 -1 9 .8 -6 .8 -20 .1 -0 .5
B a s ic  s e r v ic e s 9 9 .6 1 0 4 .5 102.1 10.2 11 .8 -1 .1 5.1 4 .9 -2 .3
E lec tr ic ity , g a s  and w ater  
T ra n sp o rt, s to ra g e  and
110.1 117.3 118.9 2.5 3 .4 3.1 8.0 6.5 1.4
c o m m u n ic a tio n s 96 .1 100.3 9 6 .4 7.7 8.4 -2 .6 4 .1 4 .3 -3 .8
O th e r  s e r v ic e s 8 8 .0 9 0 .4 8 8 .4 4 6 .8 4 7 .0 -9 .2 0 .2 2 .8 -2 .3
T rad e, r estau ran ts  and  
h o te ls 79 .1 8 2 .9 7 6 .6 18.0 15.7 -1 7 .9 3.5 4 .8 -7 .6
F in a n c ia l in s t itu t io n s ,  
in su ra n ce , real e s ta te  
and b u s in e s s  serv ice s 8 2 .5 83.5 82 .3 18.7 12.8 -9 .0 -5 .6 1.2 -1 .3
O w n e r sh ip  o f  d w e llin g s 105.3 106 .6 107.5 5.0 6.1 1.8 1.4 1.2 1.2
C o m m u n ity , socia l and  
p erso n a l serv ices 103.7 105 .9 108.1 15.1 18.5 0.2 1.8 2 .0 1.9
G o v e r n m e n t  serv ice s 103.4 105.3 108.4 11.1 13.6 1.0 1.4 1.8 2 .0
Source: ECLAC, on the basis of official figures.
"At constant 1980 market prices. Preliminary figures. includes the livestock sector, forestry and fishing.
Table 5
ARGENTINA: INDICATORS OF AGRICULTURAL PRODUCTION
A u str a ls  at 1970  p r ices  G r o w th  rates
1982 1983 1984 1985" 1982 1983 1984 1985"
Gross product of agricultural 
sector, at factor cost 1 3 6 9 1 3 9 4 1 4 4 8 1 4 0 0 7 .3 1.9 3 .9 -3 .4
Crop farming 832 8 4 9 9 1 4 87 7 9.5 2.1 7.7 -4.1
Stock raising 4 9 4 4 9 8 4 8 7 4 8 4 3.1 0 .9 -2 .3 -0 .6
Fishing 10 9 7 9 32.5 -8 .5 -23 .1 30 .2
Source: Central Bank of Argentina.
"Preliminary figures. Also includes agricultural construction, hunting, forestry and lumbering.
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Table 6
ARGENTINA: AREA SOWN A N D  CROP PRODUCTION
Area sown p roduction
i.mi! |i* " s "<'f "1!<e-cta’r<??) M illions o f tons Growth rate
iHiïmi ™ y A 1985' i w i ™ y W 1983 1984 1985
1984/1983 19  84 1 9 8 ? 1 9 8 6 1984/1985 1 9 8 4 1 9 8 5
Cereals 16.7 16.9 15.3 14.1 31.1 31.0 33.4 33.2 -14.1 7.7
Wheat 6.7 7.2 6.0 5.6 11.5 13.0 13.6 18.1 -13.3 4.6
Sorghum 2.5 2.6 2.1 1.5 7.4 6.9 6.2 1.3 -14.8 -10.1
Maize 3.7 3.5 3.8 3.9 10.7 9.5 11.9 -6.3 5.6 25.3
Oilseeds 5.4 6.0 6.5 7.1 8.5 10.1 10.5 5.8 38.4 4.0
Linseed 0.8 0.8 0.7 0.8 0.6 0.7 0.6 1.7 - -14.3
Sunflower 1.9 2.1 2.4 2.8 2.2 2.2 3.3 20.0 -8.3 50.0
Soya 2.5 2.9 3.3 3.3 5.0 7.0 6.5 -4.8 25.0 -7.1
Total annual 
crops 23.5 24.3 23.2 22.4
Source: Ministry of Agriculture.
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1979-1980 56.9 13.8 24.3 204.2 32.8 79.1 0.95 6.48
1980-1981 55.8 14.4 25.8 203.0 31.9 86.7 0.71 4.86
1981-1982 54.2 14.1 26.0 202.6 33.4 78.8 0.71 4.15
1982-1983 52.7 11.5 21.8 211.6 33.1 64.0 0.89 5.67
1983-1984 53.8 11.6 21.6 213.2 32.8 69.9 0.79 6.40
1984-1985 54.6 12.9 23.6 203.9 34.4 77.0 0.57 5.90
1985-1986 54.2 13.3 24.5 203.4 79.0 0.55 5.70
1st half
1984" 6.1 208.3 34.4 72.5 0.80 6.62
2nd half
1984" 6.0 209.8 32.5 73.8 0.74 7.21
1st half
1985'A 7.0 199.0 35.9 80.2 0.44 4.62
2nd half
1985" 6.5 206.0 33.0 77.0 0.52 5.61
Source: Natiunal Meat Board, Ministry of Agriculture and the ECLAC Office in Buenos Aires, on the basis of ufficial data.
"To 1 July. *Total slaughtering for the period. ’Slaughtering for the period as a percentage uf the stocks at 1 July. ’’Average fur 
the period. ’Slaughtering controlled by the National Meat Board, which represents between 77’/? and 80*/? of the total (registered) 
commercial slaughtering. ’Refers to registed slaughtering, which differs from the total because it does not include the estimated 
slaughtering in situ, (around 360 000 head per year). *1970 pesos. Kilogrammes of wheat needed to buy one kilogramme of live
steer. ’ Preliminary figures and projections. ’Given the importance of seasonal factors, the six-monthly figures are only comparable 
with those of the same six months of the previous year.
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Table 8
ARGENTINA: INDICATORS OF MINING PRODUCTION
ARGENTINA




Gross mining product at 
factor cost (australs 
at 1970 prices) 249 252 253 245 0.3 1.2 0.4 -3.2
Production of some
important minerals 
Petroleum 28 470 28 474 27 833 26 693 -1.3 -2.3 -4.1
Marketable coal (tons)c 515 486 508 398 3.4 -5.7 4.6 -21.6
Injected gas 9 786 11 295 12 217 12 657 19.6 15.4 8.2 3.6
Source: Central Bank of Argentina and Department of Fuels.
"Preliminary figures. Millions of cubic metres. ' Thousands of tons. After deduction of imports.
There was a downturn both in petroleum output (-4%) and in the consumption of petroleum 
products. Despite the marked fall in international prices, progress was made in the negotiation of 
prospecting and operating contracts with private companies, which were the subject of heated 
discussions, especially as regards the form of payment.
The volume of natural gas injected rose by 3.6%. This result was in accord with the energy 
programme, which aims at increasing the use of gas in industry and electricity generation, in place of 
other less abundant fuels. In this connection negotiations continued with a view to obtaining external 
financing for the expansion of gas pipelines. In addition there was continued encouragement of the 
use of gas as a fuel for other purposes (e.g., in vehicles for public transport). In contrast, the amount of 
coal mined fell sharply (-22%).
iii) Manufacturing. Industrial activity, which had already shown signs of weakness at the end of 
the preceding year, contracted sharply during the first nine months and especially in the third quarter. 
As a result, the manufacturing product fell by 10% in 1985 (see table 9). While the fall between the 
third quarter and the same period in 1984 was close on 19%, in the period October-December of 1985 
there was an appreciable revival of activity. Thus, the industrial product in the fourth quarter (net of 
seasonal effects) was the highest of the year.
This trend was due to the different behaviour of demand and supply in respect of industrial 
products throughout the year. In the first half of the year, demand was affected by the fall in real 
wages, the scarcity of credit for the purchase of durable goods and the marked contraction of 
investment; moreover, the price policy of many firms was apparently aimed at recovering profit 
margins rather than stimulating sales. After the announcement of the Plan Austral, the recession 
temporarily worsened owing to uncertainty regarding price trends, the postponement of consump­
tion expenditure and the reduced incentive to maintain stocks. After a time consumer demand 
revived with the surmounting of the initial shock and, probably, with the improvement of the 
payment terms offered in the sales of durable goods. Thus stocks were absorbed and supply was 
normalized.
In line with the usual pattern, the metalworking industries suffered the sharpest fluctuations 
and food production was the branch that varied least. The basic metalworking industries —which 
destined a considerable part of their output for the external market— declined only slightly. In 
contrast, the downturn in the product of the textile industry and of the sectors linked with 
construction was considerable.
The product of the food, beverages and tobacco sector remained stagnant (see table 9). The 
meat-packing industry operated at reduced levels of activity, owing in particular to the difficulties in 
selling meat abroad.1
1 The problems of this sector are chronic, since they largely originate in restrictions on access toexport markets. Taking into account the 
state of the industry, projects are in hand to alleviate its crisis on the basis of the granting of credits, the merging of enterprises and the 
contribution of new private funds.
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A s  r e g a r d s  d a i r y  p r o d u c t s ,  t h e  i n d u s t r y  w a s  f a v o u r e d  b y  a  m o r e  f l e x i b l e  p r i c e  p o l i c y  i n  t h e  f i r s t  
h a l f  o f  t h e  y e a r  a n d  b y  t h e  a p p l i c a t i o n  o f  t h e  N a t i o n a l  F o o d  P l a n .  I n  c o n t r a s t ,  t h e  p r o d u c t i o n  o f  e d i b l e  
o i l s  f e l l  o w i n g  t o  t h e  d e c l i n e  i n  d o m e s t i c  c o n s u m p t i o n ;  a t  t h e  e n d  o f  t h e  y e a r  t h e r e  w a s  a l s o  a  n o t a b l e  
d e c l i n e  i n  e x p o r t s  a s  a  r e s u l t  o f  t h e  f a l l  i n  i n t e r n a t i o n a l  p r i c e s .
T h e  m a n u f a c t u r e  o f  t e x t i l e s  a n d  c l o t h i n g  s u f f e r e d  a  s h a r p  c o n t r a c t i o n  i n  t h e  f i r s t  s ix  m o n t h s ,  i n  
t h e  f a c e  o f  t h e  r a p i d  f a l l  i n  d e m a n d .  T h i s  w a s  i n t e n s i f i e d  i m m e d i a t e l y  a f t e r  t h e  i n t r o d u c t i o n  o f  t h e  
s t a b i l i z a t i o n  p r o g r a m m e ,  b u t  i n  t h e  l a s t  p a r t  o f  t h e  y e a r  c o n s u m p t i o n  r e v i v e d ,  m a k i n g  i t  p o s s i b l e  t o  
a b s o r b  s t o c k s  a n d  t o  b e g i n  t o  r a i s e  o u t p u t  f r o m  t h e  d e p r e s s e d  l e v e l s  p r e v a i l i n g  a t  t h e  t i m e .
T h e  a g g r e g a t e  p r o d u c t  o f  t h e  c h e m i c a l  i n d u s t r y  d e c l i n e d  b y  c lo s e  o n  6 % .  T h e  o u t p u t  o f  a c id s  
a n d  b a s e s  f o l l o w e d  m o r e  o r  l e s s  t h e  p a t t e r n  o f  t h e  m a n u f a c t u r i n g  s e c t o r  a s  a  w h o l e .  I n  c o n t r a s t ,  t h e  
o u t p u t  o f  b a s i c  p e t r o c h e m i c a l  p r o d u c t s  r e m a i n e d  c o n s t a n t ,  d e s p i t e  t h e  r e d u c e d  d e m a n d  f o r  p r o c e s s e d  
d e r i v a t i v e s .  C o n s e q u e n t l y ,  a  g r o w i n g  p a r t  o f  t h e s e  p r o d u c t s  w e n t  f o r  e x p o r t .  I n  t h i s  s e c t o r  p r o g r e s s  
w a s  m a d e  i n  s o m e  i m p o r t a n t  i n v e s t m e n t  p r o j e c t s ,  e s p e c i a l l y  i n  c o n n e c t i o n  w i t h  t h e  s a t e l l i t e  p l a n t s  o f  
P e t r o q u í m i c a  B a h í a  B l a n c a .  T h e r e  w e r e  a l s o  a d v a n c e s  i n  t h e  p r o j e c t s  f o r  e x p a n d i n g  t h e  p r o d u c t i o n  o f  
a r o m a t i c s  a n d  i n  t h e  d e s i g n  o f  p r o j e c t s  f o r  t h e  m a n u f a c t u r e  o f  f e r t i l i z e r s  f r o m  n a t u r a l  g a s .  R e s p e c t i n g  
f u e l  p r o d u c t i o n ,  d o m e s t i c  d e m a n d  d e c l i n e d ,  o w i n g  n o t  o n ly  t o  t h e  g e n e r a l  c o n t r a c t i o n  o f  e x p e n d i t u r e  
b u t  a l s o  t o  t h e  p r o n o u n c e d  i n c r e a s e  i n  t h e  r e l a t i v e  p r i c e s  o f  t h e s e  i t e m s ;  o n  t h e  o t h e r  h a n d ,  e x p o r t s  
g r e w  c o n s i d e r a b l y ,  a s  a  m e a n s  o f  r e d u c i n g  t h e  v o l u m e  o f  s to c k s .  T h e r e  w a s  a  f a l l  i n  t h e  p r o d u c t i o n  o f  
t y r e s ,  a s  a  r e s u l t  o f  t h e  d e c l i n e  i n  t h e  d e m a n d  f o r  r e p l a c e m e n t s  a n d  t h e  r e d u c e d  p u r c h a s e s  o f  t h e  
m o t o r - v e h i c l e  i n d u s t r y .
T h r o u g h o u t  t h e  f i r s t  h a l f  o f  t h e  y e a r  m o s t  o f  t h e  i n d u s t r i e s  r e q u i r i n g  i r o n  a n d  s t e e l  i n p u t s  
— c o n s t r u c t i o n ,  m o t o r  v e h i c l e s ,  h o u s e h o l d  a p p l i a n c e s —  r e d u c e d  t h e i r  o u t p u t .  I n  v i e w  o f  t h i s  d o w n ­
t u r n  i n  s a l e s  t o  t h e  d o m e s t i c  m a r k e t  t h e r e  w a s  a  p r o n o u n c e d  i n c r e a s e  i n  e x p o r t s ,  e s p e c i a l l y  o f  f la t  
r o l l e d  p r o d u c t s .  S o m e t h i n g  s i m i l a r  o c c u r r e d  i n  t h e  a l u m i n i u m  i n d u s t r y ,  w h o s e  e x p o r t s  w e r e  a l m o s t
T a b le  9
A R G E N T I N A :  I N D I C A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
Growth rates
1982 1983 1984 1985" ■
1982 1983 1984 1985"
Gross manufacturing product 
at factor cost (austral s
at 1970 prices) 1973 2 186 2 274 2 038 -4.7 10.8 4.0 -10.4
Food 468 492 529 528 -9.2 5.2 7.6 -0.3
Textiles 195 219 224 174 -1.0 12.4 2.5 -22.3
Wood 33 32 29 25 -15.3 -4.3 -6.5 -14.4
Paper 106 113 114 111 5.5 7.0 1.1 -3.3
Chemicals 334 368 387 365 -1.3 10.2 5.2 -5.7
Non-metallic minerals 99 111 103 80 -9.3 11.6 -7.3 -22.2
Basic metal industries 134 143 138 131 12.4 6.5 -3.4 -5.0
Machinery and equipment 469 559 592 484 -8.2 19.1 6.0 -18.4
Other industries 136 151 157 141 -4.7 10.8 4.0 -10.4
Production of some 
important manufactures
Pig iron 1 894 1 862 1 818 1 310 10.1 -1.7 -2.4 -27.9
Crude steel 2 913 2 966 2 635 2 976 15.3 1.8 -11.2 12.9
Finished rolled products 2 667 2 896 2 711 2 287 21.6 8.6 -6.4 -15.6
Motor vehicles' 132 160 167 138 -23.3 21.2 4.4 -17.4
Tractors* 3 828 8 125 12 381 6 777 181.7 112.3 52.4 -45.3
Source: Central Bank of Argentina; Centro de Industriales Siderúrgicos; Asociación Fabricantes Automotores and Asociación Fabricantes 
Tractores.
"Preliminary figures. '"Thousands of tons. includes sponge iron. Total of finished rolled products in terms of hot-rolled
products. 'Thousands of units. 'U nits sold. 8Soldon the domestic market.
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1982 1983 1984 1985"
Gross construction 
product at factor cost
(australs at 1970 prices) 451 420
Construction permits granted 
(thousands of square metres) 




Santa Fe 83 72
Supply of some construction 
materials
Deliveries of cement 
to the domestic marked 5 395 5 518
Public works 1 225 972
Private works 4 170 4 546
Deliveries to the domestic 
market of steel products 
for reinforced and 
prestressed concrete' 324 310
336 334 -19.8 -6.8 -20.1 -0.5
998 1 256 -290 -23.1 27.8 25.9
172 98 -34.8 39.7 -15.7 -43.0
514 376* -14.6 -8.3 54.8
137 161 -9.6 -11.3 3.0 17.5



















298 253 -18.2 -4.3 -3.9 -15.1
Source: National Institute of Statistics and Censuses; Asociación de Fabricantes de Cemento Portland and Instituto Argentino de Siderurgia. 
"Preliminary figures. Cumulative figures for 9 months. ’Thousands of tons.
d o u b l e  t h o s e  o f  1 9 8 4 . I n  t h e  l a s t  p a r t  o f  t h e  y e a r  i r o n  a n d  s t e e l  p r o d u c t i o n  r e v i v e d ,  i n  k e e p i n g  w i t h  t h e  
i n c i p i e n t  r e c o v e r y  o f  d o m e s t i c  d e m a n d .
T h e  p r o d u c t  o f  t h e  m e t a l  g o o d s  a n d  m a c h i n e r y  i n d u s t r i e s  s u f f e r e d  a  d r a s t i c  fa l l .  T h i s  w a s  m o s t  
n o t a b l e  i n  t h e  m o t o r - v e h i c l e  s e c t o r ,  i n  w h i c h  t h e  n u m b e r  o f  u n i t s  p r o d u c e d  f e l l  b y  o v e r  1 7 % .  D e m a n d  
f o l l o w e d  t h e  g e n e r a l  p a t t e r n :  a  f a l l  i n  t h e  f i r s t  h a l f  o f  t h e  y e a r ,  s  s h a r p  d o w n t u r n  a t  t h e  c o m m e n c e ­
m e n t  o f  t h e  s t a b i l i z a t i o n  p l a n  a n d ,  l a t e r ,  q u i t e  a  r a p i d  r e c o v e r y  w i t h  a  d i m i n u t i o n  o f  s to c k s .  
S o m e t h i n g  s i m i l a r  t o o k  p l a c e  i n  t h e  c a s e  o f  h o u s e h o l d  a p p l i a n c e s ,  a n  i m p o r t a n t  f a c t o r  b e i n g  t h e  
i n c r e a s e d  s u p p l y  o f  c r e d i t  f o r  c o n s u m e r  p u r c h a s e s ,  f a c i l i t a t e d  b y  t h e  s t a b i l i z a t i o n  o f  p r i c e s .  T h e  
r e d u c e d  d e m a n d  i n  t h e  a g r i c u l t u r a l  s e c t o r  a f f e c te d  t h e  p r o d u c t i o n  o f  t r a c t o r s ,  d e s p i t e  t h e  r i s e  i n  
e x p o r t s .  I n  g e n e r a l ,  t h e  r e v i v a l  o f  t h e  c a p i t a l  g o o d s  i n d u s t r y  i n  t h e  s e c o n d  h a l f  o f  t h e  y e a r  w a s  
v i g o r o u s ,  a l t h o u g h  t h e  l e v e l  o f  a c t i v i t y  w a s  s t i l l  l o w  t o w a r d s  t h e  e n d  o f  t h e  p e r i o d .
I n  a g g r e g a t e  t e r m s ,  a t  t h e  e n d  o f  1 9 8 5  t h e  g r o s s  i n d u s t r i a l  p r o d u c t  w a s  a r o u n d  7 . 5 %  b e l o w  t h e  
c y c l ic a l  m a x i m u m  o f  t h e  p r e v i o u s  y e a r ;  t h e  b a s i c  m e t a l  a n d  p a p e r  i n d u s t r i e s  h a d  b y  t h e n  e x c e e d e d  t h e  
l e v e l  o f  t h e  t h i r d  q u a r t e r  o f  1 9 8 4 ,  w h i l e  t h e  o u t p u t  o f  t h e  t e x t i l e  i n d u s t r y ,  t h e  m a n u f a c t u r e  o f  
n o n - m e t a l l i c  m i n e r a l  p r o d u c t s  a n d ,  t o  a  l e s s e r  d e g r e e ,  t h e  m e t a l s  i n d u s t r y  s t i l l  r e m a i n e d  a p p r e c i a b l y  
b e l o w  t h a t  o f  t h e  a f o r e s a i d  p e r i o d .
iv )  C o n s t r u c t i o n .  T h e  c o n s t r u c t i o n  i n d u s t r y  d e c l i n e d  f o r  t h e  f i f th  y e a r  i n  a  r o w ,  a l t h o u g h  t h i s  
t i m e  t h e  c o n t r a c t i o n  w a s  s m a l l  ( - 0 . 5 % ) .  T h i s  i n t e n s i f i e d  t h e  d e p r e s s i o n  o f  t h e  s e c t o r ,  w h o s e  p r o d u c t  
f e l l  t o  i t s  l o w e s t  l e v e l  s i n c e  1 9 7 0  ( s e e  t a b l e  1 0 ) .
T h e  c a u s e s  o f  t h i s  p e r f o r m a n c e  w e r e  s i m i l a r  t o  t h o s e  o b s e r v e d  i n  r e c e n t  y e a r s .  I n  t h e  f i r s t  s ix  
m o n t h s ,  b u d g e t a r y  r e s t r i c t i o n s  p r o v o k e d  a  s h a r p  d o w n t u r n  i n  g o v e r n m e n t  i n v e s t m e n t ;  i n  t h e  s e c o n d  
h a l f  o f  t h e  y e a r ,  h o w e v e r ,  t h e r e  a p p e a r s  t o  h a v e  b e e n  a  r e c o v e r y  i n  p u b l i c  c o n s t r u c t i o n  a t t r i b u t a b l e  t o  
p r o j e c t s  c a r r i e d  o u t  b y  p r o v i n c e s  a n d  m u n i c i p a l i t i e s .  F o r  i t s  p a r t ,  p r i v a t e  i n v e s t m e n t  i n  c o n s t r u c t i o n
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w a s  a f f e c te d  b y  t h e  d e c l i n e  i n  i n c o m e ,  a s  w e l l  a s  b y  t h e  s c a r c i ty  a n d  h i g h  c o s t  o f  f i n a n c i n g .  C o n t r a r y  to  
w h a t  h a p p e n e d  i n  o t h e r  s e c t o r s ,  e x p e n d i t u r e  o n  p r i v a t e  c o n s t r u c t i o n  m a d e  n o  a p p r e c i a b l e  r e c o v e r y  i n  
t h e  s e c o n d  h a l f  o f  t h e  y e a r .
N e v e r t h e l e s s ,  t o w a r d s  t h e  e n d  o f  t h e  y e a r  s o m e  s i g n s  o f  r e v i v a l  a p p e a r e d  i n  t h e  i n d u s t r y ,  
p e r h a p s  a s  a  r e f l e c t i o n  o f  t h e  m o r e  s t a b l e  c o n d i t i o n s  a n d  d e s p i t e  t h e  p e r s i s t e n t l y  h i g h  i n t e r e s t  r a t e s .  
I n  a d d i t i o n ,  c r e d i t  m e c h a n i s m s  w e r e  i n t r o d u c e d  w i t h  l o n g e r  p a y m e n t  t e r m s  t h a n  h a d  p r e v i o u s l y  
a p p l i e d ,  w i t h  a  v i e w  t o  s t i m u l a t i n g  t h e  s a le  o f  f i n i s h e d  d w e l l i n g s  a n d  t h e  c o m p l e t i o n  o f  t h o s e  i n  
c o n s t r u c t i o n .
v )  E l e c t r i c i t y .  T h e  g r o w t h  o f  e l e c t r i c i t y  g e n e r a t i o n  ( 1 . 6 % )  w a s  l o w e r  t h a n  i n  p r e c e d i n g  y e a r s .  
T h e  s h a r e  o f  t h e r m a l  p o w e r  s t a t i o n s  i n  t h e  t o t a l  a g a i n  d e c l i n e d  ( t o  3 6 % ) ,  w h i l e  h y d r o e l e c t r i c i t y  
c o n t i n u e d  t o  a c c o u n t  f o r  a r o u n d  h a l f  t h e  p o w e r  g e n e r a t e d .  T h e  r e m a i n i n g  1 4 %  c a m e  f r o m  n u c l e a r  
p o w e r  s t a t i o n s ,  w h i c h  c o n s i d e r a b l y  i n c r e a s e d  t h e i r  o u t p u t  (b y  2 4 % ) .
M a i n t a i n i n g  t h e  p o l i c y  a p p l i e d  i n  1 9 8 4 ,  i n v e s t m e n t  w a s  c o n c e n t r a t e d  o n  t h e  p r o j e c t s  a l r e a d y  
s t a r t e d .  F u n d s  w e r e  a l l o c a t e d  t o  t h e  P i e d r a  d e l  Á g u i l a  ( N e u q u é n )  a n d  C a l e t a  C ó r d o b a  ( C h u b u t )  
p r o j e c t s ,  a n d  t h e  t u r b i n e s  m i s s i n g  a t  A l i c u r a  w e r e  i n s t a l l e d ,  w h i l e  w o r k  c o n t i n u e d  o n  A t u c h a  I I  a n d  
Y a c i r e t á .  B e s i d e s  t h i s ,  t h e  D e p a r t m e n t  o f  E n e r g y  c o n d u c t e d  s t u d i e s  a i m e d  a t  r e p l a c i n g  l i q u id  f u e l s  b y  
g a s  i n  e l e c t r i c i t y  g e n e r a t i o n ,  m a k i n g  u s e  o f  t h e  l a r g e  g a s  r e s e r v e s  a v a i l a b l e .
3 . T h e  e x t e r n a l  s e c t o r
a )  O v e r a l l  t r e n d s
F r o m  1 9 8 1  o n w a r d s  t r a d e  i n  g o o d s  b e g a n  t o  s h o w  a  s u b s t a n t i a l  s u r p l u s .  T h i s  w a s  e x c e p t i o n a l l y  
h i g h  i n  1 9 8 5 ,  w h e n  i t  b o r d e r e d  o n  U S $  5  b i l l i o n :  a  f i g u r e  c lo s e  t o  t h e  t o t a l  i m p o r t s  o f  g o o d s  a n d  
s e r v i c e s .  T h i s  r e s u l t  w a s  o b t a i n e d  i n  a d v e r s e  e x t e r n a l  m a r k e t  c o n d i t i o n s :  i n  f a c t ,  c o n t r a r y  t o  w h a t  
o c c u r r e d  i n  1 9 8 4 ,  t h e  t e r m s  o f  t r a d e  f e l l  s h a r p l y ,  r e d u c i n g  t h e  i n d e x  t o  i t s  l o w e s t  l e v e l  s i n c e  1 9 7 9 . 
H e n c e  t h e  r i s e  i n  t h e  s u r p l u s  o n  t r a n s a c t i o n s  i n  g o o d s  w a s  d u e  t o  t h e  b i g g e r  v o l u m e s  e x p o r t e d ,  
c o u p l e d  w i t h  a  m a r k e d  r e d u c t i o n  i n  p u r c h a s e s  f r o m  a b r o a d .  A t  t h e  s a m e  t i m e ,  t h e  b u r d e n  o f  d e b t  
s e r v i c i n g  w a s  s l i g h t l y  r e l i e v e d  b y  t h e  f a l l  i n  i n t e r n a t i o n a l  i n t e r e s t  r a t e s .  I n  c o n s e q u e n c e  o f  b o t h  e f f e c t s  
a n d  o f  t h e  s l i g h t  d e f i c i t  o n  t r a n s a c t i o n s  i n  r e a l  s e r v i c e s ,  t h e  n e g a t i v e  b a l a n c e  o n  c u r r e n t  a c c o u n t  f e l l  t o  
U S $  9 5 0  m i l l i o n ,  b y  f a r  t h e  l o w e s t  f i g u r e  r e c o r d e d  i n  t h e  l a s t  s i x  y e a r s .  T h i s  d e f i c i t  w a s  m o r e  t h a n  
c o v e r e d  b y  c a p i t a l  i n f l o w s ,  s o  t h a t  t h e  i n t e r n a t i o n a l  r e s e r v e s  r o s e  b y  U S $  2 .5  b i l l i o n  ( s e e  t a b l e  1 1 ) .
A t  t h e  b e g i n n i n g  o f  t h e  y e a r  t h e  I M F  d e c i d e d  t o  i n t e r r u p t  t h e  i m p l e m e n t a t i o n  o f  t h e  s t a n d - b y  
c r e d i t  a g r e e m e n t  i n  f o r c e  s in c e  1 9 8 4 ,  a n d  t h i s  a f f e c te d  d i s c u s s i o n s  w i t h  t h e  c r e d i t o r  b a n k s .  I n  J u n e ,  
a f t e r  s e v e r a l  m o n t h s  o f  n e w  n e g o t i a t i o n s ,  a  m e m o r a n d u m  o f  u n d e r s t a n d i n g  b e t w e e n  t h e  g o v e r n m e n t  
a n d  t h e  IM F  w a s  a n n o u n c e d ,  w h i c h  w a s  m o d i f i e d  s o m e w h a t  l a t e r  t o  i n c l u d e  t h e  c h a n g e s  i n t r o d u c e d  b y  
t h e  s t a b i l i z a t i o n  p r o g r a m m e .  S u b s e q u e n t l y  a  r e f i n a n c i n g  a g r e e m e n t  w a s  r e a c h e d  w h i c h  i n c l u d e d  t h e  
r e s t r u c t u r i n g  o f  s o m e w h a t  m o r e  t h a n  U S $  1 0  b i l l i o n  o f  t h e  p u b l i c  s e c t o r  d e b t ;  t h e  r e f i n a n c i n g  o f  t h e  
p r i v a t e  d e b t  a n d  t h e  g r a n t i n g  o f  U S $  4 .2  b i l l i o n  i n  n e w  c r e d i t s .  S o m e  o f  t h e  f u n d s  d i s b u r s e d  u n d e r  
t h e s e  a g r e e m e n t s  w e r e  u s e d  t o  p a y  b a c k  e a r l i e r  l o a n s  a n d  t o  p a y  o f f  a r e a r s .
T h r o u g h  t h e  i s s u e  o f  s e c u r i t i e s  b y  t h e  C e n t r a l  B a n k ,  t h e  c o n v e r s i o n  o f  t h e  e x t e r n a l  p r i v a t e  d e b t  
i n t o  p u b l i c  l i a b i l i t i e s  c o n t i n u e d  i n  1 9 8 5 .  I n  t h e  s e c o n d  h a l f  o f  t h e  y e a r  t h e r e  w a s  a  l a r g e  i n f l o w  o f  
p r i v a t e  c a p i t a l ,  s t i m u l a t e d  b y  t h e  g a p  b e t w e e n  t h e  i n t e r e s t  r a t e  a n d  t h e  d e v a l u a t i o n  r a t e .  T h i s  f l o w  
d e r i v e d  f r o m  s t r i c t l y  f i n a n c i a l  t r a n s a c t i o n s  a s  w e l l  a s  f r o m  a d v a n c e  p a y m e n t s  f r o m  e x p o r t s .  T h e  
a u t h o r i t i e s  s o u g h t  t o  d i s c o u r a g e  t h e  e n t r y  o f  h i g h l y  v o l a t i l e  f u n d s ;  h e n c e  t h e y  i n c r e a s e d  t h e  m i n i m u m  
m a t u r i t y  t e r m  f o r  e x t e r n a l  c r e d i t s  a n d  r e d u c e d  t h e  a u t h o r i z e d  p e r i o d  f o r  t h e  s a le  o f  f o r e i g n  e x c h a n g e  
r e c e i v e d  f o r  e x p o r t s  b e f o r e  s h i p p i n g .
A l l  i n  a l l ,  c a p i t a l  o p e r a t i o n s ,  i n c l u d i n g  t h e  v a r i a t i o n  o f  d e p o s i t s  i n  f o r e i g n  c u r r e n c y  i n  lo c a l  
b a n k s ,  s i g n i f i e d  a  n e t  i n f l o w  o f  f o r e i g n  e x c h a n g e  o f  a r o u n d  U S $  3 .6  b i l l i o n .  A  c o n s i d e r a b l e  p a r t  ( o f  
t h e  o r d e r  o f  U S $  2 .2  b i l l i o n )  r e p r e s e n t e d  c o m p e n s a t o r y  f i n a n c i n g ,  b u t  t h e r e  w e r e  a l s o  a p p r e c i a b l e  
s u m s  o f  n e t  c r e d i t  t o  t h e  n a t i o n a l  g o v e r n m e n t .
T h e  h i g h  s u r p l u s  o n  t r a d e  i n  g o o d s  a n d  t h e  r e f i n a n c i n g  o b t a i n e d  l e d  t o  a n  i m p r o v e m e n t  i n  t h e  
e x t e r n a l  p a y m e n t s  s i t u a t i o n :  t h e  r e s e r v e s  w e n t  u p  a n d  t h e  s e t t l e m e n t  o f  e x i s t i n g  c r e d i t s  w a s  g r a d u a l l y  
r e g u l a r i z e d .  T o w a r d s  t h e  e n d  o f  t h e  y e a r  t h e  p o s i t i v e  t r e n d  i n  t h e  e x c h a n g e  m a r k e t  w a s  m a n i f e s t  n o t  





ARGENTINA: BALANCE OF PAYMENTS
1979 1980 1981 1982 1983 1984 1985"
Balance on current account -535 -4 774 -4 712 -2 354 -2 436 -2 542 -950
Trade balance 403 -3 191 -757 2 667 3 469 3 591 4 800
Exports of goods and services 9 177 9 891 10 854 9 183 9 291 9 578 9 950
Goods FOB 7 810 8 022 9 142 7 622 7 838 8 072 8 400
Real services 1 366 1 870 1 710 1 560 1454 1 505 1 550
Transport and insurance 605 810 887 713 755 830 860
Travel 266 345 413 610 453 440 450
Imports of goods and services 8 774 13 081 11 610 6 516 5 822 5 987 5 150
Goods FOB 6 027 9 394 8 432 4 859 4 120 4 132 3 400
Real services 2 745 3 688 3 180 1 655 1 700 1 855 1 750
Transport and insurance 905 1 271 1 164 733 737 900 760
Travel 1 266 1 792 1 472 566 507 600 600
Factor services -973 -1 607 -3 932 -5 054 -5 922 -6 135 -5 750
Profits -428 -585 -738 -317 -424 -437 -400
Interest received 681 1 229 887 526 440 264
Interest paid -1 175 -2 175 -3 851 -4 926 -5 425 -5 542
Others -52 -76 -233 -339 -514 -420 -450
Unrequited private transfer payments 35 23 -21 34 16 2 -
Balance on capital account 4 760 2 176 1519 1 686 -13 2 686 3600
Unrequited official transfer payments 22 - - - - M 5¡<
Long-term capital 3 156 4 492 9 965 3 844 1 715 277
Direct investment (net) 265 788 943 257 183 269
Portfolio investment (net) 223 153 1 123 1 888 1 140 754
Other long-term capital 2 667 3 550 7 899 1 698 393 -746
Official sectorc - 478 962 -44 376 2 034
Loans disbursed 50, 510 1 034 230 2 497 2 935
Amortization payments -43 -36 -48 -225 -2 110 -548
Commercial banks' 198 -65 363 267 38 -32
Loans disbursed 236 89 399 737 264 8
Amortization payments -37 -155 -37 -469 -227 -40 >3 600
Other sectorsc 2 470 3 138 6 574 1 475 -22 -2 748
Loans disbursed 3 157 4 231 8 795 2 602 2 447 281
Amortization payments -857 -1 229 -1696 -650 -2 295 -2 854
Short-term capital (net) 1 341 -2011 -8244 -1 758 -1 289 2 462
Official sector 180 313 299 2 682 -91 1 298
Commercial banks -286 -365 24 351 311 -523
Other sectors 1 447 -1 958 -8 567 -4 791 -1 509 1 687
Errors and omissions (net) 243 -307 -205 -401 -440 -52
Global balance 4 225 -2 598 -3 193 -668 -2 450 144 2 650
Total variation in reserves
(- sign indicates an increase) -4 424 2 666 3 408 806 2 379 -2 500
Monetary gold -3 -1 - - - -
Special Drawing Rights -116 -1 -76 404 -
IMF reserve position -34 -133 57 178 100
Foreign exchange assets -4 272 2 801 3 426 225 1 105
Other assets - - - - - -
Use made of IMF credit - - - - 1 174
Source: 1979-1984: International Monetary Fund, Balance o f  Payments Yearbook, (March 1986); 1985: ECLAC, on the basis of official data.
"Preliminary figures. "Real services also include other official and private transactions, but not factor services. ’ In addition to
loans received and amortization payments made, this entry includes net loans granted and other assets and liabilities. The global
balance is the sum of the current account balance plus the balance on capital account. The difference between total variation in reserves (of 
opposite sign) and the global balance represents counterpart items: monetización of gold, allocation of Special Drawing Rights, and variations 
due to revaluation.
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o f f ic i a l  a n d  t h e  p a r a l l e l  e x c h a n g e  r a t e s ,  t h u s  d i s c o u r a g i n g  e v a s i o n  o f  f o r e i g n  e x c h a n g e  r e g u l a t i o n s  
t h r o u g h  t h e  o v e r -  o r  u n d e r d e c l a r a t i o n  o f  t r a d i n g  o p e r a t i o n s .
D e s p i t e  t h e  a l l e v i a t i o n  o f  e x t e r n a l  c o n s t r a i n t s  a n d  t h e  i m p r o v e m e n t  i n  t h e  t e r m s  o f  n e g o t i a t i o n  
a f t e r  t h e  a d o p t i o n  o f  t h e  s t a b i l i z a t i o n  p r o g r a m m e ,  t h e  e x t e r n a l  d e b t  r e m a i n e d  a  s e r i o u s  p r o b l e m .  I n  
f a c t ,  i t  a m o u n t e d  t o  a l m o s t  f i v e  t i m e s  t h e  t o t a l  v a l u e  o f  e x p o r t s  o f  g o o d s  a n d  s e r v i c e s ,  w h i c h  s u g g e s t s  
t h a t ,  a s  i n  t h e  t h r e e  p r e c e d i n g  y e a r s ,  n e t  i n t e r e s t  p a y m e n t s  m u s t  h a v e  a b s o r b e d  c lo s e  o n  h a l f  t h e  t o t a l  
v a l u e  o f  e x p o r t s  ( s e e  t a b l e  1 2 ) .
b )  E x c h a n g e  p o l i c y
T h e  e x c h a n g e  p o l i c y  w a s  v e r y  d i f f e r e n t  i n  t h e  t w o  h a l v e s  o f  t h e  y e a r .  I n  t h e  f i r s t  h a l f ,  t h e  
a u t h o r i t i e s  g r e a t l y  i n c r e a s e d  t h e  p r i c e s  o f  f o r e i g n  e x c h a n g e  i n  a n  e f f o r t  t o  r a i s e  t h e  r e a l  e x c h a n g e  r a t e .  
T h e  p o l i c y  o f  d a i ly  a d j u s t m e n t s  o f  p a r i t y  a t  a  r a t e  w h i c h  c a m e  t o  e x c e e d  1 %  p e r  d a y ,  c o u p l e d  w i t h  t h e  
1 8 %  d e v a l u a t i o n  d e c i d e d  u p o n  a t  t h e  b e g i n n i n g  o f  J u n e ,  a c h i e v e d  t h i s  o b j e c t i v e .  A s  c a n  b e  s e e n  f r o m  
t a b l e  1 3 ,  i n  t h e  s e c o n d  h a l f  o f  t h e  y e a r  t h e  r e a l  e f f e c t i v e  e x c h a n g e  r a t e  r e a c h e d  i t s  h i g h e s t  v a l u e  i n  t h e  
l a s t  t e n  y e a r s  ( w i t h  t h e  s o l e  e x c e p t i o n  o f  t h e  t h i r d  q u a r t e r  o f  1 9 8 2 ) .
T h e  p r i c e  f r e e z e  a n n o u n c e d  o n  1 4  J u n e  a l s o  a f f e c te d  t h e  e x c h a n g e  r a t e :  t h i s  r e m a i n e d  a t  0 .8  
a u s t r a l s  p e r  d o l l a r  u n t i l  t h e  e n d  o f  t h e  y e a r .  G i v e n  t h a t  i n  t h e  s e c o n d  h a l f  o f  t h e  y e a r  t h e r e  w a s  a  r i s e  i n  
t h e  l e v e l  o f  d o m e s t i c  p r i c e s ,  t h e  r e a l  e x c h a n g e  r a t e  i n  r e l a t i o n  t o  t h e  d o l l a r  w a s  s o m e w h a t  e r o d e d .  
N o n e t h e l e s s ,  a s  n o m i n a l  p a r i t y  w i t h  t h e  d o l l a r  r e m a i n e d  f i x e d  a n d  U n i t e d  S t a t e s  c u r r e n c y  w a s  
d e v a l u e d  i n  r e s p e c t  o f  t h e  y e n  a n d  t h e  E u r o p e a n  c u r r e n c i e s ,  t h e  e f f e c t iv e  e x c h a n g e  r a t e  r e m a i n e d  
r e l a t i v e l y  s t a b l e .
F o r  f i s c a l  r e a s o n s ,  i m p o r t  a n d  e x p o r t  d u t i e s  w e r e  r a i s e d  t o g e t h e r  w i t h  t h e  d e v a l u a t i o n  i n  J u n e .  
D u r i n g  t h e  s e c o n d  h a l f  o f  t h e  y e a r ,  h o w e v e r ,  e x p o r t  d u t i e s  w e r e  g r a d u a l l y  r e d u c e d  i n  o r d e r  t o  l e s s e n  
t h e  e f f e c t  o f  t h e  l o w e r  i n t e r n a t i o n a l  p r i c e s  o f  p r i m a r y  p r o d u c t s  a n d  t o  i m p r o v e  t h e  i n c e n t i v e s  f o r  
s e l l i n g  i n d u s t r i a l  g o o d s  a b r o a d .
c )  E x t e r n a l  t r a d e
i )  E x p o r t s .  T h e  v a l u e  o f  e x p o r t s  r o s e  o n c e  a g a i n ,  t h i s  t i m e  b y  4 % .  C o n t r a r y  t o  w h a t  h a p p e n e d  
t h e  p r e v i o u s  y e a r ,  t h e  e x p a n s i o n  o f  e x t e r n a l  s a l e s  i n  1 9 8 5  w a s  d u e  t o  t h e  v i g o r o u s  g r o w t h  i n  t h e  
v o l u m e  e x p o r t e d  ( 1 7 % ) ,  s i n c e  p r i c e s  f e l l  b y  a r o u n d  1 1 %  ( s e e  t a b l e  1 4 ) . A n o t h e r  n o t e w o r t h y  f e a t u r e  
w a s  t h a t  t h i s  i n c r e a s e  o r i g i n a t e d  e n t i r e l y  i n  s a l e s  o f  n o n - t r a d i t i o n a l  p r o d u c t s ,  w h i c h  e x p a n d e d  t o  a  
r e m a r k a b l e  e x t e n t  ( 5 0 % ) ,  t h u s  m o r e  t h a n  c o m p e n s a t i n g  f o r  t h e  d e c l i n e  o f  8 %  i n  t h e  v a l u e  o f
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A R G E N T I N A :  R E G I S T E R E D  E X T E R N A L  D E B T  A T  E N D  O F  Y E A R
1979 1980 1981 1982" 1983" 1984" 1985""
Millions of dollars
Total 19 034 27 162 35 671 43 364 45 087 46 903 48 312
Public 9 960 14 459 20 024 28 616 31 706 36 139 39 868
Private 9 074 12 703 15 647 15 018 13 381 10 764 8 444
Percentages
Coefficients
External debt/export of 
goods and services 207 275 329 472 485 490 486
Net interest/exports of 
goods and services 5 10 27 48 54 55
Source: Central Bank of Argentina.









Indexes of real effective exchange rate"
averages (australs per dollar) Exports Imports
1975 0.000004 192.3 195.9
1976 0.000014 126.4 129.3
1977 0.00004 163.6 166.1
1978 0.00008 148.3 149.3
1979 0.00013 112.0 111.4
1980 0.0002 100.0 100.0
1981 0.0005* 131.0 136.0
1982 0.00236 156.9 160.4
1983 0.0105 156.8 164.1
1984 0.0677 144.8 155.4
1985 0.6018 168.1 180.8
1982
I 0.0010 136.9 140.5
II 0.0014 145.4 148.2
III 0.0031 186.0 189.8
IV 0.0039 159.3 163.0
1983
I 0.0058 164.4 168.8
II 0.0078 164.2 170.7
III 0.0107 148.9 157.8
IV 0.0178 149.5 158.8
1984
I 0.0278 154.1 165.0
II 0.0412 136.6 143.9
III 0.0693 135.0 145.1
IV 0.1322 153.6 167.6
1985
I 0.2495 159.3 174.2
II 0.5567 162.2 179.3
III 0.8005 174.3 186.8
IV 0.8005 176.6 183.0
Source: ECLAC, on the basis of information from the International Monetary Fund, International Financial Statistics.
"Corresponds to the average of the indexes of the real exchange rate of the austral in relation to the currencies of Argentina's main trading 
partners, weighted by the relative importance of exports or imports to or from these countries. From 1975 to 1979 these weightings correspond 
to the average for these same years. From 1980 they correspond to the average for the period 1980-1983. In making the calculations wholesale 
price indexes have been preferred For the methodology and sources used, see the technical appendix of the Economic Survey of Latin America, 
1981. In the second half of 1981 and 1982 an average of the financial and commercial exchange rates was used (50% for each).
agricultural exports. H ence the share o f industrial products in the export total rose to alm ost 30%  
(see table 15).
The perform ance of agricultural exports was adversely affected by the pronounced fall in the 
prices o f m eat and of cereals and oilseeds. N onetheless, there was an increase in the volume of sales.
In the case o f cereals, whose average price declined by around 20% , there was a notable rise in 
the volume o f w heat and maize exported, owing to the good results o f the 1984/1985 harvest; in 
contrast, there was a fall in sales o f sorghum.
The value o f oilseed exports, which had shown great dynam ism  in previous years, contracted by 




ARGENTINA: M AIN INDICATORS OF FOREIGN TRADE IN GOODS
1979 1980 1981 1982 1983 1984 1985"
Growth rates
Exports
Value' 22.0 2.7 14.0 -16.6 2.8 3.0 4.1
Volume -5.5 -13.8 17.5 -2.1 13.6 -2.6 16.6
Unit value 
Imports
29.1 19.2 -3.0 -14.8 -9.4 5.7 -10.8
Value 72.8 55.9 -10.2 -42.4 -15.2 0.3 -17.7
Volume 45.1 30.9 -10.6 -40.1 -10.6 4.3 -16.5
Unit value 19.1 19.0 0.3 -3.7 -5.1 -3.8 -1.5
Terms of trade 8.6 0.6 -3.7 -11.8 -4.9 8.3 -9.7
Indexes (1980 = 100)
Purchasing power of exports 115.4 100.0 113.3 97.7 105.5 111.3 117.1
Volume of exports 116.0 100.0 117.5 115.0 130.6 127.2 148.3
Terms of trade 99.4 100.0 96.3 85.0 80.8 87.5 79.0
Source: ECLAC, on the basis of official data.
"Preliminary information.
Table 15
ARGENTINA: VALUE AND COMPOSITION OF EXPORTS OF GOODS
Millions of dollars Percentage Growth ratesat current prices breakdown
1982 1983 1984 1985" 1980 1985" 1983 1984 1985"
General total 7 625 7 836 8 107 8 400 100.0 100.0 2.8 3.5 3.6
Total, agricultural 
products 5 297 6 235 6 471 5 940 73.4 70.7 17.7 3.8 -8.2
Livestock products 1 464 1 171 1000 880 21.8 10.5 20.0 -14.6 -12.0
Meat 806 604 406 372 12.1 4.4 -25.1 -32.8 -8.4
Wool, animal hair and 
horsehair 234 188 216 183 3.5 2.2 -19.7 14.9 -15.3
Hides and skins 298 264 305 265 4.5 3.2 -11.4 15.5 -13.1
Other livestock products 126 115 73 60 1.7 0.7 -8.7 -36.5 -17.8
Crop-farming products 3 645 4 899 5 313 4 910 49.8 58.4 34.4 8.5 -7.6
Cereals 1 903 2 992 2 326 2 196 21.7 26.1 57.2 -22.3 -5.6
Oilseeds 1 161 1 360 2 384 2 104 16.6 25.0 17.1 75.3 -11.7
Other crop-farming products 581 547 603 610 11.5 7.3 -5.9 10.2 1.2
Fishery products 188 165 158 150 1.8 1.8 12.2 -4.2 -5.1
Non-traditional 
industrial products 2 328 1 601 1636 2460 26.6 29.3 31.2 2.2 50.4
Fuels
Other non-traditional
551 349 347 690 3.5 8.2 -36.7 -0.6 98.8
industrial products 1 777 1 252 1 289 1 770 23.1 21.1 -29.5 3.0 37.3











Chemical, plastic and 
rubber products 
Paper and pulp 
Metals and metal products, 
electrical equipment and 
components, spares for 
machinery and transport 
equipment
Other intermediate goods 
Consumer goods




1982 1983 1984 1985" 1970 1980 1985" 1983 1984 1985"
5 337 4 504 4 585 3 800 100.0 100.0 100.0 -15.6 1.8 -17.1
950 769 643 610 21.5 22.7 16.1 -19.1 -16.4 -5.1
688 470 490 440 4.8 11.1 11.6 -31.7 4.3 -10.2
3 304 3 056 3 202 2 540 68.9 48.6 66.8 -7.5 4.8 -20.7
1 086 1 142 1 170 1 010 15.3 12.9 26.5 5.2 2.5 -13.7
175 129 85 73 5.9 2.9 1.9 -26.3 -34.1 -14.1
1 505 1 267 1 393 1082 32.6 21.9 28.5 -15.8 9.9 -22.3
538 518 554 375 15.1 10.9 9.9 -3.7 6.9 -32.3
395 209 250 210 4.8 17.6 5.5 -47.1 19.6 -16.0
Source: ECLAC Office in Buenos Aires, on the basis of data supplied by the Central Bank of Argentina. 
"Preliminary figures.
In 1985 the declining trend of meat exports observed since the beginning of the decade 
persisted. In fact, their value declined by over 8% and represented barely 4.5% of total exports.
Among non-traditional exports, sales of fuels doubled (see table 15). This was mainly due to a 
more active export policy which sought to utilize the stocks accumulated as a result of the downturn in 
domestic demand. Sales of crude oil were made and there was a marked increase in exports of 
gasoline, gas oil, fuel oil and residual carbon.
Exports of the remaining industrial products rose by more than 37% to US$ 1.77 billion. 
Particularly significant was the increment in sales of iron and steel products, which bordered on a 
million tons, in comparison with 550 000 tons in 1984. Similarly, exports of chemicals and petro­
chemical products were substantial, though sales of plastics diminished.
To a large extent the dynamism of industrial exports in 1985 was due to the contraction of local 
demand. For some of the main export products, however (iron and steel and especially petrochemi­
cals), the trend of international prices was unfavourable. There were also continuing restrictions on 
access to the markets of the industrialized countries. Even so, efforts were made to take advantage of 
existing export opportunities and the authorities expressed their desire to promote industrial 
production destined for foreign markets. Although fiscal incentives were reduced in June they were 
subsequently increased again and credit assistance was granted. Additionally, regulations were 
established for the system of export consortia and co-operatives and rules were laid down to stimulate 
marketing companies. Similarly, the authorities announced their intention to reduce the costs of 
export goods, mainly through improvement of the system for the temporary admission of inputs, and 
special export programmes were devised for various sectors.
ii) Imports. The value of external purchases fell sharply, by close on 17%. This was basically 
due to the fall in volume, since average prices showed only a slight decline (see table 14). The trend 
which has persisted since the beginning of the decade, with the sole exception of 1984, thus 
continued. As a result, the value of imports represented less than 40% of the record level reached in 
1980.
The drop in imports affected all categories of goods, in keeping with the reduced levels of 
activity and investment (see table 16). Purchases of capital goods, which had contracted very sharply 
between 1982 and 1984, again declined, although their fall (-5%) was slighter than in previous years.
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A s  u s u a l ,  p u r c h a s e s  o f  i n t e r m e d i a t e  g o o d s  d e c l i n e d  m o r e  r a p i d l y  t h a n  t h e  d o m e s t i c  p r o d u c t .  
E v e n  t a k i n g  i n t o  a c c o u n t  t h e  c o n t r a c t i o n  o f  s e c t o r s  w h i c h  m a k e  m o r e  i n t e n s i v e  u s e  o f  i m p o r t e d  
m a t e r i a l s ,  i t  i s  p r o b a b l e  t h a t  s t o c k s  h a v e  b e e n  r u n  d o w n .  T h i s  h y p o t h e s i s  i s  s u p p o r t e d  b y  t h e  
i n c r e a s e d  c o s t  o f  i n p u t s  d u e  t o  t h e  r i s e  i n  t h e  r e a l  e x c h a n g e  r a t e ,  t h e  i m p o s i t i o n  o f  a  1 0 %  s u r c h a r g e  i n  
J u n e ,  a n d  t h e  p e r s i s t e n c e  o f  h i g h  i n t e r e s t  r a t e s .  E s p e c i a l l y  p r o n o u n c e d  w e r e  t h e  f a l l s  i n  i m p o r t s  o f  
m e t a l w o r k i n g  i n p u t s  a n d  s p a r e s  ( - 2 2 % )  a n d  o f  c h e m i c a l  p r o d u c t s  ( - 1 4 % ) .  F u e l  i m p o r t s  a l s o  d e c l i n e d  
( - 1 0 % ) ,  e s p e c i a l l y  i n  c o n n e c t i o n  w i t h  t h e  f u l f i l m e n t  o f  t h e  a g r e e m e n t  o n  t h e  s u p p l y  o f  g a s  w i t h  
B o l i v i a  a n d  p u r c h a s e s  o f  c o a l .
P u r c h a s e s  o f  c o n s u m e r  g o o d s ,  f o r  t h e i r  p a r t ,  w e n t  d o w n  t o  a p p r o x i m a t e l y  U S $  2 0 0  m i l l i o n  a n d  
c o n t i n u e d  t o  b e  o f  l i t t l e  i m p o r t a n c e .
4 .  P r i c e s ,  w a g e s  a n d  e m p l o y m e n t
a )  P r i c e s
I n  1 9 8 5  t h e r e  w a s  a  m a r k e d  f a l l  i n  i n f l a t i o n .  A f t e r  i n c r e a s i n g  b y  a l m o s t  7 0 0 %  t h e  p r e v i o u s  y e a r ,  
c o n s u m e r  p r i c e s  r o s e  b y  3 8 5 %  w h i l e  t h e  r a t e  o f  i n c r e a s e  o f  w h o l e s a l e  p r i c e s  f e l l  f r o m  6 2 4 %  t o  
3 6 4 %  ( s e e  t a b l e  1 7 ) .
T h e  s l a c k e n i n g  o f  i n f l a t i o n ,  h o w e v e r ,  o c c u r r e d  o n ly  i n  t h e  s e c o n d  h a l f  o f  t h e  y e a r .  I n  f a c t ,  d u r i n g  
t h e  f i r s t  h a l f  i n f l a t i o n  s o a r e d  d e s p i t e  t h e  e f f o r t s  o f  t h e  e c o n o m i c  a u t h o r i t i e s  t o  c u r b  it. W h a t  i s  m o r e ,  
i n  t h a t  p e r i o d  t h e  i m p r e s s i o n  t h a t  i t  w o u l d  b e  v e r y  d i f f i c u l t  t o  m o d e r a t e  t h e  p r o c e s s  l e d  t o  t h e  r e v i v a l
T a b le  17
A R G E N T I N A :  E V O L U T I O N  O F  D O M E S T I C  P R I C E S
(Growth rates)
1982 1983 1984 1985
Variations from December to December
Consumer prices 209.7 433.7 688.0 385.4
Food and beverages 218.4 415.2 713.2 366.9
Clothing 289.4 486.7 749.4 283.3
Housing, fuel and
electricity 181.2 512.1 526.1 420.9
Wholesale prices 311.3 411.3 624.0 363.9"
Imported products 497.3 342.2 661.5 405.7"
National products 300.7 417.1 620.5 360.0"
Agricultural 314.0 392.3 604.9 336.4"
Manufactured 295.9 426.6 624.4 363.9"
Variation between annual averages
Consumer prices 164.8 343.8 626.7 672.1
Food and beverages 178.4 339.0 638.9 624.1
Clothing 188.3 411.3 726.7 486.3
Housing, fuel and
electricity 133.8 366.2 525.9 768.1
Wholesale prices 256.2 360.9 574.8 662.9"
Imported products 377.1 335.7 568.9 766.6"
National products 249.2 362.9 575.1 653.4"
Agricultural 293.4 373.5 550.7 490.0"
Manufactured 234.8 358.8 588.6 686.3"





ARGENTINA: EVOLUTION OF THE MAIN NOMINAL VARIABLES”
Period
Index of wholesale prices















1984 17.9 17.6 17.9 18.4 18.8 20.1 20.2 18.4 16.4 17.2
1985 13.6 13.1 13.6 14.5 14.1 11.9 14.1 14.3 17.5 15.1
I 22.2 14.3 23.2 23.4 24.1 19.1 20.1 23.9 12.9 17.4
II 34.9 26.5 35.5 38.7 28.4 28.4 37.9 33.9 33.0 30.6
III 0.4 8.6 -0.6 - 3.7 -0.6 2.3 2.9 12.2 6.4
IV 0.8 4.0 0.4 0.3 2.5 3.1 - - 13.2 7.4
Source: ECLAC Office in Buenos Aires, on the basis of official data.
"Monthly rates, equivalent to variation between extremes for each period, in percentages. Normal hourly wage of workers in
manufacturing. 'Prices and charges of public enterprises, general level. ''Exchange rate implicit in imports of goods.
o f  e x p e c t a t i o n s  t h a t  p r i c e s  w o u l d  c o n t i n u e  t o  r i s e  a t  i n c r e a s i n g l y  r a p i d  r a t e s .  T h u s ,  i n  t h e  f i r s t  s ix  
m o n t h s  t h e  c o n s u m e r  p r i c e  i n d e x  w e n t  u p  a t  a n  a v e r a g e  r a t e  o f  2 6 %  p e r  m o n t h  ( e q u i v a l e n t  t o  m o r e  
t h a n  1 5 0 0 %  p e r  y e a r ) ,  w h i l e  t h e  w h o l e s a l e  p r i c e  i n d e x  r o s e  e v e n  m o r e  d i z z i ly  ( 2 8 %  p e r  m o n t h ,  
e q u a l  t o  1 9 0 0 %  p e r  y e a r )  ( s e e  t a b l e  1 8  a n d  f i g u r e  2 ) .
T h i s  n e w  p r i c e  a c c e l e r a t i o n  w a s  d u e  t o  s e v e r a l  f a c to r s .  T h e  m e c h a n i s m s  o f  t h e  p r o p a g a t i o n  o f  
i n f l a t i o n ,  g e n e r a t e d  b y  e x p e c t a t i o n s  a n d  b y  t h e  r u l e s  ( e x p l i c i t  o r  i m p l i c i t )  o f  p r i c e  a n d  w a g e  
a d j u s t m e n t ,  t e n d e d  t o  i m p a r t  e v e r - g r e a t e r  s p e e d  t o  t h i s  p h e n o m e n o n ,  e n c o u r a g e d ,  f o r  e x a m p l e ,  b y  
t h e  p r i c e  r i s e s  o f  s u c h  m a i n  v a r i a b l e s  a s  p u b l i c  s e r v i c e  c h a r g e s  a n d  t h e  e x c h a n g e  r a t e ,  w h i c h  w e n t  u p  
i n  r e a l  t e r m s ,  e s p e c i a l l y  i n  t h e  s e c o n d  q u a r t e r  o f  1 9 8 5 .  A t  t h e  s a m e  t i m e  i n d u s t r i a l  p r i c e s  s o a r e d ,  
p a r t l y  a s  a  r e s u l t  o f  t h e  r e l a x a t i o n  o f  t h e  c o n t r o l s  h i t h e r t o  i n  f o r c e .  B e s i d e s  t h i s ,  t h e  s u b s t a n t i a l  f i s c a l  
d e f i c i t  a n d  t h e  c o n s e q u e n t  m o n e t a r y  e x p a n s i o n  r e s u l t e d  i n  a  r a p i d  r i s e  i n  n o m i n a l  e x p e n d i t u r e ,  
a l t h o u g h  a t  a  s l o w e r  r a t e  t h a n  p r i c e s .
D u r i n g  t h e  f i r s t  s i x  m o n t h s  t h e  r i s e  i n  p r i c e s  w a s  r a p i d  a n d  d i s o r d e r e d .  T h e  v a r i a t i o n  i n  
a g r i c u l t u r a l  p r i c e s  w a s  n o t a b l y  s l o w e r  t h a n  t h a t  o f  t h e  t o t a l ;  t h i s  a p p l i e d  b o t h  t o  e x p o r t a b l e  g o o d s  
f r o m  t h e  p a m p a  a n d  t o  f r u i t  a n d  v e g e t a b l e s .  I n  c o n t r a s t ,  i m p o r t e d  p r o d u c t s  b e c a m e  m u c h  m o r e  c o s t l y ,  
a s  a  r e s u l t  o f  t h e  r a p i d  r i s e  i n  t h e  e x c h a n g e  r a t e .  T h e  p r i c e s  o f  i n d u s t r i a l  g o o d s ,  f o r  t h e i r  p a r t ,  r o s e  i n  
r e l a t i v e  t e r m s , . e s p e c i a l l y  i n  c o m p a r i s o n  w i t h  t h e  r i s e  i n  w a g e s  ( s e e  t a b l e s  1 8  a n d  1 9 ) .
A t  a l l  e v e n t s ,  t h e  s e v e r e  i n f l a t i o n  m a d e  t h e  c h a n g e s  i n  r e l a t i v e  p r i c e s  c o n f u s i n g .  I t  w a s  
e x t r e m e l y  d i f f i c u l t  f o r  c o n s u m e r s  t o  c o m p a r e  d i f f e r e n t  o p t i o n s  i n  v i e w  o f  t h e  f r e q u e n t  c h a n g e s  i n  
p r i c e s ,  w h i c h  p r e v e n t e d  t h e  s e t t i n g  u p  o f  r e f e r e n c e  s t a n d a r d s .  I n  s o m e  m a r k e t s  ( s u c h  a s  r e a l  e s t a t e  o r  
s e c o n d - h a n d  v e h i c l e s )  i t  b e c a m e  t h e  p r a c t i c e  t o  f i x  s a l e s  p r i c e s  i n  f o r e i g n  c u r r e n c y ,  w h i c h  m a d e  i t  
e a s i e r  t o  e x p r e s s  t h e  t e r m s  o f  o f f e r .  B u t  t h i s  d id  n o t  c r e a t e  a  " d o l l a r  s t a n d a r d "  i n  t h e s e  m a r k e t s  i n  t h e  
s t r i c t  s e n s e ,  a n d  t h e  p r a c t i c e  w a s  n o t  e x t e n d e d  t o  a r t i c l e s  i n  c o m m o n  u s e .  B u s i n e s s e s ,  f o r  t h e i r  p a r t ,  
w e r e  f a c e d  w i t h  t h e  p r o b l e m  o f  d i s t i n g u i s h i n g  b e t w e e n  t h e  m o r e  o r  l e s s  p e r m a n e n t  c h a n g e s  i n  t h e  
r e l a t i v e  p r i c e s  o f  t h e i r  i n p u t s  a n d  i n  t h e  p r i c e s  c h a r g e d  b y  o t h e r  f i r m s ,  o n  t h e  o n e  h a n d ,  a n d  t h e  e r r a t i c  
v a r i a t i o n s  d u e  t o  a d v a n c e s  o r  l a g s  i n  a d j u s t m e n t s ,  o n  t h e  o t h e r .  L i k e w i s e ,  t h e  f i r m s  h a d  t o  d e f i n e  
" r u l e s "  f o r  p r i c e  s e t t i n g  o n  t h e  b a s i s  o f  v e r y  u n r e l i a b l e  i n f o r m a t i o n  a n d  i n  a  r a p i d l y  c h a n g i n g  c o n t e x t .  
T h u s  d e c i s i o n - t a k i n g  o n  " s y s t e m a t i c "  b a s e s  b e c a m e  p r a c t i c a l l y  i m p o s s i b l e  f o r  b o t h  b u y e r s  a n d  s e l l e r s  
a n d  p r i c e s  l o s t  m u c h  o f  t h e i r  u s e f u l n e s s  a s  g u i d e l i n e s  f o r  a c t i o n .
T h e  i n f l a t i o n  o f  t h i s  p e r i o d  m a y  p e r h a p s  b e  r e g a r d e d  a s  a  s p e c i a l  c a s e ,  d i s t i n c t  f r o m  t h e  
t r a d i t i o n a l  t w o - d i g i t  a n n u a l  i n f l a t i o n  a n d  a l s o  f r o m  t h e  h i s t o r i c  c a s e s  o f  h y p e r i n f l a t i o n .  I t  d i f f e r e d  
f r o m  t h e  f o r m e r  b e c a u s e  o f  t h e  a m o u n t  o f  d i s t u r b a n c e  t h a t  i t  c a u s e d ,  t h e  f r e q u e n c y  o f  p r i c e  c h a n g e s  
( w h i c h  i n v o l v e d  i n c r e a s i n g  s y n c h r o n i z a t i o n  o f  t h e  a d j u s t m e n t s  o f  t h e  v a r i o u s  c a t e g o r i e s  o f  p r i c e s ) ,  
a n d  t h e  w i d e s p r e a d  u s e  o f  i n d e x a t i o n  m e c h a n i s m s .  N o n e t h e l e s s ,  i n  c o n t r a s t  w i t h  t h e  c a s e s  o f
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Figure 2
ARGENTINA: CONSUMER PRICE INDEX
(Percentages)
Source: ECLAC, on the basis of official data.
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ARGENTINA
ARGENTINA: PRICE VARIATIONS WITH RESPECT 








































Source: ECLAC Office in Buenos Aires, on the basis of official data.
"Variation from December to December (per cent). Prices and charges of public enterprises, (general level). ’Exchange rate
implicit in imports of goods. In calculating these measurements account was taken (besides the series shown in the table) of a series
with constant value equal to zero which represents, for each period, the variation in the consumer price index in relation to itself.
hyperinflation, the national currency continued to be used as a un it o f account in an appreciable 
num ber o f transactions, apart from the fact tha t the rules o f adjustm ent frequently led to price 
changes w ith  m arked tim e-lags, in view of the velocity of inflation. One of the consequences was that 
prices in general did not conform  to a standard "pattern" w hose stabilization could be reliably 
expected to steady prices. In o ther words, considerable elem ents o f inflationary inertia remained.
The aim o f the stabilization program m e announced in June was to com bine measures designed 
to break the inflationary inertia w ith a slowing-down o f the grow th in nom inal demand. The price 
freeze decreed on tha t occasion tended to attack the inertia o f prices. The governm ent presented  this 
m easure as a m eans o f co-ordinating stabilization, so that the uncertainty of individual price-setters 
concerning the probable conduct o f the o ther economic agents would not perpetuate increases and 
im pose a costly adjustm ent th rough a further decline in activity.
In accordance w ith  the provisions o f the program m e, the freeze was to affect the prices o f all 
goods and services, w ith the exception of prim ary articles o f fluctuating supply (such as fruit and 
pulses), in w hich case the m axim um  trading m argins were fixed. H ow ever, in controlling prices the 
adm inistration  ran into initial difficulties in defining the set o f values that would in principle be fixed.
In the first place, the freeze w as applied to the prices in force on 12June, so as not to validate the 
m arked increases recorded in the days p rio r to the introduction o f the program m e. This m eant the 
reduction o f some nom inal prices. Besides this, in the case o f products already subject to control there 
had to be a decision on prices awaiting approval and on increm ents agreed to in those p rio r days. 
A part from  the adm inistrative questions involved the problem  was to ensure tha t the initial relative 
prices would not create g reat pressures on the m arkets w hen the freeze began.
In the second place, the listed prices corresponded in general to sales w ith deferred paym ent, 
w hich therefore included im plicit financial charges com m ensurate w ith the excessive nom inal 
in terest rates h ith e rto  in force. Usually the m aintenance o f cash prices required a reduction in the list 
prices; o therw ise, considerable gaps m ight arise between different firms or groups o f products, 
according to the m ethod o f purchase or sale. The solution o f these questions took several weeks, 
during w hich there was uncertainty about the prices tha t would apply. A pparently this mainly 
affected in term ediate transactions, since there w ere no great upsets in the supply o f consum er goods.
In general term s, it is probable that industrial m argins were relatively high at the outset o f the 
program m e, despite the increases in costs (caused by the rises in the exchange rate) as well as in 
im port charges and public service prices. It is also probable that the prices fixed w hen the freeze 
began w ere frequently h igher than the actual trading prices. In contrast w ith the variation o f over
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3 5 0 %  d u r i n g  t h e  f i r s t  h a l f  o f  t h e  y e a r ,  w h o l e s a l e  p r i c e s  o f  m a n u f a c t u r e d  g o o d s  r e m a i n e d  p r a c t i c a l l y  
c o n s t a n t  i n  t h e  s e c o n d  h a l f ,  a l t h o u g h  t h e r e  a r e  i n d i c a t i o n s  t h a t  t h e r e  w a s  a  r i s e  i n  a c t u a l  p r i c e s  i n  t h e  
f o r m  o f  r e d u c t i o n s  i n  d i s c o u n t s  a n d  b o n u s e s .  T h i s  i n c r e a s e  w a s  p r o b a b l y  o f  l i m i t e d  i m p o r t a n c e ,  
h o w e v e r ,  a n d  h a d  n o  g r e a t  e f f e c t  o n  s u p p ly .  T h e  s t a b i l i z a t i o n  o f  t h e  p r i c e s  o f  i n d u s t r i a l  p r o d u c t s  w a s  
a l s o  r e f l e c t e d  i n  t h e  c o n s u m e r  p r i c e s  o f  t h e s e  g o o d s . 2 *
B e t w e e n  J u n e  a n d  D e c e m b e r  t h e  C o n s u m e r  P r i c e  I n d e x  ( C P I )  w e n t  u p  b y  2 0 %  ( a  m o n t h l y  
a v e r a g e  o f  3 % ) ,  w h i c h  w a s  a  s u b s t a n t i a l l y  l o w e r  r a t e  t h a n  t h a t  o f  t h e  p r e c e d i n g  p e r i o d . 5 A  p a r t i c u l a r  
f e a t u r e  o f  t h e  g r o w t h  o f  p r i c e s  i n  t h e  s e c o n d  s ix  m o n t h s  w a s  i t s  c o n c e n t r a t i o n  i n  s o m e  g r o u p s  o f  
g o o d s  o f  a g r i c u l t u r a l  o r i g i n  a n d  i n  s e r v i c e s .  I n d e e d ,  i f  t h e  p e r i o d  J u l y - D e c e m b e r  i s  c o n s i d e r e d  ( t o  
a v o i d  t h e  c a r r y - o v e r  e f f e c t ) ,  i t  w i l l  b e  s e e n  t h a t  t h e  p r i c e s  o f  f r u i t ,  v e g e t a b l e s  a n d  p u l s e s  r o s e  b y  o v e r  
1 3 0 %  ( i . e . ,  a t  a  r a t e  o f  1 8 %  p e r  m o n t h ,  w h i c h  w a s  h i g h e r  t h a n  t h a t  o f  t h e  f i r s t  s ix  m o n t h s ) ,  w h i l e  
m e a t  w e n t  u p  b y  3 0 %  a n d  p r o f e s s i o n a l  m e d i c a l  s e r v i c e s  b y  4 5 % .  T h u s  t h e s e  t h r e e  i t e m s  — w h o s e  
w e i g h t  i n  t h e  i n d e x  b a s k e t  d o e s  n o t  r e a c h  2 5 % —  a c c o u n t e d  f o r  a l m o s t  t h r e e - q u a r t e r s  o f  t h e  t o t a l  
v a r i a t i o n  o f  t h e  C o n s u m e r  P r i c e  I n d e x .  I n  o t h e r  w o r d s ,  a  s i g n i f i c a n t  p r o p o r t i o n  o f  t h e  r i s e  i n  p r i c e s  i n  
t h e  s e c o n d  h a l f  o f  t h e  y e a r  w a s  d u e  t o  s u b s t a n t i a l  i n c r e a s e s  i n  c e r t a i n  a r t i c l e s  o f  a t o m i z e d  s u p p l y ,  s o m e  
o f  w h i c h  — l i k e  f r u i t  a n d  p u l s e s  a n d  m e a t —  h a d  r e l a t i v e l y  l o w  p r i c e s  i n  J u n e .
I n  s u m ,  a s  c a n  b e  c l e a r ly  s e e n  f r o m  f i g u r e  2 ,  t h e  t r e n d  o f  p r i c e s  i n  t h e  s e c o n d  h a l f  o f  1 9 8 5  
s h o w e d  a  m a r k e d  c h a n g e ,  n o t  o n ly  i n  r e l a t i o n  t o  t h e  e x t r e m e l y  r a p i d  r i s e  i n  t h e  p r e c e d i n g  m o n t h s ,  b u t  
a l s o  i n  c o m p a r i s o n  w i t h  r e c e n t  h i s t o r y .  I n  f a c t ,  t h e  r a t e  o f  v a r i a t i o n  o f  t h e  C P I  i n  t h e  s e c o n d  s ix  
m o n t h s  w a s  l o w e r  t h a n  i n  t h e  s a m e  p e r i o d  i n  a n y  y e a r  s i n c e  1 9 7 3 .  H o w e v e r ,  a t  t h e  e n d  o f  1 9 8 5  i t  
s e e m e d  c l e a r  t h a t  a  g r e a t  e f f o r t  w o u l d  b e  n e e d e d  t o  m a i n t a i n  t h e  i n f l a t i o n  r a t e  a t  s u c h  m o d e r a t e  l e v e l s .  
F o r  t h e  t i m e  b e i n g ,  a  s e c t i o n  o f  t h e  p u b l i c  s e e m e d  c o n c e r n e d  a b o u t  a  p o s s i b l e  u p s u r g e  o f  i n f l a t i o n  
w h e n  t h e  f r e e z e  w a s  l i f t e d ;  e x p e c t a t i o n s  a p p e a r e d  t o  h a v e  d i m i n i s h e d  c o m p a r e d  w i t h  t h o s e  p r e v a i l ­
i n g  a t  t h e  s t a r t  o f  t h e  p r o g r a m m e ,  b u t  t h e y  w e r e  p r o b a b l y  s t i l l  h i g h e r  t h a n  t h e  c u r r e n t  i n f l a t i o n .  A t  
t h e  s a m e  t i m e ,  t h e  d i s t r i b u t i o n  s t r u g g l e  r e m a i n e d  a c u t e  a n d  s o m e  p r o b l e m s  p e r s i s t e d  i n  r e s p e c t  o f  
f i s c a l  m a n a g e m e n t .  F r o m  t h e  s t a n d p o i n t  o f  r e l a t i v e  p r i c e s ,  a l t h o u g h  i n f l a t i o n  w a s  s lo w  i t  w a s  s t i l l  
a p p r e c i a b l e  a n d  h a d  e r o d e d  t h e  r e a l  v a l u e  o f  t h e  e x c h a n g e  r a t e ,  o f  p u b l i c  s e r v i c e  c h a r g e s  a n d  i n d u s t r i a l  
p r i c e s .  T h i s  h a d  n o t  c r e a t e d  s e r i o u s  l a g s ,  s i n c e  i n i t i a l l y  t h o s e  p r i c e s  w e r e  r e l a t i v e l y  h i g h ,  b u t  t h e  
c o n t i n u a n c e  o f  t h i s  t r e n d  m i g h t  l e a d  t o  d i f f i c u l t i e s .  T h u s  t h e  p r o b l e m  w a s  t o  d e f i n e  m o r e  p e r m a n e n t  
p o l i c i e s  t h a t  w o u l d  e x t e n d  t h e  h o r i z o n  o f  s t a b i l i z a t i o n  a n d  e n a b l e  t h e  e c o n o m y  g r a d u a l l y  t o  a d j u s t  t o  a  
r e g i m e  o f  s l o w e r  a n d  m o r e  s t a b l e  i n f l a t i o n  t h a n  i n  t h e  p a s t .
b) W a g es a n d  e m p lo y m e n t
A f t e r  t w o  s u c c e s s iv e  y e a r s  o f  m a r k e d  i n c r e a s e s ,  r e a l  w a g e s  d e c l i n e d  i n  1 9 8 5  a n d  o n c e  a g a i n  
b e c a m e  e x t r e m e l y  v o l a t i l e  ( s e e  t a b l e  2 0 ) .  A f t e r  r e a c h i n g  t h e i r  p e a k  i n  t h e  s e c o n d  h a l f  o f  1 9 8 4  th e y  
b e g a n  t o  f a l l  s h a r p l y  u n t i l  t h e  m i d d l e  o f  1 9 8 5 ;  a f t e r  t h a t  t i m e ,  o w i n g  t o  t h e  p r o n o u n c e d  f a l l  i n  
i n f l a t i o n ,  t h e  v a r i a t i o n s  i n  r e l a t i v e  p r i c e s  ( i n c l u d i n g  r e a l  w a g e s )  s l a c k e n e d  a p p r e c i a b l y .  G e n e r a l l y  
s p e a k i n g ,  t o w a r d s  t h e  e n d  o f  1 9 8 5  t h e  p u r c h a s i n g  p o w e r  o f  w a g e s  w a s  c o n s i d e r a b l y  l o w e r  t h a n  i t  h a d  
b e e n  a  y e a r  b e f o r e ,  a l t h o u g h  i t  w a s  w e l l  a b o v e  t h e  m i n i m u m  v a l u e s  p r e v a i l i n g  a t  t h e  b e g i n n i n g  o f  t h e  
d e c a d e  a n d ,  e x c e p t  a m o n g  t h e  e m p l o y e e s  o f  t h e  C e n t r a l  A d m i n i s t r a t i o n ,  a p p e a r e d  t o  b e  h i g h e r  t h a n  
t h e  h i s t o r i c a l  a v e r a g e s .
W i t h i n  t h i s  o v e r a l l  p e r f o r m a n c e ,  t h e  d i f f e r e n c e s  b e t w e e n  s e c t o r s  w e r e  c o n s i d e r a b l e .
I n  m a n u f a c t u r i n g ,  t h e  f a l l  i n  w a g e s  i n  t h e  f i r s t  s ix  m o n t h s  w a s  c o m p o u n d e d  b y  t h e  c o n t r a c t i o n  
o f  a c t i v i t y  d u r i n g  t h e  t h i r d  q u a r t e r .  T h i s  w a s  r e f l e c t e d  i n  a n  a p p r e c i a b l e  r e d u c t i o n  i n  m a n - h o u r s  
w o r k e d  a n d  c a u s e d  f a l l s  i n  t h e  n o m i n a l  l e v e l  o f  w a g e s  r e c e i v e d  b y  t h e  w o r k e r s ,  t h u s  i n c r e a s i n g  t h e  
d e t e r i o r a t i o n  i n  t h e i r  p u r c h a s i n g  p o w e r .  I n  c o n t r a s t ,  t h e  n o t a b l e  r e c o v e r y  o f  a c t i v i t y  i n  t h e  f o u r t h  
q u a r t e r  n o t  o n ly  r a i s e d  t h e  i n c o m e s  o f  i n d u s t r i a l  w o r k e r s  ( w i t h  t h e  r e s t o r a t i o n  o f  t h e  n o r m a l  w o r k i n g  
d a y )  b u t  a l s o  g a v e  r i s e  t o  m o r e  o r  l e s s  c o n c e a l e d  r e a d j u s t m e n t s  i n  w a g e s ,  d e s p i t e  t h e  f r e e z e  t h a t  
o f f ic i a l ly  a p p l i e d  t o  t h e m .
2 Exceptions included clothing, the prices of which rose appreciably with the change of season in October.
’Part of the increase in the CP1 in the second six months is due to a statistical effect: given that the index shows monthly averages of 
prices, the variation of 6.2% recorded in July reflects the difference between the average of prices in June and the (higher) prices in force at the 
time of the freeze; i.e., it incorporates the increases made earlier. If it is assumed that this "carry-over" effect accounts for the whole of the 




ARGENTINA: EVOLUTION OF WAGES IN MANUFACTURING"
(Growth rates in relation to the preceding period)
A. Total average real wage per worker
1981 1982 1983 1984 1985












B. Normal average real wage per hour
1984 1985
I II III IV I II III IV
Variation between averages 6.4 6.2 -1.7 3.9 -9.6 -2.5 -2.0 -1.6
Variation between extremes -3.1 11.2 -0.7 1.0 -13.3 11.4 -10.2 1.2
Source: ECLAC Office in Buenos Aires, on the basis of data supplied by the National Institute of Statistics and Censuses.
'Deflated by the average CPI for the month of receipt and for the following month; this implies measuring the purchasing power of wages 
received monthly at the time of collection or that of wages received fortnightly and spent uniformly over the period.
The normal wage excludes the components which show seasonal variations.
I n  t h e  p u b l i c  a d m i n i s t r a t i o n  t h e  f a l l  i n  w a g e s  d u r i n g  t h e  f i r s t  s ix  m o n t h s  w a s  g r e a t e r  t h a n  i n  t h e  
p r i v a t e  s e c to r .  I n  t h e  s e c o n d  h a l f  o f  t h e  y e a r  t h e  f r e e z e  w a s  r i g o r o u s l y  a p p l i e d ,  s o  t h a t  a p p a r e n t l y  t h e  
p u r c h a s i n g  p o w e r  o f  r e m u n e r a t i o n s  c o n t i n u e d  t o  d e c l i n e  o w i n g  t o  t h e  c o n s t a n t ,  t h o u g h  m o d e r a t e ,  
r i s e  i n  p r i c e s .  I t  i s  p r o b a b l e ,  h o w e v e r ,  t h a t  t h e  i n c o m e s  o f  c e r t a i n  g r o u p s  o f  p u b l i c  o f f i c i a l s  s u b j e c t  t o  
s p e c i a l  r e g u l a t i o n s  f o l l o w e d  a  d i f f e r e n t  t r e n d .
F i n a l l y ,  i n  s o m e  p u b l i c  e n t e r p r i s e s  ( e s p e c i a l l y  t h o s e  i n  t h e  e n e r g y  f i e l d )  t h e  d e c l i n e  i n  r e a l  
w a g e s  i n  t h e  f i r s t  h a l f  o f  t h e  y e a r  w a s  p r o b a b l y  l e s s  m a r k e d  t h a n  i n  o t h e r  a c t i v i t i e s .  M o r e o v e r ,  i n  t h e  
s e c o n d  s ix  m o n t h s  r e m u n e r a t i o n s  i n c r e a s e d ,  i n  s o m e  c a s e s  b e c a u s e  t h e  c o u r t s  a c c e p t e d  t h e  w o r k e r s '  
c l a i m s  f o r  w a g e  a d j u s t m e n t s  t h a t  h a d  b e e n  d u e  t o  t h e m  f o r  s o m e  t i m e  p a s t .  I t  i s  l ik e ly ,  t h e r e f o r e ,  t h a t  
a t  l e a s t  i n  s o m e  c a s e s  t h e s e  w o r k e r s '  w a g e s  w e r e  a n  e x c e p t i o n  t o  t h e  g e n e r a l  d e c l i n e  i n  r e m u n e r a t i o n s  
c h a r a c t e r i s t i c  o f  1 9 8 5 .
A t  a l l  e v e n t s ,  t h e  q u a n t i f i c a t i o n  o f  t h e  c h a n g e s  i n  r e a l  w a g e s  i n  1 9 8 5  i s  h a m p e r e d  b y  t h e  b r u s q u e  
c h a n g e  t h a t  t o o k  p l a c e  i n  t h e  t r e n d  o f  i n f l a t i o n  m i d w a y  t h r o u g h  t h e  y e a r .  I n  c a s e s  l i k e  t h i s ,  m o r e  
i m p o r t a n c e  m u s t  b e  g i v e n  t o  a s s u m p t i o n s  a b o u t  t h e  a c t u a l  t i m e  o f  w a g e  c o l l e c t i o n  a n d  t h e  t i m e  
p r o f i l e  o f  e x p e n d i t u r e :  p r e m i s e s  w h i c h  i n  t u r n  a f f e c t  t h e  c r i t e r i a  f o r  d e f l a t i o n  o f  n o m i n a l  v a l u e s .  
T r a d i t i o n a l l y ,  t h e  n o m i n a l  w a g e  i s  c o m p a r e d  w i t h  t h e  c o n s u m e r  p r i c e  i n d e x  o f  t h e  m o n t h  i n  w h i c h  
t h e  w a g e  b e c o m e s  d u e ,  t h e  i m p l i c i t  ( a n d  u n r e a l i s t i c )  a s s u m p t i o n  b e i n g  t h a t  t h e  w o r k e r  s p e n d s  h i s  
w a g e  i n  t h a t  s a m e  p e r i o d  ( i . e . ,  t h a t  t h e  w a g e  i s  r e c e i v e d  a n d  s p e n t  a s  s o o n  a s  i t  b e c o m e s  d u e ) .  I f  t h e  
r a t e  o f  i n f l a t i o n  r e m a i n s  c o n s t a n t ,  t h e  " s k e w "  i m p l i c i t  i n  t h i s  a s s u m p t i o n  i s  u n i m p o r t a n t  i n  t h e  c a s e  
o f  t i m e  c o m p a r i s o n s ;  i t  i s  a  d i f f e r e n t  m a t t e r ,  h o w e v e r ,  i f  — a s  h a p p e n e d  w h e n  t h e  s t a b i l i z a t i o n  p l a n  
w a s  i n t r o d u c e d —  t h e  r a t e  o f  i n f l a t i o n  i s  d r a s t i c a l l y  c h a n g e d .
I n  k e e p i n g  w i t h  t h e  p o l i c y  i n  f o r c e  b e f o r e  t h e  f r e e z e ,  t h e  g o v e r n m e n t  d e c r e e d  a  w a g e  i n c r e a s e  o f  
2 2 . 6 %  f r o m  1 J u n e .  S in c e  t h e  C P I  s h o w e d  a n  i n c r e m e n t  o f  3 0 . 5 %  u p  t o  J u n e ,  t h e  t r a d i t i o n a l  
m e a s u r e m e n t  o f  t h e  r e a l  w a g e  w o u l d  i n d i c a t e  a  f a l l  o f  6 % .  I f  a  d i f f e r e n t  a s s u m p t i o n  ( a l s o  e x t r e m e )  i s  
a d o p t e d  — n a m e l y ,  t h a t  t h e  w o r k e r  s p e n d s  h i s  w a g e  i n  a  u n i f o r m  m a n n e r  t h r o u g h o u t  t h e  m o n t h  
f o l l o w i n g  p a y m e n t —  h o w e v e r ,  t h e  o p p o s i t e  r e s u l t  i s  o b t a i n e d :  t h e  v a r i a t i o n  i n  t h e  C o n s u m e r  P r i c e  
I n d e x  d u r i n g  J u ly  w a s  o n ly  6 . 2 %  a n d  t h e r e f o r e  t h e  p u r c h a s i n g  p o w e r  o f  t h e  w a g e s  d u e  i n j u n e  w o u l d  
h a v e  b e e n  15  %  h i g h e r  t h a n  t h a t  o f  M a y .  T h i s  d i s c r e p a n c y  a p p e a r s  i n  v a r y i n g  d e g r e e s  i n  c o m p a r i n g ,  
b y  b o t h  m e t h o d s ,  t h e  w a g e s  o f  a n y  o n e  m o n t h  s u b s e q u e n t  t o  J u n e  w i t h  t h o s e  o f  a n y  m o n t h  p r i o r  t o  
J u n e .  T h e  s e r i e s  o f  r e a l  w a g e s  t h a t  f i g u r e  i n  t a b l e  2 0  r e f l e c t  a n  i n t e r m e d i a t e  c r i t e r i o n :  p u r c h a s i n g  
p o w e r  i s  m e a s u r e d  b y  c o m p a r i n g  n o m i n a l  w a g e s  w i t h  t h e  a v e r a g e  o f  t h e  C o n s u m e r  P r i c e  I n d e x  i n  t h e  
m o n t h  o f  p a y m e n t  a n d  t h e  f o l l o w i n g  m o n t h .  T h i s  w o u l d  r o u g h l y  r e f l e c t  t h e  p u r c h a s i n g  p o w e r  o f
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w a g e s  c o l l e c t e d  m o n t h l y  w h e n  t h e y  w e r e  d u e ,  a n d  a l s o  t h a t  o f  w a g e s  c o l l e c t e d  a t  t h e  e n d  o f  e a c h  
t w o - w e e k  p e r i o d  w i t h  a  u n i f o r m  e x p e n d i t u r e  o v e r  t i m e .  T h i s  d e f l a t i o n  m e t h o d o l o g y  s u g g e s t s  t h a t  t h e  
s t a b i l i z a t i o n  o f  p r i c e s  i n  J u n e  i n v o l v e d  a  r i s e  o f  5 %  i n  t h e  r e a l  w a g e .
I n  1 9 8 5  t h e  w a g e s  p o l i c y  w a s  s u b o r d i n a t e d  t o  t h e  m o r e  g e n e r a l  a i m s  o f  e c o n o m i c  p o l ic y .  D u r i n g  
t h e  f i r s t  t w o  m o n t h s  t h e  p l a n  i n  f o r c e  i n  1 9 8 4  c o n t i n u e d  t o  b e  a p p l i e d ,  i .e . ,  m o n t h l y  i n c r e a s e s  w e r e  
d e c r e e d  i n  l i n e  w i t h  t h e  a s s u m p t i o n  t h a t  i n f l a t i o n  w o u l d  g r a d u a l l y  d e c l i n e .  I n  M a r c h ,  i n  a d d i t i o n  t o  
r e c o g n i z i n g  p a r t  o f  t h e  d i s c r e p a n c y  b e t w e e n  t h e  r e a l  v a r i a t i o n  o f  p r i c e s  a n d  t h a t  o r i g i n a l l y  p r o j e c t e d  
f o r  J a n u a r y ,  t h e  g o v e r n m e n t  s e t  u p  a n  a u t o m a t i c  s y s t e m  b y  w h i c h  w a g e s  w o u l d  r i s e  b y  9 0 %  o f  t h e  
v a r i a t i o n  o f  t h e  C P I  i n  t h e  p r e c e d i n g  m o n t h .  A t  a l l  e v e n t s ,  i t  i s  p r o b a b l e  t h a t  i n  s o m e  f i r m s  i n  t h e  
p r i v a t e  s e c t o r  s p e c i a l  w a g e  n e g o t i a t i o n s  t o o k  p l a c e ,  o r  p e r h a p s  " fu l l "  i n d e x a t i o n  w a s  a g r e e d .  
M o r e o v e r ,  d e s p i t e  t h e  v e r y  h i g h  i n f l a t i o n ,  t h e  p e r i o d s  o f  w a g e  a d j u s t m e n t  a n d  d a t e s  o f  w a g e  
p a y m e n t s  w e r e  n o t  c h a n g e d .
T h e  s t a b i l i z a t i o n  p r o g r a m m e  m e a n t  t h e  a b a n d o n m e n t  o f  a u t o m a t i c  i n d e x a t i o n  a n d  a  g e n e r a l  
w a g e  f r e e z e .  T h i s  w a s  r i g o r o u s l y  a p p l i e d  i n  t h e  g o v e r n m e n t  a d m i n i s t r a t i o n  a n d  l e s s  s t r i c t l y  i n  p r i v a t e  
a n d  p u b l i c  e n t e r p r i s e s .
T h e  f a l l  i n  t h e  l e v e l  o f  a c t i v i t y ,  w h i c h  w a s  p a r t i c u l a r l y  n o t i c e a b l e  i n  t h e  t h i r d  q u a r t e r  o f  t h e  y e a r ,  
g a v e  r i s e  t o  c o n c e r n  a b o u t  e m p l o y m e n t  p r o s p e c t s ,  s i n c e  t h e  d e m a n d  f o r  l a b o u r  h a d  d e c l i n e d  
p e r s i s t e n t l y  s i n c e  t h e  e n d  o f  1 9 8 4 . I n d e e d ,  t h e r e  w a s  a  m a r k e d  f a l l  i n  t h e  n u m b e r  o f  h o u r s  w o r k e d ,  
c o u p l e d  w i t h  la y o f f s  a n d  s u s p e n s i o n s  o f  s o m e  i m p o r t a n c e .  I n  t h e  s e c o n d  h a l f  o f  1 9 8 5 ,  h o w e v e r ,  t h e  
i n c i p i e n t  r e c o v e r y  o f  t h e  p r o d u c t  g a v e  r i s e  t o  a n  i n c r e a s e  i n  h o u r s  w o r k e d  a n d  a p p a r e n t l y ,  t o  t h e  
h i r i n g  o f  n e w  p e r s o n n e l ,  a l t h o u g h  t h e  n u m b e r  o f  w o r k e r s  e m p l o y e d  i n  i n d u s t r y  r e m a i n e d  a t  t h e  v e r y  
l o w  l e v e l s  e x i s t i n g  m i d w a y  t h r o u g h  t h e  y e a r .  T h e  u n e m p l o y m e n t  r a t e ,  f o r  i t s  p a r t ,  e x c e e d e d  6 %  i n  
A p r i l  — a n  u n u s u a l l y  h i g h  p e r c e n t a g e  f o r  t h e  c o u n t r y —  a n d  w a s  a  l i t t l e  b e l o w  5 %  i n  O c t o b e r 4 ( s e e  
t a b l e  2 1 ) .
I n  b r i e f ,  t o w a r d s  t h e  e n d  o f  t h e  y e a r  t h e  e m p l o y m e n t  s i t u a t i o n  w a s  s h o w i n g  s o m e  i m p r o v e ­
m e n t ,  i n  a  c o n t e x t  s t i l l  c h a r a c t e r i z e d  b y  a  l o w  l e v e l  o f  a c t i v i t y .  M a n y  f i r m s  w e r e  c a u t i o u s  a b o u t  h i r i n g  
n e w  s t a f f  a n d  c o p e d  w i t h  t h e  g r e a t e r  d e m a n d  ( o n c e  s u r p l u s  s t o c k s  h a d  b e e n  a b s o r b e d )  b y  m o d i f i c a -
T a b le  21
A R G E N T I N A :  E V O L U T I O N  O F  E M P L O Y M E N T
A. Unemployment rates
1982 1983 1984 1985
April October April October April October April October
Qpital and Greater 
Buenos Aires 5.7 3.8 5.2 3.1 4.1 3.5 5.7 4.9
Cordoba 4.8 3.9 4.4 5.6 4.4 5.1 5.3 4.7
Greater Mendoza 4.8 3.3 4.5 4.5 3.3 3.7 3.6 3.7
Greater Rosario 8.4 8.0 6.3 6.8 6.2 10.9 10.2
Greater Tucuman 11.0 8.7 8.1 7.5 8.5 10.6 12.2 11.4
B. Employment in industry and in the public sector
1982 1983 1984 1985
1985
I II III IV
Manufacturing 73.0 75.4 77.6 74.7 81.4 75.6 70.7 71.2
Public sector (at 1 Jamiary) 113.4 112.9 117.2
Source: National Institute of Statistics and Censuses and Ministry of the Economy.
4 Comparison between the two measurements is affected by seasonal factors.
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t i o n s  i n  t h e  h o u r s  w o r k e d .  A s  r e g a r d s  w a g e s ,  r e m u n e r a t i o n s  i n  t h e  d i f f e r e n t  s e c t o r s  o f  t h e  p u b l i c  
a d m i n i s t r a t i o n  r e m a i n e d  lo w  a s  a  r e s u l t  o f  t h e  s e v e r e  b u d g e t a r y  c o n s t r a i n t .  I n  b o t h  p u b l i c  a n d  p r i v a t e  
e n t e r p r i s e s  w a g e  d e m a n d s  w e r e  p u t  f o r w a r d ,  s o m e  o f  w h i c h  b e g a n  t o  b e  a c c e p te d .  T h e  a u t h o r i t i e s  
w e r e  f a c e d  w i t h  t h e  t a s k  o f  r e c o n c i l i n g  d e m a n d s  f o r  w a g e  i n c r e a s e s  w i t h  t h e  e x e c u t i o n  o f  t h e  
s t a b i l i z a t i o n  p r o g r a m m e  a n d  w i t h  t h e  d r a w i n g  u p  o f  m o r e  p e r m a n e n t  r e g u l a t i o n s  f o r  a p p l i c a t i o n  
o n c e  i t  w a s  d e c i d e d  t o  l i f t  t h e  f r e e z e .
5 . M o n e t a r y  a n d  f i s c a l  p o l i c y  
a )  M o n e t a r y  a n d  f i n a n c i a l  p o l i c y
I n  1 9 8 5  t h e  m e a n s  o f  p a y m e n t  g r e w  b y  a p p r o x i m a t e l y  5 9 0 % ,  w h i l e  t h e  a m o u n t  o f  m o n e y  a n d  
q u a s i - m o n e y  r o s e  b y  4 3 5 % ,  b o t h  t h e s e  f i g u r e s  b e i n g  b e l o w  t h o s e  r e c o r d e d  i n  1 9 8 4  ( s e e  t a b l e  2 2 ) .
B o t h  t h e  v e l o c i t y  o f  m o n e t a r y  e x p a n s i o n  a n d  i t s  d e t e r m i n a n t s  w e r e  a p p r e c i a b l y  d i f f e r e n t  i n  t h e  
t w o  h a l v e s  o f  t h e  y e a r .  I n  t h e  f i r s t  h a l f  t h e  m o n e y  s u p p l y  r o s e  r a p i d l y ,  p u s h e d  u p  b y  c r e d i t  t o  t h e  
g o v e r n m e n t  a n d  a d v a n c e s  t o  f i n a n c i a l  i n s t i t u t i o n s .  E v e n  s o ,  t h e  m o n e t a r y  a g g r e g a t e s  e x p a n d e d  le s s  
t h a n  p r i c e s ,  r e f l e c t i n g  t h e  d i z z y  r i s e  i n  i n f l a t i o n ,  w h i c h  d i s c o u r a g e d  t h e  h o l d i n g  o f  a s s e t s  i n  n a t i o n a l  
c u r r e n c y .  I n  p a r t i c u l a r ,  t h e  v o l u m e  o f  c u r r e n c y  o u t s i d e  b a n k s  f e l l  i n  t h e  s e c o n d  q u a r t e r  t o  a n  e x t r e m e l y  
l o w  l e v e l  ( a r o u n d  2 . 5 %  o f  t h e  G D P ) ,  w h i c h  s h o w s  h o w  s e r i o u s  t h e  " f l i g h t  o f  m o n e y "  h a d  b e c o m e .  
T h i s  t e n d e n c y  t o  m i n i m i z e  r e a l  b a l a n c e s  w a s  a s s o c i a t e d  w i t h  m a j o r  c h a n g e s  i n  t h e  o r g a n i z a t i o n  o f  
t r a n s a c t i o n s :  b o t h  i n d i v i d u a l s  a n d  f i r m s  m a d e  g r e a t  e f f o r t s  t o  s y n c h r o n i z e  p a y m e n t s  a n d  c o l l e c t i o n s ,  
i n  o r d e r  t o  a v o i d  t h e  " i n f l a t i o n  t a x " .  I n  v i e w  o f  t h e  f a c t  t h a t  t h e s e  p r a c t i c e s  g e n e r a l l y  i n v o l v e  t h e  
c o n d u c t  o f  f i n a n c i a l  o p e r a t i o n s ,  w h i c h  w e r e  o n ly  a c c e s s ib l e  t o  c e r t a i n  s e g m e n t s  o f  t h e  p u b l i c ,  i t  i s  
p r o b a b l e  t h a t  t h e  d e m a n d  f o r  m o n e y  w a s  l a r g e l y  " s u s t a i n e d "  b y  t h e  w a g e - e a r n e r s ,  s i n c e  t h e  w a g e  
p a y m e n t  p e r i o d  r e m a i n e d  u n a l t e r e d .
T o w a r d s  t h e  e n d  o f  1 9 8 4 ,  t h e  m o n e t a r y  p o l i c y  h a d  b e c o m e  m o r e  c o n t r a c t i v e ;  t h i s  w a s  r e f l e c t e d  
i n  a  b r u s q u e  i n c r e a s e  i n  n o n -  r e g u l a t e d  i n t e r e s t  r a t e s ,  w h i c h  e x c e e d e d  3 0 %  p e r  m o n t h  i n  D e c e m b e r .  
T h r o u g h o u t  t h e  f i r s t  h a l f  o f  1 9 8 5  t h e  s i t u a t i o n  o n  t h e  c r e d i t  m a r k e t s  w a s  c h a n g e a b l e .  F r o m  t h e  
a b o v e - m e n t i o n e d  e x t r e m e l y  h i g h  l e v e l ,  n o m i n a l  r a t e s  f e l l  t o  b e g i n  w i t h  b u t  t h e n  r o s e  a g a i n  b e c a u s e  o f  
t h e  s h a r p e n i n g  o f  i n f l a t i o n a r y  e x p e c t a t i o n s  a n d ,  a p p a r e n t l y ,  t h e  i n c r e a s e d  s c a r c i t y  o f  c r e d i t .  T h e  
a u t h o r i t i e s  p r o g r e s s i v e l y  r a i s e d  t h e  r e g u l a t e d  r a t e s ,  w h i c h  i n  M a y  r e a c h e d  3 0 %  p e r  m o n t h  o n  3 0 - d a y  
t i m e s  d e p o s i t s ;  e v e n  s o ,  h o w e v e r ,  t h e  y i e l d s  o n  d e p o s i t s  ( w h o s e  r e a l  v a l u e  d e c l i n e d )  w e r e  l o w e r  t h a n  
t h e  r a t e  o f  i n f l a t i o n .  G i v e n  t h e  s e g m e n t a t i o n  o f  t h e  m a r k e t s  a n d  t h e  a p p r e c i a b l e  d i f f e r e n c e s  i n  t h e  
v e lo c i ty  o f  i n c r e a s e  i n  t h e  d i f f e r e n t  c a t e g o r i e s  o f  p r i c e s ,  t h e  d i s p e r s i o n  b e t w e e n  r e a l  i n t e r e s t  r a t e s  
r e m a i n e d  c o n s i d e r a b l e .  F o r  e x a m p l e ,  t h e  a v e r a g e  e x - p o s t  y i e l d  o f  d e p o s i t s  a t  t h e  r e g u l a t e d  r a t e  
( c o m p a r e d  w i t h  t h e  C P I )  w a s  a r o u n d  - 3 . 6 %  p e r  m o n t h  i n J a n u a r y - M a y ,  w h i l e  t h e  c o s t  o f  c r e d i t  a m o n g  
f i r m s  r e a c h e d  a  r e a l  2  %  p e r  m o n t h  i f  t h e  c o m p a r i s o n  i s  m a d e  w i t h  t h e  C P I ,  o r  -0 .7  %  i f  t h e  w h o l e s a l e  
p r i c e  i n d e x  i s - u s e d  a s  r e f e r e n c e .
T h e  o p e r a t i o n a l  r u l e s  o f  t h e  f i n a n c i a l  m a r k e t s  w e r e  m o d i f i e d  i n  A p r i l .  T h e  a im  o f  t h e  c h a n g e s  
w a s  t o  p u t  c r e d i t  a c t i v i t i e s  i n  o r d e r  a n d  c h a n g e  t h e  s y s t e m  o f  b a n k  r e s e r v e s .  A s  r e g a r d s  t h e  f o r m e r ,  a  
s e g m e n t  o f  b a n k  d e p o s i t s  a n d  c r e d i t s  a t  n o n - r e g u l a t e d  i n t e r e s t  r a t e s  w a s  a g a i n  s e t  u p  w i t h  a  v i e w  t o  
r e p l a c i n g  " a c c e p t a n c e s "  ( p r i v a t e  i n s t r u m e n t s  g u a r a n t e e d  b y  t h e  f i n a n c i a l  i n s t i t u t i o n s )  a n d  " p a s s "  
t r a n s a c t i o n s  ( t r a n s a c t i o n s  c o m b i n i n g  t h e  s a l e  a n d  f u t u r e  r e p u r c h a s e  o f  p u b l i c  b o n d s ) .  T h e  p u r p o s e  o f  
t h i s  m e a s u r e  w a s  t o  d i r e c t  t o w a r d s  t h e  f i n a n c i a l  s y s t e m  o p e r a t i o n s  c o n d u c t e d  b y  o t h e r  i n t e r m e d i a r i e s ,  
w h o s e  a u t h o r i t y  t o  a r r a n g e  " p a s s e s "  w a s  w i t h d r a w n .  A t  f i r s t ,  t h e  f r e e - r a t e  s e g m e n t  o f  d e p o s i t s  
o p e r a t e d  w i t h o u t  l e g a l  r e s e r v e s ,  b u t  w i t h  a  v a r i a b l e  q u o t a  o f  t r a n s a c t i o n s  d e t e r m i n e d  b y  t h e  v o l u m e  o f  
d e p o s i t s  a t  t h e  r e g u l a t e d  r a t e  a n d  t h e  n e t  w o r t h  o f  e a c h  i n s t i t u t i o n ;  t h e s e  f r e e - r a t e  d e p o s i t s  w o u l d  n o t  
b e  g u a r a n t e e d  b y  t h e  C e n t r a l  B a n k .
F u r t h e r m o r e ,  i t  w a s  d e c i d e d  t o  m a k e  a  s u b s t a n t i a l  r e d u c t i o n  i n  t h e  r e s e r v e  r e q u i r e m e n t s  o n  t h e  
t o t a l  o f  t i m e  d e p o s i t s  a n d  t o  e l i m i n a t e  t h e  i n t e r e s t  p a i d  o n  t h e  f u n d s  h e l d  i n  r e s e r v e ,  a s  e s t a b l i s h e d  i n  
t h e  " M o n e t a r y  R e g u l a t i o n  A c c o u n t " .  I n  o r d e r  t o  a v o i d  t h e  e x p a n s i v e  e f f e c t s  o f  t h i s  m e a s u r e ,  h o w e v e r ,  
i t  w a s  d e c r e e d  t h a t  t h e  i n s t i t u t i o n s  c o n c e r n e d  s h o u l d  t a k e  o u t  a  " N o n - a v a i l a b l e  B o n d " ,  i s s u e d  b y  t h e  
C e n t r a l  B a n k ,  e q u i v a l e n t  t o  t h e  d i f f e r e n c e  b e t w e e n  t h e  o l d  a n d  n e w  l e v e l  o f  r e s e r v e s .  I t  w a s  a l s o  
a n n o u n c e d  t h a t  t h e  i s s u e  o f  t h e s e  b o n d s  w o u l d  b e  e x t e n d e d ,  i n  t h e  e v e n t  t h a t  t h e y  w e r e  r e q u i r e d  i n  t h e  
f u t u r e  f o r  m o n e t a r y  p o l i c y  n e e d s .  T h e  m o s t  i m p o r t a n t  d i f f e r e n c e s  b e t w e e n  t h i s  s y s t e m  a n d  t h e
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previous one were, on the one hand, the less automatic character of sterilization via investment in the 
Central Bank debt and, on the other, the method of calculating the interest on the new bonds. The 
interest would become due over the period up to maturity, which was linked with the payment period 
of the rediscounts already granted, instead of paying interest on the reserves as a function of the 
maturity of the deposits; in this way an attempt was made to reduce the cash deficit of the Central 
Bank.5
In april the Central Bank decided to liquidate an important private bank, thus highlighting once 
again the fragility of the Argentine financial system in recent years. This fragility was very clear in the 
financial crisis of 1980, whose consequences persisted in the ensuing years. As from 1982, the fall in 
the real value of the credits (and liabilities) of the system, owing to the maintenance of regulated 
interest rates lower than the variation in prices, improved the financial situation of the debtors. Even 
so, this did not mean that the problems of the quality and immobilization of bank portfolios had been 
surmounted. Despite the fact that the bank in difficulties was eventually reopened, the episode 
created uncertainty as to the availability of (non-guaranteed) deposits in foreign currency in the 
system as a whole, and this gave rise to an incipient run on the banks, which the authorities halted by 
freezing deposits in foreign currency for 120 days.
To sum up, in the first half of the year the financial markets reflected the problems of a 
structurally weak system which was operating in a climate of soaring inflation, with the resulting 
uncertainty. The greater part of new operations were limited to extremely short payment periods,
Table 22
ARGENTINA: MONETARY BALANCE
End-yeai: balances Growth rates'1
(millions ij( australs)
1982 1983 1984 1985 1983 1984 1985
Money (M,) 14.8 69.9 434.8 3 014.3 370.6 521.6 593.3
Currency outside banks 8.7 46.3 313.4 2 022.3 430.5 576.3 545.3
Current account deposits 6.1 236 121.4 992.0 285.3 414.2 717.1











Domestic credit 100.7 515.8 3 202.0 16 562.8 412.2 520.8 417.3
Government and public
institutions 25.7 208.8 1 205.3 7 250.0 713.0 477.3 501.5
Advances for the Monetary
Regulation Account 0.8 40.7 423.8 2 412.3 5 154.8 941.6 469.2
Loans to Government
(net of deposits) 24.9 168.1 781.5 4 837.7" 574.9 364.9 519.0
Private sector0 75.0 307.0 1 996.7 9 312.8 309.2 550.4 366.4
Factors of absorption 51.0 262.2 1 627.6 8 151.2 414.3 520.9 400.8
Quasi-money (savings and
time deposits) 26.4 146.8 1 024.5 4 834.6 456.2 598.0 371.9
Other items (net) 24.6 115.4 603.1 3 316.6 368.8 422.9 450.0
Source: Cenrral Bank of Argentina.
"The growth rates were calculated on the basis of non-rounded figures. Includes external financing to the Central Government and the
final allocation of the funds assigned before 15 February 1985 for the payment of external liabilities of rhe Central Government. ’Includes 
credits to non-bank financial institution!;. Includes resources due.
’The change in reserve requirements modified the accounting of che Central Bank: formerly the monetary base included the total of 
institutional deposits in the Central Bank, but from April onwards they ceased to be registered as part of the base of funds placed in the 
non-available bond. Hence the series is not strictly homogeneous.
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w i t h  f i e l d s  s u b j e c t  t o  m a j o r  f l u c t u a t i o n s .  A l o n g s i d e  t h e  m a r k e t s  f o r  c r e d i t  i n  n a t i o n a l  c u r r e n c y ,  t h e  
p a r a l l e l  f o r e i g n - e x c h a n g e  m a r k e t  r e t a i n e d  e n o r m o u s  a n d  p r o b a b l y  i n c r e a s i n g  i m p o r t a n c e ,  n o t  o n ly  a s  
a  s o u r c e  o f  a s s e t s  m a i n t a i n e d  b y  t h e  p u b l i c ,  e v e n  f o r  v e r y  s h o r t  p e r i o d s ,  b u t  a l s o  a s  a  f r e q u e n t l y  u s e d  
i n d i c a t o r  f o r  t h e  f o r m a t i o n  o f  e x p e c t a t i o n s .
T h e  s t a b i l i z a t i o n  p r o g r a m m e  i n v o l v e d  a  d r a s t i c  f a l l  i n  t h e  p r i c e  v a r i a t i o n  r a t e .  T h i s  w a s  
h a z a r d o u s ,  s i n c e  t h e  a b r u p t  c h a n g e  i n  t h e  i n f l a t i o n  r a t e  w o u l d  i n  i t s e l f  c r e a t e  a n  e q u a l ly  s u d d e n  
c h a n g e  i n  t h e  r e a l  c o n d i t i o n s  o f  e x i s t i n g  c o m m i t m e n t s .  H e n c e ,  t h e  p r o g r a m m e  i n c l u d e d  a  s y s t e m  o f  
d e b t  c o n v e r s i o n ,  l i n k e d  w i t h  a  m o n e t a r y  r e f o r m .
T h e  p r i n c i p l e  o f  t h i s  s y s t e m  w a s  a s  f o l l o w s .  U n d e r  t h e  p r e v i o u s  i n f l a t i o n  t h e  n o m i n a l  s u m s  
c o m m i t t e d  f o r  f u t u r e  p a y m e n t  d e p r e c i a t e d  ( i n  r e a l  t e r m s )  a t  a  r a t e  o f  c lo s e  o n  1 %  p e r  d a y .  I n  o t h e r  
w o r d s ,  t h e  e s t i m a t e d  v a l u e  i n  " m o n e y  o f  c o n s t a n t  p u r c h a s i n g  p o w e r "  o f  a  g i v e n  n o m i n a l  a m o u n t  
d e c l i n e d  i n  p r o p o r t i o n  t o  t h e  d e f e r m e n t  o f  t h e  m o m e n t  o f  p a y m e n t .  N o w ,  b y  c u r b i n g  p r i c e  i n c r e a s e s  
( w h i c h  w a s  i m p l i c i t  i n  t h e  f r e e z e  a n n o u n c e d  i n  t h e  p r o g r a m m e ) ,  d e b t s  w o u l d  i n  f a c t  b e  p a i d  o f f  i n  a  
c u r r e n c y  w h o s e  r e a l  v a l u e  d i m i n i s h e d  o n ly  s lo w ly  o v e r  t i m e .  H e n c e ,  i n  o r d e r  t h a t  t h e  r e a l  v a l u e  o f  
p a y m e n t s  w o u l d  r e p r e s e n t  t h a t  w h i c h  i t  w o u l d  h a v e  r e a c h e d  i n  t h e  p r e v i o u s  i n f l a t i o n a r y  c o n d i t i o n s ,  
t h e  n o m i n a l  a m o u n t s  h a d  t o  b e  c o r r e c t e d  i n  p r o p o r t i o n  t o  t h e  e r o s i o n  t h a t  t h e  p u r c h a s i n g  p o w e r  o f  
t h e  c u r r e n c y  w o u l d  h a v e  s u f f e r e d  i n  t h e  s a id  s i t u a t i o n .  T h i s  c o n v e r s i o n  s y s t e m  w a s  b a s e d  o n  t h e  
e s t a b l i s h m e n t  o f  a  n e w  m o n e t a r y  u n i t  ( t h e  a u s t r a l ) .  L i a b i l i t i e s  p a y a b l e  ( c u r r e n c y  o u t s i d e  b a n k s ,  s i g h t  
d e p o s i t s ,  s a v i n g s  d e p o s i t s )  w e r e  a u t o m a t i c a l l y  c o n v e r t e d  i n t o  a u s t r a l s  a t  t h e  r a t e  o f  1 0 0 0  p e s o s  p e r  
a u s t r a l .  F u t u r e  p a y m e n t s  d e r i v i n g  f r o m  d e b t s  o r i g i n a l l y  d e n o m i n a t e d  i n  A r g e n t i n e  p e s o s  ( t h a t  is ,  
c o n t r a c t e d  b e f o r e  t h e  r e f o r m )  w o u l d  b e  m a d e  i n  a u s t r a l s  a t  a  r a t e  i m p l y i n g  a  d a i ly  d e v a l u a t i o n  o f  t h e  
p e s o .  I n  o t h e r  w o r d s ,  i n  t h e  f i n a l  a n a l y s i s ,  t h e  s y s t e m  r e t a i n e d  t h e  s u m s  i n  p e s o s  s t i p u l a t e d  i n  e a c h  
s p e c i f i c  c o n t r a c t  a n d  d e f i n e d  a n  e x c h a n g e  r a t e ,  v a l i d  f o r  t h e  s e t t l e m e n t  o f  d e b t s ,  w h i c h  v a r i e d  d a i ly  
a n d  w a s  f i x e d  i n  a d v a n c e  b e t w e e n  t h e  t w o  c u r r e n c i e s .
T h e  a i m  o f  t h i s  m e c h a n i s m  w a s  t o  p r e v e n t  t h e  n o m i n a l  i n t e r e s t  r a t e s  ( e x p l i c i t  i n  t h e  c o n t r a c t s  
o r  i m p l i c i t  i n  t i m e  d e p o s i t s ) ,  w h i c h  w e r e  e x t r e m e l y  h i g h ,  f r o m  b e i n g  c o n v e r t e d  i n t o  r e a l  r a t e s  o f  
s i m i l a r  m a g n i t u d e  w h e n  t h e  i n f l a t i o n  w a s  c u r b e d .  I t s  o b j e c t i v e  w a s  t o  " n e u t r a l i z e "  t h e  p o s s i b l e  e f f e c t  
o f  t h e  s t a b i l i z a t i o n  o n  t h e  p a y m e n t s  c o m m i t t e d  a n d  t h u s  a v o i d  a  p o t e n t i a l l y  l a r g e  t r a n s f e r  o f  w e a l t h .  
I n  l i a b i l i t i e s  w i t h  a d j u s t m e n t  c l a u s e s  b a s e d  o n  p r i c e  i n d e x e s  a  s i m i l a r  p r o b l e m  o c c u r r e d ,  s i n c e  t h e s e  
c l a u s e s  n o r m a l l y  i n c o r p o r a t e d  l a g s  b e t w e e n  t h e  t i m e  o f  p r i c e  i d e n t i f i c a t i o n  a n d  t h e  t i m e  w h e n  t h e  
i n d e x e s  w e r e  u s e d  f o r  t h e  a d j u s t m e n t s .  T h i s  m e a n t  t h a t  t h e  h i g h  i n f l a t i o n  p r i o r  t o  t h e  r e f o r m  w o u l d  
b e  " c a r r i e d  o v e r "  i n t o  t h e  s u b s e q u e n t  a d j u s t m e n t  o f  p a y m e n t s . 6
T h e  m e c h a n i s m  w a s  i n t e n d e d  f o r  g e n e r a l  a p p l i c a t i o n  ( e x c e p t  f o r  t h e  p a y m e n t  o f  w a g e s  a n d  
p e n s i o n s  c o r r e s p o n d i n g  t o  J u n e ) ,  s i n c e  t h e  i d e a  w a s  t o  c o r r e c t  t h e  e f f e c t  o f  t h e  c h a n g e  i n  t h e  i n f l a t i o n  
r a t e  w i t h o u t  a f f e c t i n g  t h e  s p e c i f i c  t e r m s  o f  i n d i v i d u a l  c o n t r a c t s .  T h e  a p p l i c a t i o n  o f  t h e  s y s t e m  w a s  
f a c i l i t a t e d  b y  t h e  f a c t  t h a t ,  d e s p i t e  t h e  i n t e n s e  f l u c t u a t i o n s  i n  p r i c e s  i n  t h e  p h a s e  p r i o r  t o  t h e  r e f o r m ,  
t h e  a v e r a g e  i n f l a t i o n  r a t e  r e m a i n e d  f o r  s e v e r a l  m o n t h s  a t a  f i g u r e  o f  a r o u n d  2 5 %  t o  3 0 % ,  a s i d e  f r o m  
t h e  f a c t  t h a t  m o s t  o f  t h e  c o n t r a c t s  m a d e  i n  n o m i n a l  t e r m s  w e r e  o f  s h o r t  d u r a t i o n .
I n  t h e  h y p o t h e t i c a l  c a s e  o f  a  t y p e  o f  i n f l a t i o n  u n i f o r m  o v e r  t i m e  a n d  c o m p l e t e l y  a n t i c i p a t e d ,  a  
c o n v e r s i o n  s y s t e m  s u c h  a s  t h a t  e m p l o y e d  i n  t h e  A r g e n t i n e  m o n e t a r y  r e f o r m  w o u l d  h a v e  p r e c i s e l y  
v a l i d a t e d  t h e  r e a l  t e r m s  o r i g i n a l l y  e n v i s a g e d  b y  t h e  p a r t i e s  s i g n i n g  t h e  c o n t r a c t s .  I n  p r a c t i c e ,  i t  i s  
p r o b a b l e  t h a t  t h e  e x p e c t a t i o n s  m a i n t a i n e d  b y  d i f f e r e n t  a g e n t s  a t  d i f f e r e n t  p o i n t s  i n  t i m e  d i v e r g e d  
c o n s i d e r a b l y ;  h e n c e  t h e r e  a p p e a r e d  t o  b e  n o  u n i f o r m  m e t h o d  o f  v a l i d a t i n g  t h e  o r i g i n a l  f o r e c a s t s ,  o r  
t h o s e  t h a t  i n d i v i d u a l s  h a d  b e e n  a d o p t i n g  t h r o u g h o u t  t h e  p e r i o d  w h e n  t h e  c o n t r a c t  w a s  i n  f o r c e .  
A g a i n ,  t h e  d r a s t i c  p r i c e  c h a n g e s  l i n k e d  w i t h  i n f l a t i o n  b e f o r e  t h e  r e f o r m  w a s  a p p l i e d  h a d  p r o g r e s ­
s iv e ly  m o d i f i e d  t h e  r e a l  v a l u e s  o f  t h e  c o m m i t m e n t s  c o n t r a c t e d ,  p a r t i c u l a r l y  i n  c a s e s  w h e r e  t h e  t e r m s  
o f  t h e  a g r e e m e n t  w e r e  n o t  w e l l  " a d a p t e d "  t o  t h e  i n f l a t i o n a r y  c o n d i t i o n s :  a n  a t t e m p t  t o  c o r r e c t  t h e s e  
e f f e c t s  w o u l d  h a v e  r e q u i r e d  a  d e t a i l e d  r e v i e w  o f  t h e  v a s t  n u m b e r  o f  e x i s t i n g  c o n t r a c t s .  T h e  c r i t e r i o n  
i m p l i c i t  i n  t h e  c o n v e r s i o n  m e c h a n i s m  w a s  t o  t a k e  a s  a  d a t u m  t h e  s t a t e  o f  t h e  c o n t r a c t s  a t  t h e  t i m e  o f  
a p p l i c a t i o n  o f  t h e  m o n e t a r y  r e f o r m  a n d  t o  s e e  t h a t  t h e  r e a l  v a l u e s  o f  t h e  p a y m e n t s  c o m m i t t e d
6 For example, a commitment for 30 days subsequent to the reform, adjustable with a price index for June 1985, might be over 30% . 
higher than the payment made in June, although prices had risen only very slowly. The criterion adopted in the conversion system to correct the 
effect of these lags was to consider that the amounts updated with price variations prior to the monetary reform (e.g., indexes for June) 
constituted sums in pesos and were therefore subject to conversion according to the scale.
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c o r r e s p o n d e d  a p p r o x i m a t e l y  t o  t h o s e  t h a t  w o u l d  h a v e  b e e n  o b t a i n e d  b y  " e x t r a p o l a t i n g "  t h e  i n f l a t i o n  
o f  t h e  p r e v i o u s  m o n t h s ,  w i t h o u t  a t t e m p t i n g  t o  i n t e r v e n e  c a s e  b y  c a s e  t o  r e v i e w  p o s s i b l e  c o n t r a c t u a l  
i m p e r f e c t i o n s  o r  t o  r e v e r s e  t r a n s f e r s  t h a t  h a d  a l r e a d y  b e e n  m a d e .  T h e  c o n v e r s i o n  s y s t e m  s o u g h t  t o  
a v o i d  a  c a s e - b y - c a s e  r e c o n s i d e r a t i o n  o f  l i a b i l i t i e s  in  t h e  l i g h t  o f  t h e  s u d d e n  c h a n g e  in  t h e  i n f l a t i o n  
r a t e .
T h e  m e c h a n i s m  w a s  a p p l i e d  e x t e n s i v e l y  t o  t h e  s e t t l e m e n t  o f  d e b t s  b e t w e e n  p r i v a t e  p a r t i e s ,  b u t  
t h e r e  a l s o  a p p e a r s  t o  h a v e  b e e n  a  c o n s i d e r a b l e  n u m b e r  o f  r e n e g o t i a t i o n s .  A t  t h e  s a m e  t i m e  t h e  
a u t h o r i t i e s  i s s u e d  c o m p l e m e n t a r y  r u l e s  a p p l i c a b l e  t o  g o v e r n m e n t  d e b t s ,  a n d  e s p e c i a l l y  t o  c o n t r a c t s  
f o r  p u b l i c  w o r k s ,  w h i c h  a r e  g e n e r a l l y  l o n g - t e r m ,  i n  o r d e r  t o  t a k e  i n t o  a c c o u n t  t h e  i n d i v i d u a l  f e a t u r e s  
o f  t h e s e  o p e r a t i o n s .
A n o t h e r  p r o b l e m  t h a t  a r o s e  w i t h  t h e  i n t r o d u c t i o n  o f  t h e  s t a b i l i z a t i o n  p r o g r a m m e  w a s  t h e  
i d e n t i f i c a t i o n  o f  a  l e v e l  o f  i n t e r e s t  r a t e s  t h a t  w o u l d  m a i n t a i n  t h e  d e m a n d  f o r  f i n a n c i a l  a s s e t s  y e t  b e  
c o m p a t i b l e  w i t h  a  l o w  i n f l a t i o n  r a t e .  O n  1 4  J u n e  t h e  a u t h o r i t i e s  a n n o u n c e d  t h a t  t h e  r e g u l a t e d  r a t e  o f  
i n t e r e s t  o n  t i m e  d e p o s i t s  o f  3 0  d a y s  w o u l d  f a l l  f r o m  2 8 %  t o  4 %  p e r  m o n t h .  T h e  l a t t e r  r a t e  c o n t i n u e d  
t o  b e  h i g h ,  c o n s i d e r i n g  t h a t  p r i c e s  w e r e  s i m u l t a n e o u s l y  f r o z e n ,  b u t  i t  i n v o l v e d  a  v e r y  s u b s t a n t i a l  d r o p  
i n  n o m i n a l  r e t u r n s .  I t  r e m a i n e d  t o  b e  s e e n  w h e t h e r  t h e  p u b l i c  w o u l d  a d ju s t  t h e i r  e x p e c t a t i o n s  q u ic k ly  
e n o u g h  f o r  t h e  f u n d s  t o  r e m a i n  i n  t h e  f i n a n c i a l  s y s t e m  o r  w h e t h e r  t h e s e  w o u l d  b e  t r a n s f e r r e d  t o  t h e  
f o r e i g n  e x c h a n g e  o r  g o o d s  m a r k e t s .  A s  a  m a t t e r  o f  f a c t ,  m o s t  d e p o s i t s  w e r e  r e n e w e d  a n d  t h e  p r i c e  o f  
f o r e i g n  e x c h a n g e  i n  t h e  p a r a l l e l  m a r k e t  f e l l  s h a r p l y .  I n  t h e  f i n a n c i a l  s e g m e n t  w i t h  n o n - r e g u l a t e d  
i n t e r e s t  r a t e s ,  a t  t h e  o u t s e t  t h e s e  s t o o d  a t  9 %  p e r  m o n t h ;  v a l u e s  o f  t h i s  m a g n i t u d e  c a n  b e  r e g a r d e d  a s  a  
s y m p t o m  o f  s c a r c i t y  o f  f u n d s ,  b u t  t h e y  a l s o  s u g g e s t  t h a t  e x p e c t a t i o n s  o f  i n f l a t i o n  s t i l l  r e m a i n e d  h i g h  
( a l t h o u g h  m u c h  l o w e r  t h a n  b e f o r e  t h e  a n n o u n c e m e n t  o f  t h e  p r o g r a m m e )  in  v i e w  o f  t h e  u n c e r t a i n t y  
c o n c e r n i n g  t h e  o u t c o m e  o f  t h e  s t a b i l i z a t i o n  p o l i c i e s .
T h e r e  w a s  c o n s i d e r a b l e  m o n e t a r y  e x p a n s i o n  i n  J u n e .  I n  t h e  f i r s t  h a l f  o f  t h e  m o n t h  t h e  p u b l i c  
s e c t o r  d e m a n d e d  a  l a r g e  v o l u m e  o f  f u n d s  ( d e s t i n e d  i n  p a r t  t o  f o r m  a  r e s e r v e  a g a i n s t  p o s s i b l e  c a s h  
r e q u i r e m e n t s  i n  t h e  e n s u i n g  w e e k s ) .  I n  t h e  s e c o n d  h a l f  t h e r e  w e r e  c o p i o u s  i n f l o w s  o f  f o r e i g n  
c u r r e n c y ,  o w i n g  t o  t h e  e n o r m o u s  g a p  b e t w e e n  t h e  lo c a l  i n t e r e s t  r a t e  a n d  t h e  z e r o  v a r i a t i o n  i n  t h e  
e x c h a n g e  r a t e  i m p l i c i t  i n  t h e  o f f ic i a l  a n n o u n c e m e n t s .  T o  f o r e s t a l l  t h e  o c c u r r e n c e  o f  s u b s t a n t i a l  
m o v e m e n t s  o f  v o l a t i l e  c a p i t a l  o f  g o v e r n m e n t  e x t e n d e d  t h e  m i n i m u m  r e p a y m e n t  p e r i o d  f o r  f u n d s  
b r o u g h t  i n  t h r o u g h  f o r e i g n  l o a n s .  A t  a l l  e v e n t s ,  t h e  r i s e  i n  i n t e r n a t i o n a l  r e s e r v e s ,  m a i n l y  a s  a  r e s u l t  o f  
t h e  b i g  s u r p l u s  o n  t h e  t r a d e  a c c o u n t ,  w a s  a  m a j o r  s o u r c e  o f  m o n e y  g e n e r a t i o n  i n  t h e  s e c o n d  h a l f  o f  
1 9 8 5 .7  C o n t r a r y  t o  w h a t  h a p p e n e d  i n  t h e  p r e v i o u s  p h a s e ,  n e t  c r e d i t  t o  t h e  g o v e r n m e n t  w a s  n o t  a n  
e x p a n s i v e  f a c t o r ,  s i n c e  t h e  T r e a s u r y  w a s  a b l e  t o  d i s p e n s e  w i t h  f i n a n c i n g  f r o m  t h e  C e n t r a l  B a n k 8 a n d  
o f f ic i a l  d e p o s i t s  i n c r e a s e d  c o n s i d e r a b l y .
I n  c o n t r a s t ,  t h e  r e d i s c o u n t s  o f  t h e  C e n t r a l  B a n k  t o  t h e  f i n a n c i a l  s y s t e m  g r e w  a p p r e c i a b l y  in  t h e  
s e c o n d  h a l f  o f  1 9 8 5 ,  o w i n g  i n  s o m e  c a s e s  t o  t h e  c h a n g e s  i n  t h e  d e m a n d  f o r  a s s e t s  w h i c h  w i l l  b e  
r e f e r r e d  t o  l a t e r  o n .  B y  m e a n s  o f  i n c r e a s e s  i n  t h e  b a n k  r e s e r v e  r e q u i r e m e n t s  t h e  a u t h o r i t i e s  s t e r i l i z e d  
p a r t  o f  t h e  m o n e y  g e n e r a t i o n  d e r i v i n g  f r o m  t h e  e x t e r n a l  s e c t o r  a n d  t h e  r e d i s c o u n t s .  N o n e t h e l e s s ,  t h e  
m o n e y  s u p p l y  e x p a n d e d  c o n s i d e r a b l y ,  a l t h o u g h  a t  a  s l o w e r  r a t e  t h a n  b e f o r e  t h e  i n c e p t i o n  o f  t h e  
s t a b i l i z a t i o n  p r o g r a m m e .  A s  a  c o u n t e r p a r t  o f  t h i s ,  c r e d i t  t o  t h e  p r i v a t e  s e c t o r  s h o w e d  a  m a r k e d  
i n c r e a s e d  t h a t  e a s i ly  e x c e e d e d  t h a t  o f  p r i c e s .
T h e  g r o w t h  i n  t h e  s u p p l y  o f  f i n a n c i a l  a s s e t s  c o r r e s p o n d e d  w i t h  a n  i n c r e a s e  i n  d e m a n d .  T h e  
b r u s q u e  f a l l  i n  t h e  i n f l a t i o n  r a t e  w e a k e n e d  t h e  i n c e n t i v e s  t o  m i n i m i z e  h o l d i n g s  o f  m o n e t a r y  b a l a n c e s ,  
a n d  t h e  p u b l i c  t h u s  d e c i d e d  t o  i n c r e a s e  i t s  p r e c a r i o u s  s t o c k s  o f  l i q u i d  m o n e y :  t h e  q u a n t i t y  o f  m e a n s  o f  
p a y m e n t  e x p a n d e d  v i g o r o u s l y  in  r e a l  t e r m s ,  a l t h o u g h  i t  r e m a i n e d  b e l o w  h i s t o r i c a l  v a l u e s ,  in  a  t y p i c a l  
r e s p o n s e  d u r i n g  p e r i o d s  o f  s t a b i l i z a t i o n .  T h e r e  w a s  a l s o  a  r i s e  i n  t h e  v o l u m e  o f  t i m e  d e p o s i t s ,  b o t h  i n  
t h e  s e g m e n t  o f  r e g u l a t e d  r a t e s  a n d  i n  t h a t  o f  n o n - c o n t r o l l e d  y i e l d s ,  w h e r e  t h e  a u t h o r i t i e s  g r a d u a l l y  
i n c r e a s e d  t h e  q u o t a s  p e r m i t t e d .  I n  c o n t r a s t ,  t h e r e  w a s  a  f a l l  in  d e m a n d  f o r  i n d e x e d  d e p o s i t s ,  w h o s e
'T he figures on the external position corresponding to December 1985 which appear in the monetary balance are influenced by the 
allocation of foreign exchange payments made by the Central Bank on behalf of the government before 15 February 1985. This accounting 
allocation also affects the figures on financing provided to the government.
8The data on credit to the public sector in December 1985 reflect the allocation mentioned in the previous note. As from June, on the 
other hand, the figures on government financing included the concept "External credit to the national government". This records the externa] 
credit operations of the Central Bank whose funds are destined for the public sector.
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y i e l d  w a s  m u c h  l o w e r  t h a n  t h a t  o f  f i x e d - i n t e r e s t  a s s e t s . 9 T h i s  s h i f t  i n  d e m a n d ,  l i n k e d  w i t h  t h e  f a c t  
t h a t  i n d e x e d  l o a n s  g e n e r a l l y  h a d  l o n g e r  m a t u r i t i e s  t h a n  d e p o s i t s ,  i n d u c e d  t h e  a u t h o r i t i e s  t o  o f f e r  
r e d i s c o u n t s  ( a l s o  a d j u s t a b l e )  t o  a v o i d  i m b a l a n c e s  i n  t h e  p o r t f o l i o s  o f  t h e  i n s t i t u t i o n s .  T h e  s t e r i l i z a ­
t i o n  o f  t h e s e  f u n d s  t h r o u g h  g r e a t e r  r e s e r v e  r e q u i r e m e n t s  o n  t i m e  d e p o s i t s  h a d  i t s  c o s t ,  s i n c e  t h e  
i n t e r e s t  o n  t h e  r e s e r v e s  w a s  g r e a t e r  t h a n  t h e  a d j u s t m e n t  o f  t h e  r e d i s c o u n t s .
T h e  l a r g e r  s u p p l y  o f  f u n d s ,  a n d  p r o b a b l y  a l s o  t h e  s l a c k e n i n g  i n  i n f l a t i o n a r y  e x p e c t a t i o n s  w i t h  
t h e  p e r c e p t i b l e  fa l l  i n  t h e  r a t e  o f  p r i c e  i n c r e a s e s ,  c a u s e d  a  g r a d u a l  d e c l i n e  i n  n o m i n a l  i n t e r e s t  r a t e s .  
T h e s e ,  h o w e v e r ,  r e m a i n e d  m a r k e d l y  a b o v e  t h e  r a t e  o f  p r i c e  i n c r e a s e s ,  e s p e c i a l l y  i n  t h o s e  s e c t o r s  
w h e r e  t h e  f r e e z e  w a s  m o r e  r i g o r o u s l y  o b s e r v e d .  M o r e o v e r ,  d e s p i t e  t h e  e x p a n s i o n  i n  t h e  v o l u m e  o f  
f i n a n c i a l  a s s e t s ,  t h e  m a r g i n s  b e t w e e n  t h e  i n t e r e s t  r a t e s  o n  l o a n s  a n d  o n  d e p o s i t s  r e m a i n e d  v e r y  w id e .  
T h e  e x t r e m e l y  h i g h  c o s t  o f  c r e d i t  w a s  u n d o u b t e d l y  a  c o n s t r a i n t  o n  t h e  r e c o v e r y  o f  p r o d u c t i o n  a n d  
i n v e s t m e n t .  H o w e v e r ,  i t  i s  p r o b a b l e  t h a t  t h e  l o w  i n i t i a l  v a l u e  o f  t h e  d e b t  a t t e n u a t e d  t h e  p o s s i b l e  
o v e r a l l  f i n a n c i a l  e f f e c t s  o f  t h e  h i g h  i n t e r e s t  r a t e s .
I n  g e n e r a l  t e r m s ,  i n  t h e  s e c o n d  h a l f  o f  1 9 8 5  t h e  f i n a n c i a l  s y s t e m  e x p a n d e d  i t s  v o l u m e  o f  
o p e r a t i o n s  a n d  t h e  m a r k e t s  s h o w e d  a  v e r y  d i f f e r e n t  t r e n d  f r o m  t h a t  p r e v a i l i n g  i n  t h e  p r e v i o u s  p h a s e .  
D e s p i t e  t h i s ,  t h e  n o r m a l i z a t i o n  o f  f i n a n c i a l  a c t i v i t y  w a s  o n ly  p a r t i a l :  t r a n s a c t i o n s  r e m a i n e d  l a r g e ly  
c o n f i n e d  t o  t h e  s h o r t e r  t e r m s  a n d  r e a l  i n t e r e s t  r a t e s  w e r e  s t i l l  v e r y  h i g h .  A t  t h e  s a m e  t i m e ,  t h e r e  
r e m a i n e d  t h e  f u n c t i o n a l  p r o b l e m s  o f  a  f i n a n c i a l  s y s t e m  w i t h  v e r y  c o m p l e x  o p e r a t i o n a l  r u l e s ,  h i g h  
c o s t s ,  a n d  r e c o v e r y  p o r t f o l i o s  w h i c h  w e r e  i n  m a n y  c a s e s  s e r io u s ly  c o m p r o m i s e d .
b )  F i s c a l  p o l i c y
I n  1 9 8 5  t h e r e  w a s  a  m a r k e d  f a l l  i n  t h e  f i n a n c i n g  n e e d s  o f  t h e  p u b l i c  s e c t o r ;  t h e s e  a m o u n t e d  t o  
a r o u n d  5 .5  %  o f  t h e  g r o s s  d o m e s t i c  p r o d u c t ,  a  v e r y  m u c h  l o w e r  f i g u r e  t h a n  i n  r e c e n t  y e a r s .  I n d e e d ,  t h e  
n o n - f i n a n c i a l  p u b l i c  s e c t o r  d e f i c i t  w a s  o n ly  s l i g h t l y  h i g h e r  t h a n  t h e  t o t a l  i n t e r e s t  o n  t h e  e x t e r n a l  d e b t  
o f  t h e  o f f ic i a l  i n s t i t u t i o n s ,  w h i c h  h i g h l i g h t s  t h e  m a g n i t u d e  o f  t h e  a d j u s t m e n t  m a d e  i n  t h e  f is c a l  
a c c o u n t s .
T h e  r e d u c t i o n  i n  t h e  d i s e q u i l i b r i u m  w a s  p a r t i c u l a r l y  s i g n i f i c a n t  i n  t h e  c e n t r a l  g o v e r n m e n t  
a d m i n i s t r a t i o n ,  w h i c h  g e n e r a t e d  a n  a p p r e c i a b l e  s u r p l u s  b e f o r e  t r a n s f e r s  t o  o t h e r  c o m p o n e n t s  o f  t h e  
p u b l i c  s e c to r .  A  f a l l  i n  t h e  d e f i c i t ,  a l t h o u g h  o n  a  s m a l l e r  s c a le ,  w a s  a l s o  o b s e r v e d  i n  t h e  p u b l i c  
e n t e r p r i s e s  a n d  t h e  p r o v i n c e s .
T h i s  r e s u l t  w a s  m a i n l y  d u e  t o  a  p r o n o u n c e d  r e a l  i n c r e a s e  i n  c u r r e n t  r e s o u r c e s ,  w h i c h  o c c u r r e d  
b o t h  i n  t a x  r e v e n u e  a n d  i n  i n c o m e  f r o m  s a l e s  o f  g o o d s  a n d  s e r v i c e s .  A t  t h e  s a m e  t i m e ,  e x p e n d i t u r e  o n  
p e r s o n n e l  d e c l i n e d  w h i l e  i n v e s t m e n t  a p p e a r s  t o  h a v e  r e m a i n e d  a t  t h e  s a m e  lo w  l e v e l  a s  i n  t h e  
p r e v i o u s  y e a r .
I n  t h e  f i r s t  h a l f  o f  1 9 8 5 ,  a n d  e s p e c i a l l y  i n  t h e  p e r i o d  i m m e d i a t e l y  b e f o r e  t h e  a n n o u n c e m e n t  o f  
t h e  p r o g r a m m e ,  t h e  r e a l  v a l u e s  o f  p r i c e s  a n d  p u b l i c  c h a r g e s  r o s e  s u b s t a n t i a l l y ,  w h i l e  t h e  r e m u n e r a ­
t i o n  o f  p u b l i c  e m p l o y e e s  l a g g e d  b e h i n d  i n f l a t i o n .  I n  J u n e  t h e r e  w a s  a l s o  a  d e v a l u a t i o n ,  c o u p l e d  w i t h  a  
r i s e  i n  f o r e i g n ,  t r a d e  c h a r g e s .  T h e s e  m e a s u r e s  w e r e  d e s i g n e d  t o  i n c r e a s e  t a x  r e v e n u e ,  t h o u g h  t h e i r  
e f f e c t  w a s  p a r t l y  o f f s e t  b y  h i g h e r  r e a l  i n t e r e s t  c o m m i t m e n t s  o n  t h e  e x t e r n a l  d e b t .
O n e  o f  t h e  c e n t r a l  p o i n t s  o f  t h e  J u n e  p r o g r a m m e  w a s  t h e  a n n o u n c e m e n t  o f  a  d r a s t i c  r e d u c t i o n  
i n  t h e  f i s c a l  d e f i c i t  a n d  t h e  t e r m i n a t i o n  o f  c r e d i t s  f r o m  t h e  C e n t r a l  B a n k  t o  t h e  T r e a s u r y .  T o  a c h i e v e  
t h i s  t h e  a u t h o r i t i e s  b a s e d  t h e i r  p l a n s  i n  t h e  i m m e d i a t e  f u t u r e  o n  t h e  d r o p  i n  e x p e n d i t u r e  a l r e a d y  p u t  
i n t o  e f f e c t ,  s i n c e  t h e y  d id  n o t  c o n t e m p l a t e  s t a f f  la y o f f s  ( a  f r e e z e  o n  v a c a n c i e s  h a d  b e e n  p r e v i o u s l y  
d e t e r m i n e d )  a n d  i t  w a s  i n t e n d e d  t o  m a i n t a i n  e x p e n d i t u r e  o f  a  s o c ia l  n a t u r e .  A  m a r k e d  r i s e  i n  r e v e n u e  
w a s  e x p e c t e d :  i n  a d d i t i o n  t o  t h e  m e a s u r e s  a l r e a d y  a d o p t e d  r e g a r d i n g  t a r i f f s  a n d  t a x e s  o n  f o r e i g n  t r a d e  
t h e r e  w o u l d  b e  a  c o m p u l s o r y  d e p o s i t  t o  b e  m a d e  b y  p a y e r s  o f  d i r e c t  t a x e s  a n d ,  a b o v e  a l l ,  t h e  e f f e c t  o f  
t h e  f a l l  i n  t h e  i n f l a t i o n  r a t e  o n  t h e  r e a l  v a l u e  o f  t h e  r e v e n u e ,  t h r o u g h  t h e  s u d d e n  d r o p  i n  t h e  
i m p o r t a n c e  o f  t h e  " f i s c a l  l a g " . A s i d e  f r o m  t h i s  e f f e c t  o n  t h e  p u b l i c  s e c t o r  p r o p e r ,  t h e  i n f l u e n c e  o f  
l o w e r  i n f l a t i o n  o n  n o m i n a l  i n t e r e s t  r a t e s  w o u l d  a l s o  h e l p  t o  a l l e v i a t e  t h e  " q u a s i - f i s c a l "  d e f ic i t .
I n  t h e  e v e n t ,  i n  t h e  s e c o n d  h a l f  o f  1 9 8 5  a  m a r k e d  i n c r e a s e  w a s  i n d e e d  o b s e r v e d  i n  f i s c a l  
r e v e n u e s .  A v a i l a b l e  d a t a  o n  t a x e s  c o l l e c t e d  b y  n a t i o n a l  a g e n c i e s  ( i n c l u d i n g  C u s t o m s  a n d  t h e  S o c ia l
9The fall affected both the deposits adjustable by price indexes and those indexed by the official price of the dollar. There was also a 
decline in deposits in foreign currency, which were unfrozen in the second half of the year.
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Security System) show a variation of close on 30%  in real term s as com pared w ith  the same period in 
the previous year. O f particular im portance were the increased revenues derived from foreign trade 
and social security contributions; there was also an increase in income from VAT and other taxes, but 
the yield from the charge on fuel transfers was sm aller than in the second half o f 1984, although it 
rose considerably in com parison w ith the low values of the first half of 1985.
There was also an appreciable change from June onw ards in the trend o f the income and 
expenditure o f the General Treasury. In fact, in the period from July to N ovem ber the Treasury's 
financing needs were negative, owing mainly to the increased revenues, which included the collection 
of the com pulsory saving in Novem ber. In Decem ber an operation of large scale and special features 
was carried out; the Central Bank transferred to the Treasury an external credit o f over US$ 2 billion 
(against the purchase of a public bond in foreign currency), which was mainly used to regularize 
pending  foreign debts. This operation, w hich in practice m eant the conversion o f one foreign liability 
into another, was entered  under the heading "other expenditure", w ith the counterpart item o f a 
Central Bank credit, thus giving rise to a substantial increase in the recorded deficit (see table 23).
Table 23
ARGENTINA: CENTRAL GOVERNMENT INCOME A N D  EXPENDITURE
Millions of australs Growth rates











Current saving (1 -2)
Capital expenditure 
Real investment 
Loans (net of 
repayments)
Total expenditure (2 + 4)
Deficit (5 - 1)




Issue of securities 
Amortization of securities 
Amortization of other debts 
Others
40 294 4 711
36 216 4 134
4 18 577"




45 198 2 067
3 6 79
-44 -150 453
38 150 3 320
2 7 33
36 143 3 287''
122 594 7 578
82 300 2 867






342.2 632.3 1 501.3
335.3 671.8 1 396.4
408.0 309.7 3 116.0
414.2 427.9 858.4
351.0 550.7 705.5
335.0 247.7 1 013.4
140.2 713.5 813.8
705.3 338.2 946.4
426.2 118.1 1 157.4
1 868.1 290.6 2 117.8
178.6 209.0 375.0
3 033.9 295.6 2 201.3
568.7 385.0 1 175.8
791.8 264.2 856.3
Source: National Treasury of Argentina.
"Includes 261 million australs of financing for theeconomicemergency (compulsory saving). Includes 430 million australs for regulationof 
arrears. 'Includes 1371 million australs for regulation of arrears in respect of guaranteed debts (especially public 
enterprises). Includes 1 912 million australs for external financing granted to the Central Government, net of government deposits in
the Central Bank in foreign currency.
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ARGENTINA
W i t h o u t  t h i s  e f f e c t ,  t h e  n e e d  f o r  c r e d i t  i n  D e c e m b e r  w o u l d  h a v e  b e e n  p o s i t i v e ,  t h o u g h  s m a l l ,  a n d  t h i s  
w o u l d  n o t  h a v e  d i f f e r e d  g r e a t l y  f r o m  t h e  t r e n d  o f  t h e  p r e c e d i n g  m o n t h s .
I n  g e n e r a l  t e r m s ,  a n d  i n  t h e  l i g h t  o f  f i g u r e s  w h i c h  a r e  s t i l l  o f  a  p r e l i m i n a r y  n a t u r e ,  t h e  s e c o n d  
h a l f  o f  1 9 8 5  s a w  a  v e r y  m a r k e d  f a l l  i n  t h e  p u b l i c  s e c t o r  d e f i c i t ,  a l t h o u g h  t h e  r e d u c t i o n  w a s  p r o b a b l y  
s o m e w h a t  l e s s  t h a n  h a d  b e e n  e n v i s a g e d  a t  t h e  o u t s e t .  A p p a r e n t l y  t h e  m a i n  d i f f i c u l t i e s  a r o s e  i n  t h e  
p u b l i c  e n t e r p r i s e s  a n d  t o  a  l e s s e r  d e g r e e  i n  p r o v i n c i a l  f i n a n c e s .
A l l  i n  a l l ,  p u b l i c  s e c t o r  e x p e n d i t u r e  a n d  f i n a n c i n g  c o n t i n u e d  t o  p r e s e n t  c r i t i c a l  p r o b l e m s .  I n  a n  
e c o n o m y  w i t h  a  l i m i t e d  c a p i t a l  m a r k e t  a n d  s c a n t  m o n e t i z a t i o n ,  a s  w e l l  a s  v o l a t i l e  e x p e c t a t i o n s ,  t h e  
m a i n t e n a n c e  o f  a  l o w  f i s c a l  d e f i c i t  i s  p r o b a b l y  o n e  o f  t h e  m a i n  c o n d i t i o n s  f o r  h o l d i n g  d o w n  i n f l a t i o n .  
B u t  d o m e s t i c  d e m a n d s  a n d  t h e  b u r d e n  o f  e x t e r n a l  i n t e r e s t  p a y m e n t s  h a m p e r  b u d g e t a r y  e q u i l i b r i u m .  
T o w a r d s  t h e  e n d  o f  1 9 8 5 ,  t h e  m a i n  t e n s i o n s  w e r e  o b s e r v e d  i n  t h e  l o w  v a l u e s  o f  r e a l  w a g e s  i n  t h e  
p u b l i c  s e c t o r  ( a l t h o u g h  s o m e  g r o u p s  o f  g o v e r n m e n t  o f f i c i a l s  h a d  o b t a i n e d  s p e c i a l  i n c r e a s e s  i n  t h e i r  
s a l a r i e s )  a n d  i n  c e r t a i n  d i f f i c u l t i e s  i n  h a r m o n i z i n g  t h e  a c t i o n  o f  e n t e r p r i s e s  a n d  p r o v i n c e s  w i t h  t h a t  o f  
t h e  C e n t r a l  A d m i n i s t r a t i o n .  L o n g e r - t e r m  i s s u e s ,  s u c h  a s  p u b l i c  i n v e s t m e n t  a n d  t h e  r o l e  a n d  f u n c ­
t i o n a l  p r o c e d u r e s  o f  t h e  g o v e r n m e n t a l  m a c h i n e r y  i n  g e n e r a l  w e r e  a l s o  t h e  s u b je c t  o f  d e b a t e .  T h e  a im  
o f  g o v e r n m e n t  p o l i c y  w a s  t o  i m p r o v e  t h e  a l l o c a t i o n  o f  p u b l i c  r e s o u r c e s  w i t h i n  t h e  n o w  m o r e  e x p l i c i t  
b u d g e t a r y  r e s t r i c t i o n s .  I n  t h e  c a s e  o f  p u b l i c  e n t e r p r i s e s  i n  p a r t i c u l a r ,  t h e  o b j e c t  w a s  t o  r a t i o n a l i z e  
t h e i r  a d m i n i s t r a t i o n  ( t h o u g h  n o t  t h r o u g h  m a s s  d i s m i s s a l s )  a n d  t o  i d e n t i f y  n e w  m e c h a n i s m s  f o r  
f i n a n c i n g  i n v e s t m e n t  ( s u c h  a s  a d v a n c e  p a y m e n t  b y  u s e r s  f o r  t h e  i n s t a l l a t i o n  o f  t e l e p h o n e  s e r v i c e s ) .  I n  
a d d i t i o n ,  t h e  g o v e r n m e n t  a n n o u n c e d  i t s  i n t e n t i o n  o f  p r i v a t i z i n g  n o n - s t r a t e g i c  p u b l i c  e n t e r p r i s e s  i n  




1. Recent economic trends: Introduction and summary
T h e  t w o  m a i n  f a c t o r s  a f f e c t i n g  B o l i v i a 's  e c o n o m i c  p e r f o r m a n c e  i n  1 9 8 5  w e r e  t h e  p e r s i s t e n c e  o f  
h y p e r i n f l a t i o n  t h r o u g h o u t  m o s t  o f  t h e  y e a r  a n d  t h e  l a u n c h i n g  o f  a  n e w  e c o n o m i c  p o l i c y  b y  t h e  
g o v e r n m e n t  w h i c h  a s s u m e d  o f f ic e  i n  A u g u s t .
M o s t  o f  t h e  p r o b l e m s  w h i c h  h a d  b r o u g h t  o n  t h e  e c o n o m i c  c r i s i s  t h a t  b e g a n  i n  t h e  e a r ly  1 9 8 0 s  
a l s o  p e r s i s t e d ,  a n d  n e w  p r o b l e m s  a r o s e  a s  w e l l .  P u b l i c - s e c t o r  f i n a n c i a l  d i f f i c u l t i e s ,  e x t e r n a l - s e c t o r  
i m b a l a n c e s ,  t h e  d e m a n d s  a s s o c i a t e d  w i t h  t h e  s e r v i c i n g  o f  t h e  e x t e r n a l  d e b t ,  a n d  m a l a d j u s t m e n t s  i n  
t h e  e x c h a n g e  m a r k e t  c o n t i n u e d  t o  c o n s t i t u t e  t h e  f r a m e w o r k  w i t h i n  w h i c h  e c o n o m i c  a c t i v i t y  t o o k  
p l a c e .  C o n s e q u e n t l y ,  t h e  i n f l a t i o n a r y  s p i r a l  t i g h t e n e d  a n d  a l m o s t  a l l  m a c r o e c o n o m i c  v a r i a b l e s  
s h o w e d  a  f u r t h e r  d e t e r i o r a t i o n .
I n  t h e  l a s t  f o u r  m o n t h s  o f  t h e  y e a r ,  t h e  n e w  g o v e r n m e n t  u n d e r t o o k  a  c o m p r e h e n s i v e  p l a n  o f  
r e f o r m s  a i m e d  a t  r e s t o r i n g  t h e  b a s i c  m a c r o e c o n o m i c  b a l a n c e s .  T h i s  p l a n  w a s  d e a l t  a  h e a v y  b l o w ,  
h o w e v e r ,  b y  t h e  s u s p e n s i o n  o f  t h e  a c t i v i t i e s  o f  t h e  I n t e r n a t i o n a l  T i n  C o u n c i l  a n d  t h e  s u b s e q u e n t  d r o p  
i n  i n t e r n a t i o n a l  t i n  p r i c e s .
F o r  t h e  s e c o n d  y e a r  i n  a  r o w ,  w o r s e n i n g  i n f l a t i o n  w a s  t h e  m o s t  o u t s t a n d i n g  f e a t u r e  o f  t h e  
e c o n o m y .  T h e  v a r i a t i o n  b e t w e e n  a n n u a l  a v e r a g e s  i n  t h e  g e n e r a l  c o n s u m e r  p r i c e  i n d e x  b o r d e r e d  o n  
t h e  r e c o r d  l e v e l  o f  11 8 0 0 % ,  w h i l e  t h e  D e c e m b e r - t o - D e c e m b e r  r a t e  o f  i n f l a t i o n  n e a r e d  8  2 0 0 %  ( s e e  
t a b l e  1).
T h e  g r o s s  d o m e s t i c  p r o d u c t  s h r a n k  b y  a r o u n d  1 .5 % ; w h e n  c o m b i n e d  w i t h  t h e  d e c r e a s e s  
o b s e r v e d  d u r i n g  t h e  t h r e e  p r e c e d i n g  y e a r s  a n d  t h e  s t a g n a t i o n  o f  t h e  p r o d u c t  i n  1 9 8 1 ,  t h i s  a d d e d  u p  t o  
a n  o v e r a l l  d e c l i n e  o f  a p p r o x i m a t e l y  1 2 %  b e t w e e n  1 9 8 1  a n d  1 9 8 5  ( s e e  t a b l e  1 a n d  f i g u r e  1 ). A s  a  r e s u l t  
o f  t h e  d r o p  i n  p r o d u c t i o n  a n d  t h e  g r o w t h  o f  t h e  p o p u l a t i o n ,  t h e  p e r  c a p i t a  p r o d u c t  f e l l  f o r  t h e  f i f th  
c o n s e c u t i v e  y e a r ;  t h i s  b r o u g h t  i t s  v a l u e  i n  a b s o l u t e  t e r m s  d o w n  t o  t h e  l o w e s t  l e v e l  r e c o r d e d  s in c e  a t  
l e a s t  1 9 7 0 .
G r o s s  n a t i o n a l  i n c o m e  s t a g n a t e d ,  s o  t h a t  t h e  c u m u l a t i v e  d e c l i n e  d u r i n g  t h e  p a s t  f o u r  y e a r s  c a m e  
t o  1 2 . 5 % .  N a t i o n a l  i n c o m e  w a s  o n ly  p r e v e n t e d  f r o m  d e t e r i o r a t i n g  e v e n  f u r t h e r  b y  t h e  s u b s t a n t i a l  
r e d u c t i o n  i n  n e t  e x t e r n a l  f a c t o r  p a y m e n t s .
P r o d u c t i o n  o f  g o o d s  w a s  d o w n  f o r  t h e  f o u r t h  y e a r  i n  a  r o w  ( -4 .2  % )  w h i l e  t h e  o u t p u t  o f  b a s i c  a n d  
o t h e r  s e r v i c e s  s h o w e d  a l m o s t  n o  c h a n g e .
T h e  s h a r p  i m b a l a n c e  b e t w e e n  t h e  r a t e s  o f  e x p a n s i o n  i n  t h e  p u b l i c  s e c t o r 's  c u r r e n t  i n c o m e  a n d  
t o t a l  e x p e n d i t u r e  w a s  o n e  o f  t h e  m a i n  c a u s e s  o f  t h e  o u t b r e a k  o f  h y p e r i n f l a t i o n .  T h e  r a t i o  b e t w e e n  t h e  
p u b l i c - s e c t o r  d e f i c i t  a n d  t h e  t o t a l  e x p e n d i t u r e  o f  t h e  c e n t r a l  g o v e r n m e n t  n e a r e d  a n  i n c r e d i b l e  9 5 % ,  
w h i l e  i t  e x c e e d e d  7 5 %  w h e n  e x p r e s s e d  a s  a  p e r c e n t a g e  o f  t h e  g r o s s  d o m e s t i c  p r o d u c t .
T h e  a d v e r s e  c i r c u m s t a n c e s  a f f e c t in g  t h e  e x t e r n a l  s e c t o r  a l s o  h e l p e d  t o  s p e e d  u p  i n f l a t i o n .
E x c h a n g e  c o n t r o l s  w e r e  m a i n t a i n e d  t h r o u g h o u t  m o s t  o f  t h e  y e a r .  I n  a d d i t i o n ,  t h r e e  d e v a l u a ­
t i o n s  w e r e  a p p r o v e d  i n  a n  a t t e m p t  t o  p r o m o t e  e x p o r t s  a n d  e l i m i n a t e  t h e  g a p  b e t w e e n  t h e  o f f ic ia l  a n d  
p a r a l l e l  e x c h a n g e  r a t e s .  T h i s  r a i s e d  t h e  o f f ic ia l  p r i c e  o f  t h e  d o l l a r  f r o m  8  5 0 0  p e s o s  a t  t h e  b e g i n n i n g  o f  
t h e  y e a r  t o  a l m o s t  1 6 0 0  0 0 0  p e s o s  b y  i t s  e n d .
N o n e t h e l e s s ,  t h e  v a l u e  o f  e x p o r t s  d e c r e a s e d  a n d ,  d e s p i t e  t h e  e f f o r t s  o f  t h e  a u t h o r i t i e s ,  t h e r e  w a s  
i n t e n s i v e  s p e c u l a t i o n  i n  t h e  U n i t e d  S t a t e s  d o l l a r .  A s  e c o n o m i c  a g e n t s  t r i e d  t o  p r o t e c t  t h e i r  a s s e t s  
f r o m  b e i n g  e r o d e d  b y  t h e  m o u n t i n g  i n f l a t i o n a r y  p r o c e s s ,  a n  a r t i f i c i a l  d e m a n d  f o r  d o l l a r s  w a s  c r e a t e d  
t h a t  w a s  m a n y  t i m e s  g r e a t e r  t h a n  w h a t  w a s  n e e d e d  t o  p a y  f o r  i m p o r t s  a n d  t o  s e r v i c e  t h e  e x t e r n a l  d e b t .  
T h e  d i f f e r e n t i a l  b e t w e e n  t h e  v a l u e  o f  t h e  d o l l a r  o n  t h e  p a r a l l e l  a n d  o f f ic ia l  m a r k e t s  r e m a i n e d  v e r y  
h i g h ,  w i t h  t h e  v a l u e  o n  t h e  f o r m e r  n e a r i n g  1 4 .5  t i m e s  w h a t  i t  w a s  o n  t h e  l a t t e r  a t  s o m e  p o i n t s .
99
D u e  to  th e  e c o n o m y 's  h ig h  d e g r e e  o f  " d o l l a r i z a t i o n " ,  i t  b e c a m e  c u s to m a ry  fo r th e  p r ic e s  o f  
g o o d s  a n d  s e rv ic e s ,  w h e t h e r  i m p o r t e d  o r  d o m e s t ic ,  to  r is e  in  a c c o rd a n c e  w i th  th e  e x c h a n g e  r a te  fo r 
th e  d o l la r  o n  th e  p a r a l l e l  m a r k e t .
W a g e  p o l ic y  w a s  a n o th e r  fa c to r  w h ic h  fu e lle d  h y p e r in f la t io n .  T h e  v a r io u s  w a g e  a d ju s tm e n ts  
w h ic h  w e r e  a p p r o v e d  r a is e d  th e  m in im u m  m o n th ly  w a g e  to  3 0  m i l l io n  p e s o s  b y  th e  e n d  o f  1985: a
T ab le  1
B O L IV IA : M A IN  E C O N O M IC  I N D IC A T O R S
1 9 7 9 1 9 8 0 1 9 8 1 1 9 8 2 1 9 8 3 1984 1985"
A . B a s ic  e c o n o m ic  in d ic a to r s
G ro ss  d o m e s tic  p ro d u c t a t m ark e t 
p rices (1980  =  100) 96.9 100.0 100.3 97.5 91.1 90.3 88.7
P o p u la tio n  (m illio n s  o f  in h a b ita n ts )  
P e r  c ap ita  g ro ss d o m e s tic  p ro d u c t
5.43 5.57 5.72 5.88 6.03 6.20 6.37
(1980  =  100) 99.5 100.0 97.7 92.5 84.1 81.1 77.6
G ro w th  ra te s
B . S h o r t- ru n  e c o n o m ic  in d ic a to r s  
G ro ss  d o m e s tic  p ro d u c t 0 .9 3 .2 0.3 -2.8 -6.6 -0.9 -1.7
P e r  c ap ita  g ro ss d o m e s tic  p ro d u c t -1.7 0.5 -2.3 -5.4 -9.0 -3.5 -4.4
G ro ss  n a tio n a l incom e -5.0 -6.5 -0.8 -0.1
P e r  c ap ita  g ro ss n a tio n a l incom e -1.7 1.6 -4.0 -7.5 -8.9 -3.4 -2.8
U n e m p lo y m e n t ra te  
C o n su m e r  p rices
5 .8 9 .7 10.5 14.2 15.1 18.0
D e c e m b e r-D e c e m b e r 45.4 23.9 25.1 296.5 328.5 2 176.8 8 170.5
V a ria tio n  b e tw e e n  an n u a l av erag e 19.7 47.2 32.1 123.5 275.6 1 281.3 11 749.6
R eal w ag es -1.4 -5.4 -8.7 -27.0 2 .9 -16.4 -46.0
M oney  (M ,) 16.8 41.1 20.5 230.9 209 .4 1 782.1 5 940.5
C u rre n t in co m e o f  cen tra l
g o v e rn m e n t
T ota l e x p e n d itu re  o f  cen tra l
-1.8 40.6 19.3 35.7 147.4 1 091.5 34 370.5
g o v e rn m e n t
Fiscal d e f ic i t / to ta l  e x p e n d itu re
30.3 43.1 12.8 423 .9 172.5 2 206.4 24 538.7
o f  g o v e rn m e n t^ 44.2 45.2 44.0 85.5 86.8 93.2 94.8
Fiscal d e f ic it/g ro s s  d o m e s tic  p ro d u c t0 
C u rre n t va lue  o f  e x p o rts  o f  goods
7.2 1.6 7.1 28.9 23.0 42.1 76.4
and se rv ices 21.5 22.1 -3.0 -9.8 -6.0 -4.7 -11.7
C u rre n t value o f  im p o rts  o f  goods 
and se rv ices 14.3 -11.8 4.3 -36.4 9.5 -6.5 9.6
T e rm s  o f  tra d e  (goods and se rv ices) 9 .5 9 3 -3.7 -3.6 2 .4 2 .2 -0.3
l i l l io n s  o f d o lla r s
C. E x te rn a l se c to r
T ra d e  b a lan ce  (g o o d s  and se rv ices) -226 90 17 2 7 9 165 170 12
N e t  p a y m e n t o f  p ro fits  and in te re s t 183 2 6 4 343 4 1 8 421 436 363
B a lance  o n  c u r re n t account -399 -166 -312 -121 -216 -238 -325
B a lance  o n  cap ita l accoun t 
V a r ia tio n  in  in te rn a tio n a l
4 1 7 19 3 1 9 152 2 3 2 4 6 5 343
rese rv es 24 -136 23 38 -1 256 28
E x te rn a l d eb t 2 036 2 340 2 622 2 502 3  156 3  165
Source: KCLAC, on the basis of official figures.
"Preliminary figures. "Naciona! average in pesos at 1970 prices. The rates for the period 1985-1985 were calculated on the basis of the 
consumer price index for November 1982, when the value of the minimum wage was determined; this is therefore the wage referred to 




n o m i n a l  i n c r e a s e  o f  o v e r  3 1 0 0 % .  A s  m e a s u r e d  b y  t h e  o f f ic i a l  e x c h a n g e  r a t e  f o r  D e c e m b e r ,  h o w e v e r ,  
t h i s  w a s  e q u a l  t o  l e s s  t h a n  U S $  2 0 .
I n  t h e  f i n a l  a n a l y s i s ,  t h e  c o u n t r y ' s  r u n a w a y  i n f l a t i o n  w a s  m a d e  p o s s i b l e  b y  t h e  f a c t  t h a t  t h e  r a t e  
o f  e x p a n s i o n  o f  t h e  m o n e t a r y  v a r i a b l e s  s u r p a s s e d  a l l  e x p e c t a t i o n s .  M i  g r e w  n e a r l y  6  0 0 0 %  a n d  M 2 
r o s e  o v e r  7  2 0 0 % .  T h e s e  i n c r e a s e s  s t e m m e d  f r o m  t h e  n e e d  t o  c o v e r  t h e  p u b l i c  s e c t o r 's  f i n a n c i a l  
b a l a n c e s  b y  m e a n s  o f  a r t i f i c i a l  i s s u e s  b e c a u s e  t h i s  c o u l d  n o t  b e  a c c o m p l i s h e d  b y  u s i n g  t a x  r e v e n u e s .
F o r  t h i s  r e a s o n ,  u p  u n t i l  A u g u s t  t h e  n e t  a m o u n t  o f  d o m e s t i c  c r e d i t  e x t e n d e d  t o  t h e  p u b l i c  s e c t o r  
i n c r e a s e d  a t  n e a r l y  4 0 %  p e r  m o n t h ,  w h i c h  w a s  s i m i l a r  t o  t h e  g r o w t h  r a t e  i n  t h e  v o l u m e  o f  f u n d s  m a d e  
a v a i l a b l e  t o  t h e  p r i v a t e  s e c to r .  D u r i n g  t h e  f i n a l  f o u r  m o n t h s  o f  t h e  y e a r ,  t h e  a m o u n t  o f  c r e d i t  p r o v i d e d  
t o  t h e  p u b l i c  s e c t o r  d e c r e a s e d  s u b s t a n t i a l l y  a s  a  r e s u l t  o f  t h e  s t a b i l i z a t i o n  p l a n .
B o l i v i a 's  s m a l l  t r a d e  s u r p l u s  a n d  t h e  l i m i t e d  a m o u n t  o f  p r i v a t e  t r a n s f e r s  w e r e  n o t  l a r g e  e n o u g h  
t o  o f f s e t  i t s  p a y m e n t s  f o r  f a c t o r  s e r v i c e s  ( U S $  3 6 0  m i l l i o n ) ,  e v e n  t h o u g h  d i s b u r s e m e n t s  u n d e r  t h i s  
h e a d i n g  w e r e  1 7 %  l e s s  t h a n  t h e  y e a r  b e f o r e .  T h e  c o u n t r y  t h u s  b u i l t  u p  a  U S $  3 2 5  m i l l i o n  d e f i c i t  o n  
c u r r e n t  a c c o u n t ,  w h i c h  w a s  3 6 %  m o r e  t h a n  i n  1 9 8 4  a n d  t h e  l a r g e s t  s i n c e  1 9 8 0 .
T h e  c u r r e n t  v a l u e  o f  e x p o r t s  o f  g o o d s  a n d  s e r v i c e s  f e l l  a l m o s t  1 2 % ,  m a k i n g  1 9 8 5  t h e  f i f t h  
c o n s e c u t i v e  y e a r  i n  w h i c h  a  d e c r e a s e  w a s  r e c o r d e d .  S in c e  i m p o r t s  g r e w  n e a r l y  1 0 % ,  t h e  t r a d e  s u r p l u s  
w a s  U S $  1 0  m i l l i o n ,  w h i c h  w a s  e q u i v a l e n t  t o  j u s t  7 %  o f  t h e  s u r p l u s e s  f o r  1 9 8 3  a n d  1 9 8 4 .
E v e n  t h o u g h  d e b t  s e r v i c e  p a y m e n t s  t o  p r i v a t e  i n t e r n a t i o n a l  c r e d i t o r s  r e m a i n e d  s u s p e n d e d ,  t h e  
b a l a n c e  o f  p a y m e n t s  w a s  o n c e  a g a i n  s u b je c t  t o  i n t e n s i v e  p r e s s u r e .  T h e  s e r v i c e  p a y m e n t s  o n  t h e  
e x t e r n a l  d e b t  m a d e  t o  t h e  c o u n t r y ' s  o t h e r  c r e d i t o r s  a m o u n t e d  t o  a p p r o x i m a t e l y  U S $  2 5 0  m i l l i o n ,  a n d  
a l t h o u g h  t h i s  w a s  1 8 %  l e s s  t h a n  i n  1 9 8 4 ,  i t  w a s  n o n e t h e l e s s  e q u i v a l e n t  t o  o v e r  o n e - t h i r d  o f  t h e  v a l u e  
o f  B o l i v i a 's  e x p o r t s  o f  g o o d s  a n d  s e r v i c e s .
T h e  in f l o w  o f  c a p i t a l  s l o w e d  d o w n  c o n s i d e r a b l y  ( - 2 5 % ) .  T h i s  w a s  b a s ic a l ly  d u e  t o  t h e  f a c t  t h a t  
t h e  l o n g - t e r m  c a p i t a l  a c c o u n t  s h o w e d  a  d e f i c i t  o f  n e a r l y  U S $  2 4 0  m i l l i o n  f o r  t h e  f i r s t  t i m e  s in c e  1 9 7 0 . 
S h o r t - t e r m  c a p i t a l  m o v e m e n t s  r e f l e c t e d  a  n e t  in f l o w  o f  f o r e i g n  e x c h a n g e ,  b u t  i n  p r a c t i c e  t h e  w h o l e  o f  
t h i s  in f l o w  c o r r e s p o n d e d  t o  r e f i n a n c e d  a n d  o v e r d u e  d e b t s .
O v e r a l l ,  t h e  i n t e r n a t i o n a l  r e s e r v e s  r o s e  s l i g h t l y ,  b y  n e a r l y  U S $  3 0  m i l l i o n .  T h e  le v e l  o f  n e t  
r e s e r v e s  h e l d  b y  t h e  C e n t r a l  B a n k  r e m a i n e d  e x t r e m e l y  lo w ,  h o w e v e r ;  b y  t h e  e n d  o f  t h e  y e a r  t h e y  
a m o u n t e d  t o  l e s s  t h a n  U S $  1 2 0  m i l l i o n ,  w h i c h  w a s  e q u i v a l e n t  t o  s c a r c e ly  t w o  m o n t h s '  i m p o r t s  o f  
g o o d s  a n d  s e r v i c e s .
M e a n w h i l e ,  t h e  u n e m p l o y m e n t  r a t e  c o n t i n u e d  t o  c l i m b  ( 1 8 % ) ,  r e a c h i n g  a  l e v e l  t h r e e  t i m e s  a s  
h i g h  a s  i t  h a d  b e e n  a t  t h e  b e g i n n i n g  o f  t h e  d e c a d e .
T w o  c l e a r l y - d i f f e r e n t i a t e d  s t a g e s  c a n  b e  i d e n t i f i e d  i n  t h e  e c o n o m i c  p o l i c y  t h a t  w a s  a p p l i e d  
d u r i n g  t h e  y e a r .
D u r i n g  t h e  f i r s t  s t a g e ,  w h i c h  l a s t e d  u n t i l  J u l y ,  t h e  a u t h o r i t i e s  c o n t i n u e d  t o  f o l l o w  t h e  s a m e  
p o l i c y  a s  i n  p r e c e d i n g  y e a r s .  T h e  m a i n  f e a t u r e s  o f  t h e  m e a s u r e s  a p p r o v e d  i n  F e b r u a r y  a n d  M a y  w e r e  
i n c r e a s e s  i n  t h e  e x c h a n g e  r a t e ,  s o m e  r e l a x a t i o n  o f  f o r e i g n  e x c h a n g e  c o n t r o l s ,  h i k e s  i n  t h e  p r i c e s  a n d  
c h a r g e s  f o r  e s s e n t i a l  g o o d s  a n d  s e r v i c e s ,  w a g e  i n c r e a s e s ,  a n d  t h e  i n d e x a t i o n  o f  d e l i n q u e n t  t a x  
p a y m e n t s  i n  a c c o r d a n c e  w i t h  t h e  m o v e m e n t  o f  t h e  c o n s u m e r  p r i c e  i n d e x .
A t  t h e  e n d  o f  A u g u s t ,  t h e  n e w  g o v e r n m e n t  a t t e m p t e d  t o  r e s t o r e  t h e  p r i n c i p a l  e c o n o m i c  
b a l a n c e s  b y  e m b a r k i n g  u p o n  a  c o m p r e h e n s i v e  a u s t e r i t y  p l a n .  T h e  s t e p s  i t  t o o k  w e r e  d e s i g n e d  t o  
c o n t r o l  m o n e t a r y  i s s u e s ,  w h i c h  w e r e  t h e  i m m e d i a t e  c a u s e  o f  p r i c e  i n c r e a s e s .  T o  t h i s  e n d ,  i t  a t t e m p t e d  
t o  i n c r e a s e  t h e  i m p o r t a n c e  o f  t h e  m a r k e t 's  r o l e  a s  a  r e s o u r c e - a l l o c a t i o n  m e c h a n i s m  w h i l e  a t  t h e  s a m e  
t i m e  r e d u c i n g  S t a t e  p a r t i c i p a t i o n  i n  e c o n o m i c  a c t iv i ty .
I n  t h e  c a s e  o f  t h e  p u b l i c  s e c t o r ,  t h e  m e a s u r e s  a p p r o v e d  p o i n t e d  i n  t h r e e  d i r e c t i o n s :  a  w a g e  
f r e e z e ,  t h e  d e c e n t r a l i z a t i o n  o f  t h e  m a i n  S t a t e  e n t e r p r i s e s  a n d  t h e  l a u n c h i n g  o f  a  m a j o r  t a x  r e f o r m .
I n  r e s p e c t  o f  t h e  e x t e r n a l  s e c t o r ,  a  s i n g l e  e x c h a n g e  r a t e  w a s  e s t a b l i s h e d ,  a l o n g  w i t h  n e w  
p r o c e d u r e s  f o r  t h e  s a le  o f  f o r e i g n  e x c h a n g e  b y  t h e  C e n t r a l  B a n k .  I n  a d d i t i o n ,  t h e  s u r r e n d e r  o f  t h e  t o t a l  
v a l u e  o f  r e c e i p t s  f r o m  t r a d i t i o n a l  a n d  n o n - t r a d i t i o n a l  e x p o r t s ,  b o t h  p u b l i c  a n d  p r i v a t e ,  t o  t h e  C e n t r a l  
B a n k  w a s  o n c e  a g a i n  m a d e  m a n d a t o r y .  T h e  c o m p l e t e  d e c o n t r o l  o f  f o r e i g n  e x c h a n g e  w a s  d e c r e e d ,  a n d  
a l l  r e s t r i c t i o n s  o n  e x p o r t s  a n d  i m p o r t s  w e r e  l i f te d .  A t  t h e  s a m e  t i m e ,  c e r t a i n  t a x e s  o n  f o r e i g n  t r a d e  
w e r e  a p p r o v e d  a n d  t h e  C e n t r a l  B a n k  r e c e i v e d  p e r m i s s i o n  t o  c o n v e r t  t h e  a s s e t s  i t  h e l d  i n  p r e c i o u s  
m e t a l s  i n t o  f r e e  r e s e r v e s .  F i n a l l y ,  t h e  s i g n i n g  o f  a n y  t y p e  o f  c o n t r a c t  e x p r e s s e d  i n  f o r e i g n  c u r r e n c y  
w a s  a u t h o r i z e d  s o  l o n g  a s  i t  i n c l u d e d  a  c o n s t a n t - v a l u e  c l a u s e .
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F i g u r e  1
BOLIVIA: MAIN ECONOMIC INDICATORS
G r o s s  n a t i o n a l  i n c o m e 8
G r o s s  d o m e s t i c  p r o d u c t 3
'"V"
- 1 0  I—  
1 9 7 0 1 9 7 3
i <  i________ i_________•  •________ •  •  •




1 9 7 0 1 9 7 3
N a t i o n a l  u n e m p l o y m e n t "
1 9 7 6 1 9 7 9 1 9 8 2 1 9 8 5
10  0 0 0  r
1 0 0 0
1 0 0
C o n s u m e r  p r i c e s 0 
S e m i - lo g a r i t h m ic  s c a le
10
1 9 7 0  1 9 7 3  1 9 7 6  1 9 7 9  1 9 8 2  1 9 8 5
Source: ECLAC, on the basis o f  official data.




F i g u r e  1 ( c o n c l u d e d )
T r a d e  b a l a n c e
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-500
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N e t  c a p i t a l  m o v e m e n t s '*
1 9 7 0 1 9 7 3 1 9 7 6 1 9 7 9
N e t  f a c t o r  p a y m e n t s '*
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N e t  i n t e r e s t
1 9 7 0 1 9 7 3 1 9 7 6 1 9 7 9 1 9 8 2 1 9 8 5
.AMUIlons o f dollars. P ercen tag es .
T h i s  r e l a x a t i o n  o f  c o n t r a c t  r e s t r i c t i o n s  a l s o  a p p l i e d  t o  t h e  m o n e t a r y  a n d  f i n a n c i a l  s y s t e m  a n d  
w a s  s u p p l e m e n t e d  b y  t h e  a n n o u n c e m e n t  o f  a  m o n e t a r y  r e f o r m  a n d  t h e  c r e a t i o n  o f  t h e  " p o t o s í "  a s  a  
n e w  u n i t  o f  a c c o u n t .  T h e  f r e e i n g  o f  i n t e r e s t  r a t e s  o n  l o a n s  w a s  c o n f i r m e d ,  w h i l e  d e p o s i t s  w e r e  
g u a r a n t e e d  a  m i n i m u m  r a t e  o f  r e t u r n  n o  l e s s  t h a n  L IB O R .
C iv i l  s e r v a n t s '  w a g e s  w e r e  f r o z e n ,  w h i l e  p r i v a t e - s e c t o r  w a g e s  w e r e  m a d e  s u b je c t  t o  f r e e  
n e g o t i a t i o n  a m o n g  t h e  p a r t i e s  i n v o l v e d .  T h e  s y s t e m  o f  c o m p a n y  s t o r e s  w a s  p r o h i b i t e d  a n d  p a y m e n t  
i n  k i n d  w a s  a b o l i s h e d .  F i n a l l y ,  i n  o r d e r  t o  r a t i o n a l i z e  a n d  s im p l i f y  t h e  w a g e  s t r u c t u r e ,  p a y r o l l  
h e a d i n g s  w e r e  r e f o r m u l a t e d  a n d  a l l  b o n u s e s  o r  a l l o w a n c e s  r e c e i v e d  b y  w o r k e r s  w e r e  i n t e g r a t e d  i n t o  
t h e i r  b a s i c  w a g e s  e x c e p t  f o r  t h o s e  i n  r e s p e c t  o f  s e n i o r i t y ,  p r o d u c t i o n  a n d  r e m o t e - z o n e  a l l o w a n c e s .
I n  o r d e r  t o  r a i s e  e m p l o y m e n t ,  t h e  n e w  g o v e r n m e n t  h e l d  t h a t  i n  a d d i t i o n  t o  r e e s t a b l i s h i n g  t h e  
m a c r o e c o n o m i c  b a l a n c e s  i t  w a s  n e c e s s a r y  t o  m a k e  t h e  r u l e s  g o v e r n i n g  t h e  r e c r u i t m e n t  o f  m a n p o w e r  
m o r e  f l e x ib l e .  T o  t h a t  e n d ,  b o t h  p u b l i c  a n d  p r i v a t e  c o m p a n i e s  w e r e  a u t h o r i z e d  t o  c a n c e l  l a b o u r  
c o n t r a c t s  a s  r e q u i r e d .  I n  o r d e r  t o  c o m p e n s a t e  t h o s e  a f f e c te d  b y  t h i s  m e a s u r e ,  i t  e s t a b l i s h e d  u n e m p l o y ­
m e n t  i n s u r a n c e  w h i c h  w o u l d  r u n  u n t i l  t h e  e n d  o f  t h e  y e a r ,  i n  a d d i t i o n  t o  p a y m e n t  o f  t h e  o t h e r  s o c ia l  
b e n e f i t s .
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A  v a r i e t y  o f  c o m p l e m e n t a r y  m e a s u r e s  w e r e  l a t e r  a p p r o v e d  w h i c h  h a d  a n  i m p a c t  o n  w a g e s ,  t a x  
r e v e n u e s  a n d  e m p l o y m e n t  l e v e l s .
A  r e t r o a c t i v e  i n c r e a s e  i n  m i n i m u m  w a g e s  g o i n g  b a c k  t o  A u g u s t  w a s  i n s t i t u t e d ,  a t  t h e  s a m e  t i m e  
t h a t  t h e  g o v e r n m e n t  c o n t i n u e d  w i t h  i t s  r a t i o n a l i z a t i o n  o f  t h e  v a r i o u s  p a y r o l l  c o m p o n e n t s  a n d  s e t  t h e  
a m o u n t s  t h a t  w o u l d  b e  a v a i l a b l e  u n t i l  m i d - 1 9 8 6  f o r  t h e  p a y m e n t  o f  w a g e s  b y  t h e  v a r i o u s  u n i t s  o f  t h e  
p u b l i c  s e c to r .  I n  a d d i t i o n ,  n e w  w a g e  s c a le s  f o r  t h e  d i f f e r e n t  l e v e l s  o f  t h e  p u b l i c  s e c t o r  w e r e  
e s t a b l i s h e d .
T h e  n e w  p o l i c y  s o u g h t  t o  i n c r e a s e  t h e  p e r c e n t a g e  o f  f i s c a l  r e v e n u e  t o  b e  p r o v i d e d  b y  d o m e s t i c  
t a x e s .  T h e  s i z e  o f  a u t h o r i z e d  d i s c o u n t s  w a s  i n c r e a s e d ,  t h e  c e i l i n g  o n  d e d u c t i b l e  i t e m s  w a s  e l i m i n a t e d ,  
a n d  s t e p s  w e r e  t a k e n  t o  p r o c e e d  w i t h  t a x  i n d e x a t i o n .  A  " t a x  u n i t "  e x p r e s s e d  i n  m i n i m u m  w a g e  u n i t s  
w a s  e s t a b l i s h e d  f o r  u s e  i n  d e t e r m i n i n g  t a x  p a y m e n t s ,  a n d  a  n e w  s c h e d u l e  f o r  t h e  t a x  o n  e a r n e d  i n c o m e  
w a s  i n s t i t u t e d .  F i n a l l y ,  t h e  g o v e r n m e n t  a p p r o v e d  t h e  a p p l i c a t i o n  o f  a  t y p e  o f  c a p i t a l  t a x  w h i c h  w a s  
r e f e r r e d  t o  a s  a  " m a n d a t o r y  l o a n " ;  r e v e n u e  f r o m  t h i s  t a x  w o u l d  b e  p a i d  i n t o  t h e  S o c ia l  E m e r g e n c y  
F u n d .
T h i s  F u n d  w o u l d  b e  u s e d  t o  h e l p  w o r k e r s  w h o  h a d  l o s t  t h e i r  j o b s  a s  a  r e s u l t  o f  t h e  e c o n o m i c  
c r i s i s  o r  o f  t h e  s t a f f  r a t i o n a l i z a t i o n  p l a n  t h a t  h a d  b e e n  a p p l i e d  t o  g o v e r n m e n t  s e r v i c e .  H o w e v e r ,  t h e  
F u n d  w o u l d  p a y  w h a t  w a s  c a l l e d  t h e  " r e l o c a t i o n  b e n e f i t "  o n ly  t o  f o r m e r  e m p l o y e e s  o f  t h e  c e n t r a l  
g o v e r n m e n t  t o  w h o m  t h e  G e n e r a l  L a b o u r  L a w  d id  n o t  a p p ly  a n d  w h o  h a d  b e e n  l a id  o f f  b e t w e e n  
D e c e m b e r  1 9 8 5  a n d  M a y  1 9 8 6 .
I n  t h e  m i d s t  o f  t h i s  m a j o r  e c o n o m i c  r e f o r m  p r o c e s s ,  t h e  p a r a l y z a t i o n  o f  t h e  I n t e r n a t i o n a l  T i n  
C o u n c i l  a n d  t h e  s u s p e n s i o n  o f  o p e r a t i o n s  o n  t h e  L o n d o n  M e t a l s  E x c h a n g e  c a u s e d  t h e  p r i c e  o f  t i n  t o  
p l u m m e t .  T h i s  e x a c e r b a t e d  B o l i v i a 's  a l r e a d y  c r i t i c a l  e c o n o m i c  s i t u a t i o n .
2 . T r e n d s  i n  e c o n o m i c  a c t i v i t y
a )  T o t a l  s u p p l y  a n d  d e m a n d
T h e  t o t a l  s u p p ly  o f  g o o d s  a n d  s e r v i c e s  s t a g n a t e d ,  b r i n g i n g  t h e  c u m u l a t i v e  d e c r e a s e  i n  t h e  s u p p ly  
s i n c e  1 9 8 0  t o  n e a r l y  1 7 % .
T h e  f a c t  t h a t  t h e  s u p p l y  s t a g n a t e d  r a t h e r  t h a n  d e c r e a s e d  w a s  w h o l l y  d u e  t o  t h e  i n c r e a s e  i n  
i m p o r t  v o l u m e  ( 1 2 % ) ,  i n a s m u c h  a s  t h e  g r o s s  d o m e s t i c  p r o d u c t  d e c l i n e d  f o r  t h e  f o u r t h  y e a r  r u n n i n g ,  
t h i s  t i m e  b y  s l i g h t l y  o v e r  1 .5 % , g i v i n g  a  c u m u l a t i v e  lo s s  o f  1 2 %  d u r i n g  t h e  1 9 8 2 - 1 9 8 5  p e r i o d  ( s e e  
t a b l e  2 ) .
T h e  1 .5 %  g r o w t h  o f  d o m e s t i c  d e m a n d ,  f o r  i t s  p a r t ,  r e v e r s e d  t h e  t r e n d  o f  t h e  t h r e e  p r e c e d i n g  
y e a r s ,  d u r i n g  w h i c h  t h e  c u m u l a t i v e  d r o p  i n  d e m a n d  w a s  o v e r  1 3 % .
I n v e s t m e n t  i n  f i x e d  c a p i t a l  s h o w e d  p r a c t i c a l l y  n o  g r o w t h ,  a f t e r  h a v i n g  d e t e r i o r a t e d  s t e a d i ly  
s in c e  1 9 7 9 -  T h e  i n v e s t m e n t  c o e f f i c i e n t  ( 1 2 % )  t h u s  h i t  o n e  o f  i t s  l o w e s t  p o i n t s  i n  t h e  p a s t  t w e n t y - f i v e  
y e a r s ,  e v e n  t h o u g h  i t  w a s  s l i g h t l y  h i g h e r  t h a n  i n  1 9 8 4 .
T h e  e x p a n s i o n  o f  p r i v a t e  c o n s u m p t i o n  f o r  t h e  s e c o n d  y e a r  i n  a  r o w  (b y  3 0 % )  w a s  a  c o n t r i b u t ­
i n g  f a c t o r  i n  t h e  2 . 5 %  g r o w t h  o f  t o t a l  c o n s u m p t i o n .  P u b l i c - s e c t o r  c o n s u m p t i o n  d e c r e a s e d  o n c e  a g a i n ,  
h o w e v e r ,  b r i n g i n g  t h e  c u m u l a t i v e  d r o p  f o r  t h e  p a s t  f o u r  y e a r s  t o  o v e r  7 %  ( s e e  t a b l e  2 ) .
F i n a l l y ,  t h e  v o l u m e  o f  e x p o r t s  o f  g o o d s  a n d  s e r v i c e s  s h r a n k  s t i l l  f u r t h e r  ( - 9 . 5 % ) ,  g i v i n g  a  
c u m u l a t i v e  d e c l i n e  s i n c e  1 9 8 0  b o r d e r i n g  o n  4 0 % .
b )  E v o l u t i o n  o f  t h e  m a i n  s e c t o r s
T h e  p r o d u c t i o n  o f  g o o d s  s h o w e d  a  d e c l i n e  f o r  t h e  f o u r t h  c o n s e c u t i v e  y e a r ;  i t  w a s  t h e r e f o r e  
a p p r o x i m a t e l y  o n e - f i f t h  l o w e r  t h a n  i t  h a d  b e e n  i n  1 9 8 1 .  I n  c o n t r a s t ,  a  s l i g h t  u p t u r n  w a s  o b s e r v e d  i n  
t h e  p r o d u c t  g e n e r a t e d  b y  b a s i c  a n d  o t h e r  s e r v i c e s  ( s e e  t a b l e  3 ) .
T h e  d e t e r i o r a t i o n  i n  t h e  p r o d u c t i o n  o f  g o o d s  h a d  a  r e l a t i v e l y  g r e a t e r  i m p a c t  o n  t h o s e  s e c t o r s  
w h i c h  d e p e n d e d  m o s t  o n  i m p o r t s .  T h e  s h o r t a g e  o f  f o r e i g n  e x c h a n g e  a n d ,  t o  a  l e s s e r  e x t e n t ,  
d i f f i c u l t i e s  i n  c o n n e c t i o n  w i t h  l a b o u r  r e l a t i o n s  a n d  t h e  c l i m a t e  o f  u n r e s t  s u r r o u n d i n g  t h e  e l e c t i o n s  
c o n t r i b u t e d  t o  t h e  1 2 %  a n d  9 %  d r o p s  i n  m i n i n g  a n d  m a n u f a c t u r i n g  o u t p u t ,  r e s p e c t i v e l y .
A g r i c u l t u r a l  p r o d u c t i o n  r o s e  3 %  f o l l o w i n g  t h e  s t r o n g  u p t u r n  o f  t h e  p r e c e d i n g  y e a r ,  b u t  i t  s t i l l  
d id  n o t  r e g a i n  i t s  1 9 8 2  le v e l s .  T h e  s l i g h t  u p w a r d  t r e n d  i n  c o n s t r u c t i o n  ( 2 . 5 % )  w a s  t h e  f i r s t  t o  b e  
o b s e r v e d  i n  t h i s  a c t i v i t y  s i n c e  1 9 7 8 .
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BOLIVIA
(A t  1 9 8 0  m a r k e t  p r i c e s )
Table 2
BOLIVIA: TOTAL SUPPLY AND DEMAND
I n d e x  1 9 8 0  =  1 0 0  P e r c e n t a g e  G r o w t h  r a t e s
b r e a k d o w n
1 9 8 2 1 9 8 3 1 9 8 4 1 9 8 5 ° 1 9 8 0 1 9 8 5 ° 1 9 8 2 1 9 8 3 1 9 8 4 19 8 5
Total supply 9 1 .8 8 7 .6 86.3 86.2 1 1 9 .0 1 1 5 .4 - 8 .0 - 4 .6 - 1 .5 -0.1
G r o s s  d o m e s t i c  p r o d u c t  
a t  m a r k e t  p r i c e s 9 7 .5 9 1 .0 9 0 .2 8 8 .7 1 0 0 .0 1 0 0 .0 - 2 .8 -6 .6 -0 .9 -1.7
I m p o r t s  o f  g o o d s  a n d  
s e r v ic e s 6 1 .1 6 8 .5 6 4 .4 7 2 .1 1 9 .0 1 5 .4 - 3 6 .4 1 2 .2
1
- 6 . 0 1 1 .9
Total demand 9 1 .8 8 7 .6 86.3 86.2 1 1 9 .0 1 1 5 .4 - 8 .0 - 4 .6 -1.5 -0.1
D o m e s t i c  d e m a n d 9 2 .7 8 8 .7 8 8 .2 8 9 6 9 8 .2 9 9 .2 - 8 .3 -4 .3 -0.6 1.6
G r o s s  d o m e s t i c  i n v e s t m e n t 8 3 .2 6 7 .3 6 3 .7 6 1 .3 1 4 .7 10.1 - 2 6 .4 -1 9 .1 -5.3 -3.8
G r o s s  f ix e d  i n v e s t m e n t 8 4 .9 8 0 .9 7 5 .0 7 4 .7 1 4 .2 1 2 .0 - 1 2 .9 -4 .7 -7.3 -0.4
C o n s t r u c t i o n 8 6 .8 8 2 .9 7 7 .4 7 9 -4 8 .8 7 .8 -2 .4 -4 .5 -6.7 2 .6
M a c h i n e r y 8 2 .0 7 7 .9 7 1 .4 6 7 .4 5 .5 4 .2 -2 6 .2 - 5 .0 -8.4 -5.5
T o t a l  c o n s u m p t i o n 9 4 .5 9 2 .6 9 2 .6 9 4 .7 8 3 .5 8 9 .1 -4 .6 - 2 .0 - 2 .3
G e n e r a l  g o v e r n m e n t 1 0 7 .4 1 0 4 .5 1 0 3 .6 1 0 1 .4 1 2 .9 1 4 .8 -1 .6 -2 .7 -0.9 -2.1
P r i v a t e 9 2 .1 9 0 .3 9 0 .5 9 3 .4 7 0 .6 7 4 .3 -5 .3 - 1 .9 0 .2 3.2
E x p o r t s  o f  g o o d s  a n d  
s e r v ic e s 8 6 .7 8 1 .6 7 6 .5 6 9 2 2 0 .8 1 6 .2 -6 .5 -5 .9 -6.2 -9.6
Source: ECLAC, on the basis of official figures weighted according to the 1980 current price structure.
"Preliminary figures. The figures for exports and imports of goods and services were taken from IMF balance-of-payments data
expressed in dollars at current prices, which were then converted to constant 1980 values based on price indexes calculated by ECLAC for that 
purpose. They do not include the adjustments made in national account series to reflect unrecorded transactions.
I n  t h e  a r e a  o f  b a s i c  s e r v i c e s ,  a n  i n c r e a s e  w a s  r e c o r d e d  i n  t h e  o u t p u t  o f  e l e c t r i c i t y ,  g a s  a n d  w a t e r ,  
b u t  i t  w a s  l e s s  t h a n  t h a t  r e c o r d e d  i n  1 9 8 4 ,  w h i l e  t r a n s p o r t ,  s t o r a g e  a n d  c o m m u n i c a t i o n s  c o m p l e t e d  
t h e i r  t h i r d  y e a r  o f  g r a d u a l  r e c o v e r y .
T h e  " o t h e r  s e r v i c e s "  c a t e g o r y  a l s o  i n c r e a s e d  i t s  p r o d u c t .  T h i s  w a s  p r i m a r i l y  d u e  t o  t h e  
e x p a n s i o n  o f  c o m m e r c e  a n d  f i n a n c i a l  a c t i v i t i e s ,  s i n c e  c o m m u n i t y  s e r v i c e s  d i m i n i s h e d .
i )  A g r i c u l t u r e .  A l m o s t  a l l  t h e  h a r v e s t s  s h o w e d  a n  i n c r e a s e ,  a n d  t h o s e  o f  r o o t  c r o p s ,  f r u i t s  a n d  
v e g e t a b l e s ,  s o m e  c e r e a l s  a n d  c e r t a i n  i n d u s t r i a l  c r o p s  c o n t i n u e d  t h e  r e c o v e r y  w h i c h  th e y  h a d  b e g u n  t o  
m a k e  t h e  y e a r  b e f o r e  ( s e e  t a b l e  4 ) .
T h e  b i g g e s t  i n c r e a s e s  w e r e  i n  c o t t o n ,  t o m a t o e s  a n d  p o t a t o e s .  I n  a d d i t i o n ,  a  l a r g e r  a m o u n t  o f  
l a n d  w a s  p u t  u n d e r  c u l t i v a t i o n ,  e s p e c i a l l y  i n  t h e  c a s e s  o f  r o o t  c r o p s ,  f r u i t s  a n d  v e g e t a b l e s  a n d  c o t t o n .  
G e n e r a l l y  s p e a k i n g ,  h o w e v e r ,  y i e l d s  w e r e  d o w n ,  s in c e  o u t p u t  i n c r e a s e d  le s s  t h a n  t h e  a m o u n t  o f  l a n d  
u n d e r  c u l t i v a t i o n  d i d  ( s e e  t a b l e  4 ) .
i i )  M i n i n g .  T h e  1 2 %  d r o p  i n  t h e  m i n i n g  p r o d u c t  b r o u g h t  t h e  c u m u l a t i v e  d e c r e a s e  f o r  t h e  p a s t  
f o u r  y e a r s  t o  n e a r l y  o n e - t h i r d ,  a n d  t h e  s e c t o r 's  s h a r e  i n  t h e  g r o s s  d o m e s t i c  p r o d u c t  t h u s  f e l l  t o  i ts  
l o w e s t  l e v e l  s i n c e  a t  l e a s t  1 9 7 0 ;  t h i s  w a s  p a r t l y  d u e  t o  t h e  d e t e r i o r a t i o n  i n  t h e  m e t a l  c o n t e n t  o f  t h e  
m i n e r a l s  i n  q u e s t i o n ,  t h e  f a i l u r e  t o  d i s c o v e r  n e w  v e i n s  o f  o r e ,  a n d  t h e  o b s o l e s c e n c e  o f  m i n i n g  
m a c h i n e r y  a n d  e q u i p m e n t .
T i n  p r o d u c t i o n ,  w h i c h  i s  o n e  o f  t h e  m o s t  i m p o r t a n t  a c t i v i t i e s  i n  t h e  B o l i v i a n  e c o n o m y ,  f e l l  
1 5 . 5 % ,  w h i c h  b r o u g h t  t h e  c u m u l a t i v e  d e c r e a s e  f o r  1 9 8 2 - 1 9 8 5  t o  n e a r l y  6 0 %  ( s e e  t a b l e  5 ) .  T i n  p r i c e s  
o n  i n t e r n a t i o n a l  m a r k e t s  w e r e  3 - 5 %  l o w e r  t h a n  t h e  y e a r  b e f o r e ,  b u t  t h i s  a v e r a g e  f i g u r e  d o e s  n o t  fu lly  
r e f l e c t  t h e  i m p a c t  o f  t h e  c r i s i s  w h i c h  b r o k e  o u t  d u r i n g  t h e  f i n a l  m o n t h s  o f  t h e  y e a r .
D u e  t o  a  c o m p l e x  s e t  o f  c i r c u m s t a n c e s ,  t h e  I n t e r n a t i o n a l  T i n  C o u n c i l  ( I T C )  c a l l e d  a  h a l t  t o  i t s  
o p e r a t i o n s  i n  O c t o b e r ,  a n d  t h e  p r i c e  o f  t i n  p l u n g e d  a p p r o x i m a t e l y  8 0 % .  T h i s  h u g e  d e c l i n e  l o w e r e d
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t h e  v a l u e  o f  t h e  e x p o r t s  m a d e  d u r i n g  t h e  l a s t  f e w  m o n t h s  o f  t h e  y e a r  a n d  h a d  a  s e v e r e  i m p a c t  o n  t h e  
o p e r a t i o n s  o f  m i n i n g  e n t e r p r i s e s .
B o l i v i a 's  t i n  m i n i n g  c o s t s  a r e  a m o n g  t h e  h i g h e s t  i n  t h e  w o r l d ,  a n d  o n ly  1 5 %  o f  t h e  t i n  m i n i n g  
c o m p a n i e s  i n  t h e  c o u n t r y  r e c o r d e d  a v e r a g e  c o s t s  t h a t  w e r e  l o w e r  t h a n  t h e  i n t e r n a t i o n a l  p r i c e  o f  t i n  
e v e n  b e f o r e  i t  p l u m m e t e d .  T h e  o u t b r e a k  o f  t h e  c r i s i s  a g g r a v a t e d  t h i s  s i t u a t i o n  t o  s u c h  a n  e x t e n t  t h a t  
t h e  v e r y  e c o n o m i c  f e a s i b i l i t y  o f  c o n t i n u i n g  t o  m i n e  f o r  t i n  w a s  c a l l e d  i n t o  q u e s t i o n .
E v e n  t h o u g h  t h e  i n t e r n a t i o n a l  p r i c e  o f  a n t i m o n y  w a s  u p  n e a r l y  7  % ,  t h e r e  w a s  a  f u r t h e r  d e c l i n e  
i n  t h e  a m o u n t  p r o d u c e d  ( - 4 % ) ,  t h u s  m a k i n g  t h e  c u m u l a t i v e  d e c r e a s e  a p p r o x i m a t e l y  5 0 %  o v e r  t h e  
p a s t  f o u r  y e a r s .
A n o t h e r  d r o p  ( 1 2 % )  i n  l e a d  p r o d u c t i o n  l o w e r e d  o u t p u t  l e v e l s  t o  h a l f  o f  w h a t  t h e y  w e r e  i n  1 9 8 2 . 
T h e  v e r y  s h a r p  d e c r e a s e  i n  g o l d  o u t p u t  ( - 5 5 % )  l o w e r e d  i t s  p r o d u c t i o n  l e v e l  t o  l e s s  t h a n  o n e - t h i r d  o f  
w h a t  i t  h a d  b e e n  i n  1 9 8 3 ,  a n d  t h i s  w a s  c o m p o u n d e d  b y  a  c u m u l a t i v e  d e t e r i o r a t i o n  o f  a p p r o x i m a t e l y  
2 5 %  i n  t h e  i n t e r n a t i o n a l  p r i c e  d u r i n g  t h e  s a m e  p e r i o d .
S in c e  2 1  %  l e s s  s i l v e r  w a s  p r o d u c e d  i n  1 9 8 5 ,  t h e  c u m u l a t i v e  d e c r e a s e  d u r i n g  t h e  p a s t  t w o  y e a r s  
c a m e  t o  o v e r  4 5 % .  T h e  p r i c e  o f  s i l v e r  w a s  2 5 %  l o w e r  t h a n  i n  1 9 8 4 ,  i n  w h i c h  y e a r  i t  h a d  a l r e a d y  
d r o p p e d  n e a r l y  3 0 % .
T a b le  3
B O L I V I A :  G R O S S  D O M E S T I C  P R O D U C T ,  B Y  B R A N C H E S  O F  
E C O N O M I C  A C T I V I T Y ,  A T  1980  M A R K E T  P R I C E S
In d ex  1980 =  100 P e rcen ta g e
b rea k d o w n
G ro w th  rates
1982 1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
G r o s s  d o m e s t ic  p r o d u c t 9 7 .5 9 1 .0 9 0 .2 8 8 .7 100 .0 100 .0 -2 .8 -6 .6 -0 .9 -1 .7
G o o d s 9 3 .9 8 2 .0 8 0 .5 77 .1 5 2 .4 4 5 .4 -2 .9 -1 2 .7 -1 .9 -4 .2
A g r icu ltu re ' 105.9 7 7 .7 92 .2 95.1 18.4 19.6 6 .9 -2 6 .6 18.8 3.1
M in in g 9 4 .5 9 3 .4 8 0 .6 71.1 15.8 12.6 -4 .9 -1 .2 -1 3 .8 -1 1 .8
M a n u fa ctu r in g 7 9 .9 7 4 .6 6 5 .9 6 0 .0 14.6 9.8 -1 3 .9 -6 .6 -1 1 .7 -9.1
C o n str u c tio n 8 7 .0 8 3 .0 77 .5 79 .5 3.7 3.3 -2 .4 -4 .5 -6 .6 2 .6
B a s ic  s e r v ic e s 107 .0 109.1 109 .9 11 0 .9 6 .6 8.3 -4 .6 1.9 0 .8 1.0
E lec tr ic ity , gas  and w ater  
T ra n sp o rt, s to ra g e
114 .6 114.2 115.7 116 .4 0.7 0.9 0.5 -0 .4 1.4 0 .6
and c o m m u n ic a tio n s 106.3 108.5 109.4 110.5 6 .0 7.4 -5.1 2.1 0 .8 1.0
O th e r  s e r v ic e s  
C o m m e r c e , restau ran ts
100.2 9 9 .8 9 9 .7 9 9 .9 3 9 .9 4 4 .7 -1 .2 -0 .4 -0 .1 0 .2
and h o te ls
F in a n c ia l in s t itu t io n s ,  
in su ra n ce , real e s ta te
102.7 9 8 .6 9 7 .6 9 9 .6 10.8 12.1 -5 .2 -4 .0 -1 .0 2.1
and b u s in ess  serv ices 9 6 .2 9 6 .7 9 7 .2 98.1 14.0 15.5 0 .8 0 .6 0.5 0 .9
O w n e r s h ip  o f  d w e llin g s  
C o m m u n ity , socia l and
9 9 .7 9 9 .9 9 9 .9 9 9 .9 8.2 9.3 0.3 0.2 0.1 0.1
p erso n a l serv ices 102.3 103.5 103.4 101.5 15.0 17.2 0.3 1.2 -0.1 -1 .8
G o v e r n m e n t  serv ices  
L ess: im p u ted  bank
104.5 107 .6 108.1 106.1 10.5 12.5 1.7 3.0 0.5 -1 .9
serv ice  ch a rg es 7 7 .8 7 8 .7 7 9 .5 81 .2 1.6 1.4 1.5 1.2 1.0 2.1
P lu s: im p o rt d u tie s 9 6 .3 9 5 .4 9 8 .3 103.2 2 .7 3.1 -1 5 .7 -0 .9 3.0 5.0
Source: liCI.AC, on the basis of official figures weighted according to the 1980 current price structure. Ouc to this weighting, the trends reflected 
here may not correspond exactly with those calculated by the Central Bank at constant prices.
"Preliminary figures. As the individual activities and the totals were calculated independently, the sum of the former does not correspond




BOLIVIA: INDICATORS OF CROP-FARMING PRODUCTION
G ro w th  rates
1982 1983 1984  1985"
1982 1983  1984  198 5 a
Production
(th o u sa n d s  o f  to n s)
Main crops 
Cereals
R ic e 8 6 .6 6 1 .7 193 .9 184.3 -1 4 .3 -2 8 .7 2 1 4 .2 -4 .9
M a ize  (h ard  and soft) 4 4 9 .6 337 .1 4 8 8 .8 5 5 3 .9 -1 0 .7 -2 5 .0 4 4 .9 13.3
Q u in o a 15.7 11.7 2 1 .1 2 1 .1 2 1 .0 -2 5 .8 80 .5 -
W h e a t 6 6 .0 4 0 .3 6 8 .4 6 7 .7 -0 .9 -3 8 .8 6 9 6 -1 .0
Roots and tubers
O ca 4 5 .2 18.9 2 9 .3 3 7 .8 -9 .3 -5 8 .0 5 4 .4 2 9 .0
P o ta to e s 9 0 0 .0 3 1 6 .4 6 6 3 .4 7 2 0 .7 3.8 -6 4 .8 1 0 9 6 8.6
UUUCU 19.6 5.7 12.5 14.1 1.9 -70 .6 117 .8 12.2
Fruits and vegetables
O n io n s 3 9 .7 18.4 28 .1 3 5 .3 7.2 -53 .5 52 .3 2 5 .7
P e a c h e s 3 0 .4 2 3 .9 2 4 .0 2 0 .7 -1 .3 -2 1 .4 0.5 -1 3 .7
B road  b ea n s 4 5 .0 14.8 4 7 .2 50.5 -16 .5 -6 7 .0 2 1 8 .7 7.0
T o m a to e s 3 2 .0 2 4 .2 16.5 2 8 .5 4 2 .8 -2 4 .2 -3 1 .8 7 2 .7
Industrial crops
C o tto n  fibre 3 .9  3.2  0 .9
Area under cultivation
(th o u sa n d s  o f  hectares'^)
1.7 -40 .1 -1 7 .4 -7 0 .8 87 .3
Main crops 
Cereals
R ic e 54 .2 4 3 .5 120 .8 119.7 -1 4 .3 -1 9 .7 177.3 -7 .5
M a iz e  (hard and soft) 2 8 5 .7 2 6 0 .8 3 2 1 .7 3 4 8 .9 -8 .7 -8 .7 2 3 .3 8.4
Q u in o a 2 4 .9 4 3 .0 4 5 .8 4 7 .9 8.2 7 2 .8 6.3 4 .6
W h e a t 9 6 .4 70 .5 8 8 .8 93 .1 0.5 -2 6 .8 2 5 .9 4 .8
Tubers and roots
O ca 13.2 7.2 11.9 14.5 -7 .0 -45 .5 6 5 .2 2 1 .5
P o ta to e s 159.3 108.1 142.5 198.2 -1 0 .0 -32 .1 3 1 .8 3 9 .0
U llu c u ) 5.0 3.5 4.5 4 .7 - -3 0 .6 2 9 .4 5.8
Fruits and vegetables
O n io n s 4 .6 3.5 4 .6 5.6 - -2 3 .4 3 1 .0 2 2 .0
P e a c h e s 6.3 6.3 6.5 5.6 - - 3.6 14.4
B road  b ean s 2 3 .0 12.5 31 .2 38 .5 -1 2 .2 -4 5 .3 148.0 2 3 .6
T o m a to e s 2.5 2.5 2.3 4 .2 8.7 - -8 .0 8 2 .6
Industrial crops
C o tto n  fibre 6.1 3.7 0 .8 3.8 -5 7 .5 -3 9 .3 -78.1 3 6 9 .2
Source: Central Bank of Bolivia, National Statistical Institute and Ministry of Peasant and Agricultural Affairs. 
"Preliminary figures.
Even though the gold which was produced was sold at the unofficial dollar rate , production 
continued to slide (-55% ) to scarcely one-third o f its 1983 level. In addition, the international price 
dropped 12% after having already decreased 13% the year before.
The only two m inerals whose output did not decline were zinc and copper. Zinc output showed 
a m inim al upturn  after having fallen 20%  in 1984, and its in ternational price decreased 16%. In the
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c a s e  o f  c o p p e r ,  n e i t h e r  o u t p u t  n o t  p r i c e s  s h o w e d  a n y  c h a n g e  i n  1 9 8 5 ,  a f t e r  t h e  a l m o s t  4 5 %  d r o p  i n  
o u t p u t  b e t w e e n  1 9 8 2  a n d  1 9 8 4 .
i i i )  H y d r o c a r b o n s .  D u r i n g  t h e  f i r s t  n i n e  m o n t h s  o f  t h e  y e a r ,  c r u d e  o i l  p r o d u c t i o n  d e c r e a s e d  
a l m o s t  3 %  w i t h  r e s p e c t  t o  t h e  s a m e  p e r i o d  i n  1 9 8 4 . S in c e  d e c l i n e s  h a d  a l s o  b e e n  r e c o r d e d  i n  t h e  t w o  
p r e c e d i n g  y e a r s ,  t h e  c u m u l a t i v e  d r o p  f o r  t h e  1 9 8 3 - 1 9 8 5  p e r i o d  w a s  a r o u n d  1 8 %  ( s e e  t a b l e  6 ) .
A t  t h e  s a m e  t i m e ,  d o m e s t i c  s a l e s  o f  a l l  f u e l s  f e l l  f o r  t h e  s e c o n d  c o n s e c u t i v e  y e a r .  W h i l e  g a s o l i n e  
c o n s u m p t i o n  s t a g n a t e d ,  p u r c h a s e s  o f  d i e s e l  o i l  w e r e  d o w n  a n d  t h o s e  o f  k e r o s e n e  a n d  f u e l  o i l  s h r a n k  
e v e n  m o r e .  T h e  d e p r e s s e d  le v e l  o f  e c o n o m i c  a c t iv i t y  a n d  t h e  s h a r p  r i s e  i n  fu e l  p r i c e s  c a u s e d  e n e r g y  
d e m a n d  f o r  i n d u s t r i a l  a n d  d o m e s t i c  u s e s  t o  s la c k e n .
T a b le  5
B O L I V I A :  I N D I C A T O R S  O F  M I N I N G  P R O D U C T I O N
T h o u sa n d s  o f  to n s  G ro w th  rates
1982 1983 1984 1985" 1982 1983 1984 1985"
Production of some 
important minerals
A n tim o n y 13.9 9 .9 9.2 8.8 -9 .1 -2 8 .7 -7 .0 -4 .3
C o p p er 2 .2 1.9 1.6 1.6 -1 5 .3 -1 3 .6 -1 5 .8 -
T in 2 6 .7 2 3 .7 18.5 15.6 -1 0 .1 -1 1 .2 -2 1 .9 -1 5 .6
S ilver* 173.7 191.2 141.8 111.9 -1 5 .3 10.1 -2 5 .8 -2 1 .0
L ead 12.4 12.1 7.4 6.5 -2 5 .7 -2 .4 -3 8 .8 -1 2 .1
T u n g s te n 3.2 3.0 2 .3 1.7 -5 .8 -6 .2 -2 3 .3 -2 6 .1
Z in c 4 5 .6 4 7 .1 37 .7 3 8 .2 -2 .9 3.3 -1 9 .9 1.3
G old ' 1 2 4 9 .0 1 58 2 .0 1 2 7 0 .0 5 7 5 .3 -39 .5 2 6 .6 -1 9 .7 -5 4 .7
O th er  m in era ls 8.0 4 .0 3.1 4 .6 -5 0 .0 -2 2 .5 4 8 .3
Source: National Association of Medium-Scale Miners. 
"Preliminary figures. Tons. kilogrammes.
T a b le  6
B O L I V I A :  H Y D R O C A R B O N  I N D U S T R Y  I N D I C A T O R S
T h o u sa n d s  o f  cub ic  m etre s  G ro w th  rates
1982 1983 1984 1985" 1982 1983 1984 1985"
Petroleum
P r o d u c t io n  o f  cru d e  p e tr o le u m 1 4 1 8 1 2 8 8 1 211 8 7 6 10.3 -9 .2 -5 .9 -2 .9
E x p o r ts  o f  cru d e  p e tr o le u m - 1 0 3 9 31 0 - - - -70 .2 -
R e f in in g  o f  p e tr o le u m
prod u cts 1 37 3 1 2 4 2 1 23 5 9 1 4 1.5 -9 .5 - -
D o m e s t ic  sa les  o f  sa m e  fu els
G a so lin e 4 6 4 4 5 3 4 3 4 3 2 9 0 .6 -2 .4 -4 .2 -
K e r o se n e 101 110 104 73 -3 .8 8.9 -5 .5 -8 .7
D ie s e l  o il 2 6 0 2 4 6 2 3 8 179 -1 3 .0 -5 .4 -3 .3 -2 .2
F u el o il 136 145 116 67 -1 2 .3 6 .6 -2 0 .0 -2 6 .4
N a tu r a l gas
P r o d u ctio n 5 3 2 0 5 04 1 4  905 3 4 8 9 7.1 -5 .2 -2 .7 -4 .7
E x p o r ts 2  2 9 7 2  2 2 7 2  2 1 0 2  2 1 6 4 .6 -3 .0 - 0.3
Source: Central Bank of Bolivia.
"Preliminary figures, for the period January- September. The rates of variation refer to the same period. Millions of cubic metres.
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A l t h o u g h  n a t u r a l  g a s  c o n t i n u e d  t o  b e  f a r  a n d  a w a y  t h e  c o u n t r y ' s  m a i n  e x p o r t  p r o d u c t ,  t h e  
v o l u m e  o f  t h i s  f u e l  w h i c h  w a s  p r o d u c e d  a l s o  d e c l i n e d  ( - 4 .5 % ) .  T h i s  s l u m p  b r o u g h t  t h e  c u m u l a t i v e  
d e c r e a s e  d u r i n g  t h e  p a s t  t h r e e  y e a r s  t o  n e a r l y  1 3 % .
I n  1 9 8 5 ,  t h e  g o v e r n m e n t 's  p o l i c y  o f  b r i n g i n g  p r i c e s  c l o s e r  t o  t h e i r  r e a l  l e v e l s  a l s o  h a d  a n  i m p a c t  
o n  f u e l s .  I n  F e b r u a r y ,  t h e  p r i c e  o f  a  l i t r e  o f  g a s o l i n e  w a s  i n c r e a s e d  b y  5 4 0 %  ( t h e  p r i c e s  o f  t h e  o t h e r  
f u e l s  r o s e  b y  s i m i l a r  a m o u n t s ) ,  a n d  t h i s  p u s h e d  i t  u p  t o  a  l e v e l  e q u i v a l e n t  t o  U S $  0 .2 5  a t  t h e  o f f ic ia l  
c h a n g e  r a t e .  A t  t h e  r a p i d l y  r i s i n g  p a r a l l e l  e x c h a n g e  r a t e ,  h o w e v e r ,  t h e  p r i c e  o f  g a s o l i n e  w e n t  d o w n  t o  
U S $  0 .0 9 .
I n  t h e  e n s u i n g  m o n t h s ,  t h e  g a p  b e t w e e n  t h e  t w o  e x c h a n g e  r a t e s  c o n t i n u e d  t o  w i d e n ;  t h i s  m a y  
h a v e  w o r k e d  a s  a n  i n c e n t i v e  t o  t h e  g r o w t h  o f  u n r e c o r d e d  s a l e s  o f  fu e l  t o  o t h e r  c o u n t r i e s .
U n d e r  t h e  s t a b i l i z a t i o n  p l a n  t h a t  w a s  a p p r o v e d  a t  t h e  e n d  o f  A u g u s t ,  f u e l  p r i c e s  s o a r e d  
( g a s o l i n e  p r i c e s  i n c r e a s e d  2  5 0 0 % ) .  T h e  m o s t  i m p o r t a n t  m e a s u r e  t h a t  w a s  a d o p t e d  i n  t h i s  c o n n e c ­
t i o n ,  h o w e v e r ,  w a s  a  p r o v i s i o n  s t i p u l a t i n g  t h a t  t h e  p r i c e  o f  g a s o l i n e  i n  n a t i o n a l  c u r r e n c y  w o u l d  
t h e r e a f t e r  b e  e q u i v a l e n t  t o  U S $  0 .3 0  p e r  l i t r e .  I n  a d d i t i o n  t o  k e e p i n g  t h e  d o m e s t i c  p r i c e  w i t h i n  a  
r a n g e  s i m i l a r  t o  t h a t  o f  o t h e r  c o u n t r i e s  ( a n d  t h e r e b y  d i s c o u r a g i n g  i l l i c i t  t r a d e  i n  t h i s  p r o d u c t ) ,  t h i s  
m e a s u r e  w a s  a n  a t t e m p t  t o  i m p r o v e  t h e  f i n a n c i a l  p o s i t i o n  o f  t h e  S t a t e  o i l  c o m p a n y ,  Y a c i m i e n t o s  
P e t r o l í f e r o s  F i s c a l e s  B o l i v i a n o s .  T h i s  e n t e r p r i s e  a l s o  u n d e r w e n t  a  m a j o r  a d m i n i s t r a t i v e  r e o r g a n i z a ­
t i o n ,  o n e  o f  w h o s e  c o m p o n e n t s  w a s  t h e  t r a n s f e r  o f  r e s p o n s i b i l i t y  f o r  d i s t r i b u t i n g  a n d  m a r k e t i n g  
p e t r o l e u m  a n d  p e t r o l e u m  p r o d u c t s  t o  t h e  p r i v a t e  s e c to r .
3 . The external sector
a) O v e r a ll  tr e n d s
T h e  c o n s t r a i n t s  a f f e c t i n g  t h e  e x t e r n a l  s e c t o r  i n  1 9 8 5  w e r e  m u c h  t h e  s a m e  a s  t h e y  h a v e  b e e n  
s in c e  t h e  b e g i n n i n g  o f  t h e  d e c a d e .  T h e  d r o p  i n  e x p o r t s ,  t h e  r e d u c t i o n  o f  e x t e r n a l  f i n a n c i n g ,  t h e  
m o u n t i n g  b u r d e n  o f  t h e  d e b t  s e r v i c e  a n d  t h e  w i d e l y - f l u c t u a t i n g  e x c h a n g e  r a t e  w e r e  o n c e  a g a i n  t h e  
m a i n  b o t t l e n e c k s  i n  t h i s  s e c t o r ,  a s  w e l l  a s  i n  t h e  r e s t  o f  t h e  e c o n o m y .
T h e  t r a d e  s u r p l u s  w e n t  d o w n  b y  o v e r  9 0 % .  A l t h o u g h  f a c t o r  s e r v i c e  p a y m e n t s  w e r e  l o w e r  t h a n  
i n  1 9 8 4 ,  t h e  d e f i c i t  o n  c u r r e n t  a c c o u n t  r o s e  n e a r l y  4 0 %  t o  U S $  3 2 5  m i l l i o n .
S in c e  t h e  in f l o w  o f  c a p i t a l  ( e s p e c i a l l y  l o n g - t e r m  c a p i t a l )  d i m i n i s h e d  a s  w e l l ,  B o l iv i a  r e m a i n e d  
u n a b l e  t o  s e r v i c e  i t s  e x t e r n a l  d e b t  a n d  a t  t h e  s a m e  t i m e  i m p o r t  t h e  m o s t  e s s e n t i a l  g o o d s .
C o n s e q u e n t l y ,  s e r v i c e  p a y m e n t s  o n  t h e  d e b t  o w e d  t o  p r i v a t e  c r e d i t o r s  r e m a i n e d  s u s p e n d e d .  
N o n e t h e l e s s ,  t h e  r a t i o  b e t w e e n  t h e  d e b t  s e r v i c e  a n d  e x p o r t s  o f  g o o d s  a n d  s e r v i c e s  c o n t i n u e d  t o  b e  
v e r y  h i g h .
F u r t h e r m o r e ,  s p e c u l a t i o n  p e r s i s t e d  b e c a u s e  o f  t h e  e c o n o m i c  a g e n t s '  d e s i r e  t o  p r o t e c t  t h e i r  
l i q u i d  a s s e t s  f r o m  e r o s i o n  b y  h y p e r i n f l a t i o n .  T h i s  t o o k  t h e  f o r m  o f  a  r u n a w a y  d e m a n d  f o r  d o l l a r s ,  a n d  
t h i s  c u r r e n c y  t h u s  b e c a m e  t h e  m a i n  m e d i u m  u s e d  f o r  h o a r d i n g  a n d  f o r  t u r n i n g  a  q u i c k  p r o f i t .
B o t h  t h e  o f f ic i a l  a n d  u n o f f i c i a l  e x c h a n g e  m a r k e t s  t h e r e f o r e  c a m e  u n d e r  g r e a t  p r e s s u r e .  B y  t h e  
e n d  o f  t h e  y e a r ,  t h e  t h r e e  m a j o r  d e v a l u a t i o n s  w h i c h  w e r e  d e c r e e d  o n e  a f t e r  a n o t h e r  h a d  p u s h e d  u p  t h e  
o f f ic i a l  r a t e  f o r  t h e  d o l l a r  t o  a  l e v e l  18 5  t i m e s  h i g h e r  t h a n  w h a t  i t  h a d  b e e n  a t  t h e  b e g i n n i n g  o f  t h e  
y e a r .  E v e n  s o ,  t h e  p a r a l l e l  e x c h a n g e  r a t e  w a s  u s u a l l y  f a r  h i g h e r  t h a n  t h e  o f f ic ia l  r a t e  ( i n  A u g u s t  i t  w a s  
1 4 .5  t i m e s  g r e a t e r ) ,  a n d  i t  w a s  n o t  u n t i l  t h e  f i n a l  q u a r t e r ,  a f t e r  i m p l e m e n t a t i o n  o f  t h e  s t a b i l i z a t i o n  
p l a n  h a d  b e g u n ,  t h a t  t h i s  d i f f e r e n t i a l  w a s  r e d u c e d  s u b s t a n t i a l l y ,  t o  s u c h  a  p o i n t  t h a t  o c c a s io n a l ly  t h e  
p a r a l l e l  r a t e  w a s  l o w e r  t h a n  t h e  o f f ic i a l  r a t e .
b) F o r e ig n  tra d e
i )  E x p o r t s  o f  g o o d s .  T h e  v a l u e  o f  m e r c h a n d i s e  e x p o r t s  s l u m p e d  1 4 % ,  g i v i n g  a  c u m u l a t i v e  
d e c r e a s e  o f  a p p r o x i m a t e l y  4 0 %  s i n c e  1 9 8 1  ( s e e  t a b l e  7 ) .
U n l i k e  w h a t  h a d  o c c u r r e d  d u r i n g  t h e  t h r e e  p r e c e d i n g  y e a r s ,  t h e  d e c r e a s e  i n  t h e  v a l u e  o f  
m e r c h a n d i s e  e x p o r t s  w a s  w h o l l y  d u e  t o  a  d r o p  i n  t h e i r  v o l u m e  o f  s o m e w h a t  m o r e  t h a n  1 4 % .  T h i s  
d e c l i n e  w a s  o n e  o f  a n  u n b r o k e n  l i n e  o f  d e c r e a s e s  s in c e  1 9 8 0 ,  a n d  t h e  c u m u l a t i v e  lo s s  s in c e  t h a t  y e a r  
t h u s  t o t a l l e d  o v e r  4 2 % .
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T h e  u p t u r n  o f  a l m o s t  1 %  i n  t h e  u n i t  v a l u e  o f  e x p o r t s  o f f s e t  t h e  s m a l l  d e c r e a s e  r e c o r d e d  i n  1 9 8 4 . 
N o n e t h e l e s s ,  t h e  d o w n w a r d  t r e n d  s e e n  i n  u n i t  v a l u e s  s in c e  1 9 8 2  c o n t i n u e d  t o  p r o v i d e  a  c o n t r a s t  w i t h  
t h e  u p w a r d  t r e n d  s e e n  d u r i n g  t h e  s e c o n d  h a l f  o f  t h e  1 9 7 0 s .
T h e  s l u m p  i n  e x p o r t s  w a s  n o t  o n ly  s i g n i f i c a n t  b u t  w i d e s p r e a d  a s  w e l l  ( s e e  t a b l e  8 ) .  E x t e r n a l  
s a le s  o f  n a t u r a l  g a s  ( w h i c h  a c c o u n t e d  f o r  m o r e  t h a n  h a l f  o f  a l l  r e c o r d e d  e x p o r t s )  s h o w e d  a l m o s t  n o  
g r o w t h  f o r  t h e  s e c o n d  y e a r  i n  a  r o w .  T h i s  w a s  d u e  t o  t h e  f a c t  t h a t  o u t p u t  s c a r c e ly  r o s e  a t  a l l ,  e v e n  
t h o u g h  t h e  p r i c e  o f  n a t u r a l  g a s  r o s e  1 6 % .
E x p o r t s  o f  m e t a l l i c  t i n  ( w h i c h  a c c o u n t e d  f o r  o n e - f i f t h  o f  t h e  t o t a l )  d r o p p e d  n e a r l y  3 0 %  d u e  t o  a  
6 . 5 %  d e c r e a s e  i n  t h e  u n i t  v a l u e  a n d  a  2 5 %  d e c l i n e  i n  v o l u m e  ( s e e  t a b l e  9 ) .  T h i s  b r o u g h t  t h e  o v e r a l l  
d e c r e a s e  d u r i n g  t h e  1 9 8 2 - 1 9 8 5  p e r i o d  t o  a l m o s t  6 0 % ,  d e s p i t e  t h e  u p t u r n  s e e n  i n  t i n  e x p o r t s  i n  1 9 8 4 . 
T h e  p r i c e  o f  t i n  o n  t h e  L o n d o n  e x c h a n g e  c o n t i n u e d  t o  d r o p  i n  n o m i n a l  t e r m s  ( - 3 .6 % )  ( s e e  t a b l e  1 0 ) .
S a le s  o f  t i n  c o n c e n t r a t e s  ( t h e  c o u n t r y ' s  t h i r d  l a r g e s t  e x p o r t  p r o d u c t ,  r e p r e s e n t i n g  8 %  o f  t h e  
t o t a l )  f e l l  7 %  d u e  t o  d e c r e a s e s  i n  b o t h  t h e  u n i t  v a l u e  ( - 2 .5 % )  a n d  t h e  v o l u m e  ( - 4 % ) .
T h e  t r e n d s  i n  B o l i v i a 's  o t h e r  t r a d i t i o n a l  e x p o r t s  w e r e  j u s t  a s  u n f a v o u r a b l e  a s  t h e y  h a d  b e e n  i n  
p r e c e d i n g  y e a r s .
N o n - t r a d i t i o n a l  e x p o r t s  m a d e  a  s t r o n g  r e c o v e r y  ( 2 1 % ) ,  b u t  t h i s  w a s  n o t  e n o u g h  t o  o f f s e t  t h e  
d e c r e a s e s  r e c o r d e d  i n  p r e v i o u s  y e a r s .  T h e i r  l e v e l  w a s  t h e r e f o r e  n o t  e v e n  o n e - h a l f  o f  w h a t  i t  h a d  b e e n  
i n  1 9 8 2 .
i i )  I m p o r t s  o f  g o o d s .  T h e  v a l u e  o f  m e r c h a n d i s e  i m p o r t s  r o s e  s o m e w h a t  m o r e  t h a n  1 2 % ;  t h i s  
w a s  e n t i r e l y  d u e  t o  a n  i n c r e a s e  o f  o v e r  1 6 %  i n  t h e  v o l u m e ,  s i n c e  t h e i r  u n i t  v a l u e  f e l l  3 . 5 %  ( s e e  
t a b l e  7 ) .
I n  1 9 8 5  t h e  v o l u m e  o f  i m p o r t s  w a s  t h e  h i g h e s t  i t  h a d  b e e n  i n  t h e  1 9 8 2 - 1 9 8 5  p e r i o d ,  b u t  i t  w a s  
n o n e t h e l e s s  o n ly  t h e  s a m e  a s  i n  1 9 7 4 ;  t h i s  p r o v i d e s  a n  i n d i c a t i o n  o f  t h e  s c o p e  o f  t h e  e c o n o m i c  
a d j u s t m e n t  p r o c e s s  w h i c h  h a s  b e e n  c a r r i e d  o u t .
T a b le  7
B O L I V I A :  M A I N  F O R E I G N  T R A D E  I N D I C A T O R S
1979 1980 1981 1982 1983 1984 1985"
E x p o r ts  o f  g o o d s  
V a lu e 2 1 .4
G r o w th i rates  
2 3 .6  -3 .5 -9 .0 -8 .8 -4 .1 -1 3 .9
V o lu m e 10.7 -3 .6 -6 .3 -6.1 -8.1 -3 .7 -1 4 .5
U n it  va lu e 9.7 2 8 .2 3.0 -3.1 -0 .7 -0 .4 0 .7
I m p o r ts  o f  g o o d s  
V a lu e 12.6 -16 .5 -3 7 .0 10.4 -1 2 .8 12.2
V o lu m e 14.6 -2 9 .7 -7 .6 -3 5 .2 16.0 -7 .6 16.3
U n it  va lu e -1 .7 18.8 8.2 -2 .7 -4 .8 -5 .6 -3 .5
T e r m s  o f  trad e  (g o o d s ) 11.7 7 .8 -4 .8 -0 .4 4 .3 5.5 4 .4
V o lu m e  o f  ex p o r ts 103.7
I n d e x e s  (1 9 8 0  =  100) 
100 .0  9 3 .7 8 8 .0 8 0 .9 7 7 .9 6 6 .6
T e r m s  o f  trade 9 2 .7 100.0 9 5 .2 9 4 .8 9 8 .9 104.3 108.9
P u rc h a s in g  p o w e r  o f  
e x p o r ts  o f  g o o d s 9 4 .8 100.0 8 9 .0 82.5 7 8 .4 7 7 .8 69 .1
P u rc h a s in g  p o w e r  o f  
ex p o r ts  o f  g o o d  and  
ser v ic e s 95 .5 100 .0 89 .3 8 0 .4 7 7 .4 7 4 .2 6 6 .9





BOLIVIA: EXPORTS OF GOODS ,CIF
M illio n s  c > f  d o llars  P e rcen ta g e  
b r ea k d o w n
G r o w th  rates
1982 1983 1984 1985° 1975 1985° 1982 1983 1984 1985°
Total 898 8 1 8 78 2 67 3 100.0 100.0 -9 .7 -8 .9 - 4 .4 -1 3 .9
Main traditional 
exports 818 76 7 75 3 6 3 8 8 8 .0 9 4 .8 -9 .3 -6 .2 -1 .8 -1 5 .3
M eta llic  tin 2 3 7 175 191 134 9 .8 19.9 -1 0 .9 -2 6 .2 9.2 -2 9 .8
T in  co n c en tr a te 41 32 57 53 2 3 .0 7.8 -4 6 .7 -2 1 .9 78.1 -7 .0
S ilv er 37 58 21 10 5.5 1.5 -4 8 .6 56 .7 -6 3 .8 -5 2 .4
Z in c 38 33 37 2 9 7.7 4 .3 -5 .0 -1 3 .2 12.1 -2 1 .6
T u n g s te n 34 2 0 19 10 4 .2 1.5 -2 0 .9 -41 .2 -5 .0 -4 7 .4
A n tim o n y 18 16 23 16 3.3 2 .4 -4 7 .0 -11.1 4 3 .7 -3 0 .4
O th er  m in era ls 14 12 16 11 4 .8 1.6 -4 1 .6 -1 4 .3 3 3 .3 -3 1 .3
N a tu r a l gas 3 82 3 7 8 37 6 37 3 8.0 55.4 13.3 -1 .0 -
O th er  h yd rocarb on s 17 4 2 13 2 2 1 .7 - 7 0 .0 147.0 -6 9 .0 -8 4 .6
Main non-traditional 
exports 80 50 2 9 35 12.0 5.2 -1 3 .9 -3 7 .5 -4 2 .0 2 0 .7
Su gar 8 12 7 2 3.3 - 3 3 .3 50 .0 -4 1 .6 -7 1 .4
C offee 16 13 7 14 1.3 2.1 - -1 8 .7 -4 6 .2 100.0
W o o d 12 8 6 6 2.1 - -3 3 .3 -3 3 .3 -2 5 .0 -
H an d icra fts 1 - - - - -8 0 .0 -
O th er 4 3 17 9 13 5.3 1.9 -1 0 .4 -60 .5 -4 7 .0 4 4 .4
Source: Central Bank of Bolivia. 
"Preliminary figures.
Table 9
BOLIVIA: EXPORT VOLUMES OF MAIN PRODUCTS
T h o u sa n d s  ; o f  to n s G r o w th  rates
1982 1983 1984 1985° 1982 1983 1984 1985°
M eta llic  t in 18.6 13.5 15.6 11.7 -2 7 .4 15.5 -2 5 .0
T in  co n c en tr a te 3.2 2 .5 4 .6 4 .4 -4 1 .8 -2 1 .8 84 .0 -4 .3
S ilv er 151.0 158.0 80 .0 51 .0 -2 5 .9 4 .6 -4 9 .4 -3 6 .2
Z in c 4 4 .5 4 1 .3 3 6 .8 3 3 .9 - -7 .2 -1 0 .9 -7 .8
T u n g s te n 3.2 2.5 2 .4 1.6 6 .6 -2 .2 -4 .0 -3 3 .3
A n tim o n y 10.8 12.9 10.8 7.7 -3 8 .9 19.4 -1 6 .3 -2 8 .7
O th er  m in era ls 2 6 .8 2 2 .4 11.1 7.1 -2 6 .4 -1 6 .4 -5 0 .4 -3 6 .0
N a tu r a l g a s ' 2  2 9 7 .0 2  22 7 .1 2  2 1 0 .3 2  2 1 6 .1 4 .6 -3 .0 - 0.3
Source: Central Bank of Bolivia.
"Preliminary figures. Metric tons fine. 'Millions of cubic metres.
I n
I m p o r t s  o f  c o n s u m e r  g o o d s  s h o w e d  t h e  l a r g e s t  i n c r e a s e  ( 4 3 . 5 % ) .  W i t h i n  t h i s  c a t e g o r y ,  t h e  
s h a r p  e x p a n s i o n  i n  c o n s u m e r  d u r a b l e s  ( 6 0 % ) ,  w h e n  a d d e d  t o  t h e  g r o w t h  s e e n  i n  1 9 8 4 ,  m a d e  u p  f o r  
t h e  h u g e  d e c r e a s e s  r e c o r d e d  i n  1 9 8 2  a n d  1 9 8 3 -  A l t h o u g h  i m p o r t s  o f  n o n - d u r a b l e s  a l s o  r o s e  s u b s t a n ­
t i a l l y ,  t h i s  w a s  n o t  e n o u g h  t o  o f f s e t  t h e  s h a r p  d e c r e a s e s  w h i c h  h a d  o c c u r r e d  d u r i n g  t h e  p r e c e d i n g  
t h r e e  y e a r s  ( s e e  t a b l e  1 1 ) .
E x t e r n a l  p u r c h a s e s  o f  r a w  m a t e r i a l s  a n d  i n t e r m e d i a t e  g o o d s  a n d  i m p o r t s  o f  c a p i t a l  g o o d s  
e x p a n d e d  6 %  a n d  7 .5  % ,  r e s p e c t i v e l y ,  b u t  i n  t h i s  c a s e  t o o  t h e  i n c r e a s e s  w e r e  n o t  e n o u g h  t o  o f f s e t  t h e  
d e c l i n e s  o f  p r e c e d i n g  y e a r s .  T h i s  w a s  t r u e  o f  a l l  t h e  c o m p o n e n t  i t e m s  i n  t h e s e  t w o  g r o u p s ,  w i t h  t h e  
e x c e p t i o n  o f  i m p o r t s  o f  c a p i t a l  g o o d s  f o r  a g r i c u l t u r e ,  w h i c h  g r e w  f o r  t h e  t h i r d  y e a r  i n  a  r o w  ( s e e  
t a b l e  11)'.
i i i )  T h e  t e r m s  o f  t r a d e .  T h e  t e r m s  o f  t r a d e  i m p r o v e d  f o r  t h e  t h i r d  c o n s e c u t i v e  y e a r ,  a l t h o u g h  
t h e  i n c r e a s e  o f  n e a r l y  4 . 5 %  r e c o r d e d  i n  1 9 8 5  w a s  s o m e w h a t  l o w e r  t h a n  t h e  f i g u r e  f o r  1 9 8 4 .  T h e  
p u r c h a s i n g  p o w e r  o f  m e r c h a n d i s e  e x p o r t s  d i m i n i s h e d  1 1 % ,  h o w e v e r ,  t h e r e b y  c a n c e l l i n g  o u t  a  l a r g e  
p a r t  o f  t h e  u p t u r n  o b s e r v e d  i n  1 9 8 4 . S in c e  t h e r e  w a s  a n  i m p r o v e m e n t  i n  t h e  t e r m s  o f  t r a d e ,  t h a t  
d e c r e a s e  w a s  w h o l l y  d u e  t o  t h e  d r o p  i n  e x p o r t  v o l u m e s  ( - 1 5 % )  ( s e e  t a b l e  8 ) .
c )  T h e  b a l a n c e  o f  p a y m e n t s
T h e  d e f i c i t  o n  t h e  b a l a n c e - o f - p a y m e n t s  c u r r e n t  a c c o u n t  a m o u n t e d  t o  U S $  3 2 5  m i l l i o n  i n  1 9 8 5 ,  
w h i c h  w a s  a n  i n c r e a s e  o f  3 6 %  o v e r  1 9 8 4  ( s e e  t a b l e  1 2 ) .  T h i s  w a s  p r i m a r i l y  a  r e s u l t  o f  t h e  c o n s i d e r a b l e  
d e c r e a s e  i n  t h e  m e r c h a n d i s e  t r a d e  s u r p l u s ,  s i n c e  t h e  t r a d e  d e f i c i t  o n  r e a l  s e r v i c e s  i n c r e a s e d  o n ly  
m i n i m a l l y  a n d  f a c t o r  s e r v i c e  p a y m e n t s  w e r e  s u b s t a n t i a l l y  lo w e r .
T h e  m e r c h a n d i s e  t r a d e  s u r p l u s  ( a p p r o x i m a t e l y  U S $  1 6 0  m i l l i o n )  w a s  a l m o s t  5 0 %  l o w e r  t h a n  
i n  1 9 8 4 . T h e  v a l u e  o f  e x p o r t s  o f  g o o d s  f e l l  b y  U S $  1 0 0  m i l l i o n  t o  a  l e v e l  s i m i l a r  t o  t h a t  o f  1 9 7 8 ,  w h i l e  
i m p o r t s  r o s e  s l i g h t l y  m o r e  t h a n  U S $  5 0  m i l l i o n ;  t h e y  t h u s  f o l l o w e d  m u c h  t h e  s a m e  t r e n d  a s  i n  e a r l i e r  
y e a r s ,  b u t  w e r e  s t i l l  f a r  f r o m  r e a c h i n g  t h e  l e v e l s  a c h i e v e d  i n  t h e  l a t e  1 9 7 0 s .
T h e  t r a d e  d e f i c i t  o n  r e a l  s e r v i c e s  w a s  u p  s l i g h t l y  ( U S $  7  m i l l l i o n )  d u e  t o  t h e  f a c t  t h a t  b o t h  
i n c o m e  a n d  p a y m e n t s  r o s e  b y  v e r y  s i m i l a r  p e r c e n t a g e s .
N e t  p a y m e n t s  o f  p r o f i t s  a n d  i n t e r e s t  d r o p p e d  b y  s o m e w h a t  m o r e  t h a n  U S $  7 0  m i l l i o n ,  m a i n l y  
b e c a u s e  o f  t h e  d e c r e a s e  i n  n e t  i n t e r e s t  p a y m e n t s .  I n c o m e  u n d e r  t h i s  h e a d i n g  e x p a n d e d  b y  U S $  8  
m i l l i o n ,  w h i l e  t h e  a m o u n t  o f  i n t e r e s t  p a i d  o u t  d r o p p e d  b y  a r o u n d  U S $  6 0  m i l l i o n  ( s e e  t a b l e  1 2 ) .
T a b le  10
B O L I V I A :  A V E R A G E  P R I C E  O F  T I N  O N  T H E  
L O N D O N  M E T A L  E X C H A N G E
( D o l la r s  p e r  p o u n d )
N o m in a l
p rice
(1 )
P r ice  in d ex e s  (1 9 8 0  =  100)
R ea l p r ice  
(1 9 7 0  d o lla rs)
U n ite d  S ta tes  
w h o le s a le  
p r ice s
(2)
U n it  v a lu e  o f
B o liv ia n  im p o rts
o f  g o o d s  and  
ser v ice s
(3 )
( 1 /2 ) ( 1 /3 )
1979 7 .0 8 7 .6 8 5 .8 8.1 8.2
1980 7 .6 100.0 100.0 7 .6 7.6
1981 6 .4 109.1 108.7 5.8 5.8
1982 5.8 111 .3 108.8 5.2 5.3
1983 5.9 112.7 106.2 5.2 5.5
1984 5.5 115.4 101.2 4 .7 5.4
1985 5.3 114.9 95 .5 4 .6 5.5




BOLIVIA: IMPORT OF GOOD, O F
M illio n s  o f d o lla rs
b reak d o w n
G ro w th ra te s
1982 1983 1984 1985" 1975 1985" 1982 1983 1984 1985"
Total 577 588 487 550 100.0 100.0 -4 2 .8 1.9 -17 .2 12.9
Consumer goods 96 65 92 132 22 .9 24 .0 -5 8 .9 -3 2 .3 41 .5 43 .5
Durable 39 19 50 80 10.7 14.5 -66 .9 -51.3 163.2 60.0
Non-durable 57 46 42 52 12.2 95 -50 .8 -19 .3 -8 .7 23.8
Raw materials and
intermediate goods 248 282 203 215 40 .0 39 .0 -27 .5 13.7 -2 8 .0 5.9
Fuels 9 4 2 2 12 - -35 .7 -55.5 -5 0 .0 -
For agriculture 7 11 17 14 3.7 2.5 -53.3 57.1 54.5 -17.6
For industry 197 224 152 166 30 .6 30.2 -25.4 13.7 -32.1 9.2
Construction materials 35 43 32 33 4.5 (5.2 -28 .6 22.8 -25.6 3.1
Capital goods 199 222 184 198 35.5 36.0 -4 0 .4 11.5 -17 .1 7.6
For agriculture 5 7 13 14 1.2 2.5 -75 .0 40 .0 85.7 7.7
For industry 139 156 103 110 16.6 20.0 -28 .7 12.2 -33 .9 6.8
Transport equipment 55 59 68 74 17.7 13.5 -53.8 7.3 15.3 8.8
Other (including
unregistered imports) 34 19 8 5 1.6 1.0 -66.0 -44.1 -57.9 -37.5
Source: Central Bank of Bolivia. 
"Preliminary figures.
A surplus of about US$ 340 million (26% less than in 1984) was recorded on the capital 
account. Long-term movements reflected an outflow of nearly US$ 240 million. The size of this 
outflow was greater than at any time since 1971 and was associated with the trend in net long-term 
loans. Whereas Bolivia had received US$ 155 million in net terms in 1984, it had to payout nearly 
US$ 250 million the following year. This was due to the sharp reduction in the loans received by the 
official sector and to the fact that loan amortization payments were more than three times higher 
than the level of new loans received.
In contrast short-term capital movements yielded a surplus of US$ 375 million. Almost all of 
this income (97%), however, corresponded to refinanced and overdue debts notpaidat the time they 
reached maturity.
As a result of these changes, the international reserves rose by nearly US$ 30 million in 1985.
d) The e x te rn a l d e b t
In an effort to mitigate the severe constraints stemming from Bolivia's high level of indebted­
ness, during 1985 the authorities held to the decision they had taken the year before to service only 
those debts that had been incurred with multilateral agencies and with the governments of some 
countries.
New medium- and long-term loans obtained by the public sector amounted to US$ 110 million; 
this increased the total amount of medium- and long-term external public debt by 16%, to nearly 
US$ 3 280 million (see table 13).
The service on the public debt totalled US$ 250 million, which was 20% less than in 1984. 
Payments of principal expanded 30% to US$ 160 million, but interest payments, were less than 
one-half their former level.
The total medium- and long-term external public debt was thus 4.5 times the value of the 
country's exports of goods and services. The service on this debt was equivalent to slightly over
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Table 12
BOLIVIA: BALANCE OF PAYMENTS
( M il l io n s  o f  d o l l a r s )
1979 1980 1981 1982 1983 1984 1985°
B a la n c e  o n  c u r re n t a c c o u n t -3 9 9 -1 6 6 -3 1 2 -1 2 1 -2 1 6 -2 3 8 -3 2 5
T rad e ba lan ce -2 2 6 90 17 2 7 9 165 170 12
E x p o r ts  o f  g o o d s  and serv ice s 855 1 04 3 1 01 2 9 1 3 8 5 8 81 8 72 2
G o o d s  F O B 7 62 9 4 2 9 0 9 8 2 8 75 5 7 2 4 6 2 4
R ea l ser v ice s 93 101 103 85 103 93 98
T ra n sp o rt and in su ran ce 2 9 32 34 2 7 35 35 38
T rave l 37 4 0 3 6 30 4 2 32 30
Im p o r ts  o f  g o o d s  and serv ice s 1 081 9 53 9 9 4 63 3 69 3 6 4 8 7 1 0
G o o d s  F O B 815 6 8 0 6 8 0 4 2 9 4 7 3 4 1 2 4 6 3
R ea l serv ice s 2 6 6 2 7 3 31 4 2 0 4 2 2 0 23 5 2 4 7
T ra n sp o rt and in su ran ce 177 168 196 101 128 121 149
T ravel 45 52 50 4 0 2 0 30 30
F actor  ser v ice s -1 8 3 -2 6 4 -3 4 3 -4 1 8 -421 -4 3 6 -3 6 3
P ro fits -2 8 -1 9 -2 9 -24 -5 9 -3 6 -35
I n te r e s t  rece ived 2 14 15 7 2 2 18 2 6
I n te r e s t  paid -1 5 3 -2 5 6 -325 -3 9 7 -381 -415 -3 5 3
O th er -3 -3 -3 -3 -2 -2 -
P r iv a te  u n req u ited  tran sfers 11 8 13 17 4 0 2 8 2 6
B a la n c e  o n  c a p ita l a c c o u n t 4 1 7 19 3 1 9 152 2 3 2 4 6 5 34 3
O fficia l u n req u ited  tran sfers 41 4 8 2 6 2 8 6 6 60 54
L o n g -ter m  cap ita l 2 5 7 2 5 2 4 7 3 182 6 1 161 -2 3 7
D ir ec t  in v e s tm e n t  (n e t ) 18 41 60 37 1 7 10
P o r tfo lio  in v e s tm e n t  (n e t ) - -3 - - -
O th er  lo n g - te r m  cap ita l 2 4 0 2 1 3 4 1 3 145 60 154 -2 4 7
O fficia l sec tor ' 89 2 6 4 3 1 0 2 5 4 64 351 -2 0 3
L o a n s rece ived 149 33 4 3 2 8 491 39 3 7 3 7 9 7
A m o r t iz a t io n  p a y m en ts -57 -5 6 -53 - 6 6 -3 2 4 -3 7 9 -3 0 0
C o m m erc ia l b an k s' 77 -24 2 6 -44 - -3 8 -9
L o a n s rece ived 87 13 10 9 3 9 11 1
A m o r tiz a t io n  p a y m en ts -1 0 -21 -6 -2 0 -3 9 -4 9 -9
O th er  sectors' 74 -2 6 77 -65 -4 -1 5 9 -35
L o a n s rece ived 151 9 4 9 6 6 6 154 43 8
A m o r tiz a t io n  p a y m en ts -77 -9 0 -55 -37 -1 5 7 -2 0 2 -43
S h o r t-te r m  cap ita l (n e t ) 147 -2 0 148 -7 18 2 5 0 3 7 6
O fficia l sector 192 -2 9 2 0 0 119 148 6 6 365°'
C o m m erc ia l ban ks -11 -19 6 2 0 -32 -4 -12
O th er  sec to rs -34 2 8 -5 8 -145 -9 8 188 23
E rrors and o m is s io n s  (n e t ) -2 8 -2 6 0 -3 2 9 -51 81 -7 150
G lo b a l b a la n ce ' 19 -1 4 7 6 31 16 2 2 6 18
T ota l e x c h a n g e  in  reserv es  
( -  s ig n  in d ica tes  an in c r e a se ) -24 146 -23 -3 8 1 -2 5 6 -2 8
M o n eta ry  g o ld -2 -2 -3 -2 -1 -1 -
S p ec ia l D r a w in g  R ig h ts 18 - - - - - -1
IM F  r eserv e  p o s it io n 12 - - - - - -
F o r e ig n  e x c h a n g e  a sse ts -3 9 72 6 -5 6 19 -1 1 6 31
O th er  a sse ts -14 6 -17 5 -20 -114 -4 6
U s e  m ad e o f  IM F  cred it - 61 -9 15 3 -25 -12
Source: 1979-198-1: International Monetary Fund, Balance o f  Paymentf Yearbook, March 1986; 1985: liCLAC, on the basis of official data.
"Preliminary figures. Real services also include other official and private transactions, but not factor services. ' in addition to loans
received and amortization payments made, this entry includes net loans granted and other assets and liabilities. J Includes special 
financing (refinanced and deferred debts in the amount of USS 215 million and debts in arrears in the amount of USS 111 million) and liabilities 
representing USS 5 million in reserves of foreign authorities. 'The global balance is the sum of the current account balance plus the 
balance on capital account. The difference between total variation in reserves (of opposite sign) and the global balance represents counterpart 




BOLIVIA: INDICATORS OF EXTERNAL INDEBTEDNESS
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985"
Total disbursed external debt 1 132
M illions o f dollars
1 478 1 822 2 036 2 340 2 622 2 502 3 156 3 165
Disbursed medium- and 
long-term external 
public debt 1 107 1 458 1 762 1 941 2 248 2 542 2 373 2 780 2 825 3 277
Disbursements in each year 295 439 541 323 430 354 187 86 158 109
Long-term non-guaranteed 
private debt 25 20 60 95 92 80 129 376 340
Service on the medium- and 
long-term  public debt 112 161 355 262 281 279 246 262 304 248
Am ortization payments 72 101 271 144 122 103 96 95 122 159
Interest payments 40 60 84 118 159 176 150 167 182 89
Total disbursed external debt/ 
exports o f  goods and services
M ain ind icators (percentages) 
181.1 212.0 258.4 238.2 224.4 259.1 274.0 367.8 386.9
Total disbursed public external 
debt/exports o f  goods and 
services 177.7 209.8 250.6 227.0 215.5 251.2 259.9 324.0 345.4 453.8
Public debt service/exports 
o f  goods and services 17.9 23.2 50.4 30.6 26.9 27.6 26.9 30.5 37.2 34.4
Public debt service/annual 
public debt disbursements 37.9 36.7 65.6 81.1 65.3 78.8 131.5 304.6 192.4 221.T
Total interest (net)/exports o f  
goods and services 5.3 9-4 13.5 17.9 23.2 30.6 42.7 41.8 48.5 45.3
Source: ECLAC, on the basis of official figures. The data on the private debt were obtained from the 1 nternat ional Monetary Fund, international 
Financial Statistics, Supplement on economic indicators.
"Preliminary figures. ''The figures for total net interest payments were taken fom  the balance of payments and therefore include the 
interest on the short-, medium- and long-term public debt and the long-term non-guaranteed private debt.
one-third of such exports and was more than double the amount of the loans disbursed during the 
year. This signalled the reappearance of the steady upward trend in this coefficient, which had been 
interrupted only in 1984 (see table 13).
Total net interest payments were equivalent to 45% of all exports, a slight increase over the 
40% average recorded for the period 1982-1984.
If all obligations with the private international banking system had been met in 1985, the 
service on the external debt would have risen by around US$ 1 billion (roughly the amount by which 
the country is in arrears).
Talks with private creditors concerning the rescheduling of unpaid loans continued during the 
year. As is usually the case in such instances, the success of the negotiations was contingent upon the 
signing of an agreement with the International Monetary Fund. The Fund made the granting of 
additional assistance subject to two requirements: the imposition of certain limits on the public sector 
budget for the following fiscal year, and a sweeping fiscal reform, whose first components were the 
tax and wage measures agreed upon before the year's end.
e) Exchange andforeign trade policy
Stabilizing the exchange market continued to be one of the main objectives of economic policy 
in 1985. At the beginning of the year, the net foreign exchange reserves held by the Central Bank 
totalled US$ 100 million. Although this was considerably more than the amount that had been 
available at the start of 1984, it was still far less than what was needed to meet the needs of the 
economy.
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T he im p o rta tio n  o f  th e  m o st essen tia l goods and th e  p ay m en t o f  th e  ex ternal deb t there fo re  
fe n d e d  to  be  inco m p atib le  objectives. M oreover, th e  econom ic ac tors ' desire to  p ro tec t th e ir  liquid 
assets from  in fla tion  and th e  ex trem e  instability  o f  th e  p rev a ilin g  expec ta tions created  a m ood o f 
m o u n tin g  u n ce rta in ty  w hich , in te r  alia, affected th e  exchange ra te  on  th e  p ara lle l m arket.
T h ree  m ajo r deva lua tions o f  the  official exchange ra te  w ere  carried  ou t in  an  effort to  lessen the  
im balances affecting th e  ex te rn a l sector and to  ease th e  speculative infla tionary  p ressu res  s tem m ing  
from  th e  en o rm o u s gap  b e tw een  th e  official and p ara lle l ra tes fo r th e  dollar. A s a result, by th e  end  o f 
th e  y ea r th e  official exchange ra te  w as alm ost 190 tim es h ig h e r  th an  it had  been  at the  b eg in n in g  o f 
1985.
T he  firs t d eva lua tion  (425% ) cam e in  February . T he d ifferen tia l be tw een  th e  para lle l and 
official exchange ra te s  (in January  th e  p ara lle l ra te  w as 7 tim es h ig h e r  th a n  th e  official ra te )  w as 
reduced  in  th e  w eeks th a t follow ed to a factor o f  be tw een  2 and 3.5.
T he  gap  w idened  again  in  M ay, w h en  a 50%  deva lua tion  w as in s titu ted  in  an effort to d am p en  
ex p ec ta tio n s  and  p ro m o te  expo rts .
P re s id en tia l e lec tions w ere held  soon thereafter. T he elec tions gave rise  to  a c lim ate o f  
un ce rta in ty  w h ich  con tinued  to  push  up  the  value o f  th e  do llar on  th e  para lle l m arket. In  A ugust, th e  
p a ra lle l exchange ra te  w as m ore  th a n  16 tim es th e  official ra te  (see figure 2).
In  v iew  o f  th is  situ a tio n , th e  new  g o v ern m en t launched  an em ergency  p lan  designed  to  reduce 
hyperin fla tio n . T he  first step  taken  w ith  resp ec t to  exchange and foreign trade  policy w as the  
es tab lish m e n t o f  a sing le , real, flexible exchange ra te  based on  a system  w hereby  th e  ra te  w ould be 
d e te rm in e d  in  accordance w ith  a w eig h ted  average o f  th e  official sales to  th e  public m ade by th e  
C en tra l Bank. In  th e  fo llow ing m o n th s , th e  p rice  o f  th e  do llar cam e to  be dete rm in ed  on a daily basis 
u sing  a p ro ced u re  s im ila r to  th a t o f  an auction , i.e., th e  p rice  w as fixed as a function o f  a base p rice  
es tab lished  by th e  au th o rities  and th e  p rices offered by agen ts p r io r  to  th e  o p en in g  o f  w h a t w as 
referred  to  as th e  "m in i-exchange m arke t" .
T he  re su lt w as th a t the  p rice  at w hich  th e  U n ited  S tates do llar w as sold b egan  to  soar un til it 
reached  a levej sim ila r to  th a t o f  the  para lle l m ark e t (1 100 000 pesos). In th e  ensu ing  m o n th s , 
how ever, the  official exchange ra te  w as som ew hat m ore  stable th a n  before, w ith  th e  resu lt th a t it only 
dep rec ia ted  by a round  5 0 % , w hereas th e  value o f  th e  dollar on  th e  p ara lle l m ark e t stayed at virtually  
th e  sam e level. O n those  occasions w h en  th e re  w as any difference at all b e tw een  it and th e  official ra te  
for th e  do llar, it w as less th a n  10% .
T he  average value o f  th e  real effective exchange ra te  rose 5.5 %  fo r ex p o rts  and 9%  for im ports. 
T hese  average figures cloak th e  very d ifferen t s itua tions w hich  ex isted  at various p o in ts  d u rin g  the  
year, h o w ev er (see tab le  14).
T he  d ev a lu a tio n s  m ade p r io r  to  A ugust w ere unsuccessful in  p rev e n tin g  th e  steady d e te r io ra ­
tion  o f  th e  rea l effective exchange ra te  by h y p erin fla tion , and d u ring  th e  firs t n in e  m o n th s  o f  the  year 
th e  co rre sp o n d in g  indexes h it  th e ir  low est levels since 1975. T h is discouraged ex p o rts  and encou r­
aged im p o rts  th a t w ere pa id  for w ith  fore ign  exchange purchased  at th e  official rate . Indeed , du ring  
the  fo u r-m o n th  p e rio d  from  M ay to  A ugust, ex p o rte rs ' ea rn in g s in  B oliv ian  currency fell to  record 
low s, w h ile  im p o rts  becam e increasingly  cheap. In  A ugust, th e  indexes co rresp o n d in g  to  the real 
effective exchange ra te s  for ex p o rts  and im p o rts  fell to  a lm ost unbelievably low  levels (10 and 11.5, 
respective ly ).
A s a consequence o f  th e  sh a rp  increase in  th e  official exchange ra te  w hich  w as decreed at the  
end  o f  A ugust and th e  slow dow n in  in fla tion  w hich  began in O ctober, th e  tren d s  in  bo th  indexes 
changed  radically  d u rin g  th e  final m o n th s  o f  the year. In D ecem ber, th e  index o f  th e  real effective 
exchange ra te  fo r ex p o rts  rose  to  119 and th e  index for im p o rts  clim bed to  139, w h ich  w as m uch 
h ig h e r  th an  th o se  indexes h ad  been  in  ea rlie r  years.
U n d e r th e  new  econom ic policy, it once again  becam e m andato ry  to  su rren d er all foreign 
currency o b ta in ed  from  ex p o rts  m ade by th e  public and p riv a te  sectors to  th e  C en tra l Bank. A t th e  
sam e tim e , fo re ign  exchange tran sac tio n s  w ere com pletely  decontro lled , thus allow ing th e  financial 
system  to  p u rch ase  o r sell fo re ign  exchange on  its ow n  responsib ility . Pub lic-secto r en titie s  need ing  
fore ign  currency to  pay for im p o rts  w ere to  ob ta in  it from  the C entral Bank.
A s a co m p lem en ta ry  m easu re , p r iv a te  im p o rte rs  w ere requ ired  to  m ake a 10% deposit in  
respect o f  th e  fo re ign  exchange they acquired and a 10%  levy w as applied  to  b o th  public- and 




BOLIVIA: RELATION BETWEEN THE PARALLEL-MARKET 
AND OFFICIAL EXCHANGE RATES
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1982 1983______ 1______ 1984_______ 1_____ 1985______ 1
Source: ECLAC, on the  basis o f  official figures and data supplied by the In ternational M onetary Fund.
BOLIVIA: INDEXES OF THE REAL EFFECTIVE EXCHANGE 
RATES FOR EXPORTS AND IMPORTS

















Source: ECLAC, on the basis o f official figures and d a ta  supplied by the In ternational M onetary Fund.
A s  r e g a r d s  m e r c h a n d i s e  t r a d e ,  a  f r e e  i m p o r t  s y s t e m  w a s  e s t a b l i s h e d  a n d  a  1 0 %  a c r o s s - t h e -  
b o a r d  t a r i f f  o n  t h e  C IF  v a l u e  w a s  a p p r o v e d .
I n  g e n e r a l ,  e x p o r t e r s  w e r e  a b l e  t o  s e l l  g o o d s  a n d  s e r v i c e s  a b r o a d  w i t h o u t  h a v i n g  t o  o b t a i n  a n y  
p r i o r  p e r m i t s  o r  l i c e n s e s .  T h e  u s u a l  s u r c h a r g e s  s t i l l  h a d  t o  b e  p a i d  o n  t r a d i t i o n a l  e x p o r t s  b u t  t h e s e  
c h a r g e s  w e r e  r e v i s e d .  N o n - t r a d i t i o n a l  e x p o r t s  w e r e  m a d e  f r e e  o f  a n y  t a x ,  d u ty  o r  s u r c h a r g e  
w h a t s o e v e r .
A u t h o r i z a t i o n  w a s  a l s o  g i v e n  f o r  t h e  u n r e s t r i c t e d  s i g n i n g  o f  c o n t r a c t s  e x p r e s s e d  i n  B o l i v i a n  
c u r r e n c y  w h i c h  c o n t a i n e d  a  c l a u s e  d e s i g n e d  t o  k e e p  t h e  v a l u e  c o n s t a n t  i n  t e r m s  o f  f o r e i g n  c u r r e n c y .
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4 . P r i c e s  a n d  w a g e s
a )  P r i c e s
F o u r - d i g i t  i n f l a t i o n  p e r s i s t e d  i n  1 9 8 5 .  T h e  v a r i a t i o n  b e t w e e n  a n n u a l  a v e r a g e s  i n  t h e  g e n e r a l  
c o n s u m e r  p r i c e  i n d e x e s  w a s  11 7 5 0 % ,  w h i l e  t h e  1 2 - m o n t h  v a r i a t i o n  n e a r e d  8  2 0 0 %  ( s e e  t a b l e  1 5 ) .
A l l  t h e  c o m p o n e n t s  o f  t h e  i n d e x  r o s e  b y  s i m i l a r  a m o u n t s .  T h e  c o s t  o f  h o u s i n g  a n d  m i s c e l l a n e ­
o u s  i t e m s  s h o w e d  a v e r a g e  a n n u a l  i n c r e a s e s  o f  13  1 0 0 %  a n d  1 4  2 0 0 % ,  r e s p e c t i v e l y ,  w h i l e  f o o d  r o s e  
11 3 0 0 %  a n d  c l o t h i n g  c l i m b e d  11 8 0 0 % .
W h o l e s a l e  p r i c e s  f o l l o w e d  s i m i l a r  t r e n d s .  T h e  a n n u a l  i n c r e a s e  i n  t h e  g e n e r a l  i n d e x  w a s  n e a r l y  
1 0  5 0 0 % ,  w h i l e  t h e  1 2 - m o n t h  ( D e c e m b e r  t o  D e c e m b e r )  v a r i a t i o n  w a s  o f  t h e  o r d e r  o f  8  0 0 0 %  ( s e e  
t a b l e  1 5 ) .
T h e  p r i c e s  o f  d o m e s t i c a l l y - p r o d u c e d  g o o d s  r o s e  m o r e ,  o n  a v e r a g e ,  t h a n  i m p o r t s  d id .  T h u s  
w h e r e a s ,  t h e  p r i c e s  o f  a g r i c u l t u r a l  p r o d u c t s  a n d  m a n u f a c t u r e s  i n c r e a s e d  11 7 0 0 %  a n d  1 3  8 0 0 % ,  
r e s p e c t i v e l y ,  i m p o r t  p r i c e s  r o s e  7  5 4 0 % .
T a b le  14
B O L I V I A :  E V O L U T I O N  O F  E X C H A N G E  R A T E
N o m in a l e x c h a n g e  rate In d ex es  o f  real e ffec tiv e
(p e s o s  p er  d o lla r) e x c h a n g e  ratec
O fficial
rate"
(p u rch a se )
P ara lle l 
m ark et rate  
(p u rch a se )
E x p o r ts Im p o r ts
1975 2 0 9 6 .6 102.7
1976 2 0 102.8 108.4
1977 2 0 99 .1 106.4
1978 2 0 102 .8 110.3
1979 2 0 104.8 107.5
1980 25 100.0 100.0
1981 25 7 1 .4 7 9 .3
1982 99rf 153 110.5 127.2
1983 2 3 0 6 4 6 7 6 .3 8 6 .6
1984 2  31 4 8 2 7 8 56.7 6 3 .7
1985 4 5 2  7 4 2 6 8 0  103 5 9 .8 6 9 .4
1984
I 500 2  4 0 0 52.7 59 .9
II 1 80 0 3 2 1 7 7 5 .6 8 4 .0
III 2  0 0 0 8 0 75 5 5 .0 61 .1
IV 4  9 5 6 19 4 1 8 4 3 .3 4 9 .6
1985
I 31 4 5 2 101 4 1 8 4 4 .5 51 .6
II 6 2  6 3 4 2 7 7  96 2 35.1 4 0 .0
III 4 0 9  9 4 4 9 7 5  331 51 .2 59 .4
IV 1 3 0 6  9 37 1 365  702 108.4 126.4
Source: Central Bank of Bolivia; ECLAC, on the basis of official data; and International Monetary Fund, International Financial Statistics.
"Exchange rate used by the banking system to convert foreign currency into national currency. Quarterly average exchange
rates. AIndexes of the real exchange rate for the peso vis-a-vis the currencies of trading partners, weighted according to the relative
importance of exports to or imports from those countries, as appropriate. From 1975 to 1979, these weightings correspond to the average for 
those same years; from 1980 onward, they correspond to the average for the period 1980-1983- Wholesale price indexes were usually used in the 
calculations. In the case of Bolivia, the consumer price index was used. For more information on the methodology and sources used, see the 
statistical appendix to the Economic Survey o f  Latin America, 1981. dThe exchange rate used for the period from March to October 1982 





1976 1977 1978  1979 1980  1981 1982 1^83 1984 1985
C o n su m er  p r ice  in d ex  5.5
F o o d  5.3
W h o le s a le  price  in d ex  11.4
Im p o r te d  p rod u cts  14.5
D o m e s t ic  p rod u cts  
A g ricu ltu ra l p rod u cts  13.4
M an u factu res 8.8
C o n su m e r  p r ice  in d ex  4.5
F o o d  2 .4
W h o le s a le  p r ice  in d ex  6 .6
Im p o rted  p rod u cts  8.4
D o m e s t ic  prod u cts  
A g ricu ltu ra l p rod u cts  6 .3
M an u factu res 6 .0
V a r ia t io n  D e c e r n  b e r -D e c e r n  b er
10.5 13.5 4 5 .4 2 3 .9 25.1
10.3 14.8 4 5 .4 2 2 .6 2 6 .6
9.5 18.6 4 3 .5 35 .2 2 7 .9
14.1 2 4 .5 2 7 .9 36 .4 37 .2
12.0 29 .1 4 4 .4 3 6 .2 14.4
5.6 9.1 53.5 3 3 .8 31.1
V a r ia itio n  b e tw e e n  a n n u a l a v era g es
8.1 10.3 19.7 4 7 .2 32.1
8.1 10.0 18.6 4 7 .6 35 .2
10.2 15.6 2 3 .9 4 9 .3 35.5
15.1 2 3 .6 18.0 3 5 .6 4 3 .8
13.9 2 0 .5 2 7 .8 54 .6 2 4 .7
5.4 8.4 25 .5 55.5 3 7 .6
2 9 6 .5 328 .5 2 176.8 8 170.5
31 3 .2 3 4 3 .6 2 188.9 8 033 .5
4 0 6 .1 5 1 7 .8 2 2 3 7 .7 7 9 5 2 .4
5 4 3 .0 6 9 3 .0 2 31 2 .7 5 6 9 8 .3
2 7 4 .6 601 .1 1 648 .1 9 0 1 7 .4
3 9 5 .8 34 4 .7 2 521 .4 10 4 0 4 .9
123.5 2 7 5 .6 1 2 8 1 .3 11 7 4 9 .6
123.9 3 0 3 .7 1 3 1 5 .6 11 2 7 5 .6
2 2 7 .9 4 1 5 .9 1 6 9 5 .4 10 4 4 6 .9
3 4 2 .4 4 8 8 .6 1 969 .1 7 5 4 0 .0
139.7 51 7 .6 1 190.2 11 7 3 5 .5
211 .1 3 1 1 .6 1 701 .5 13 831 .5
Source: National Statistical Institute and Central Bunk of Bolivia.
T h e  i n f l a t i o n a r y  p r o c e s s  p a s s e d  t h r o u g h  t w o  c l e a r l y - d i f f e r e n t i a t e d  s t a g e s .
B e t w e e n  J a n u a r y  a n d  S e p t e m b e r , - t h e  t r e n d s  s e e n  t h e  y e a r  b e f o r e  s h a r p e n e d .  W h i l e  t h e  m o n t h l y  
r a t e s  o f  v a r i a t i o n  i n  t h e  g e n e r a l  p r i c e  i n d e x  f l u c t u a t e d  b e t w e e n  3 0 %  a n d  6 0 %  d u r i n g  t h e  l a s t  p a r t  o f  
1 9 8 4 ,  i n  J a n u a r y  1 9 8 5  t h e  r a t e  a p p r o a c h e d  7 0 %  a n d  i n  F e b r u a r y  i t  w a s  a b o v e  1 8 0 % .  P r i c e  i n c r e a s e s  
s l o w e d  d o w n  s o m e w h a t  d u r i n g  t h e  t h r e e  f o l l o w i n g  m o n t h s ,  b u t  b e g a n  t o  g a t h e r  s p e e d  a g a i n  i n j u n e .  
T h u s ,  t h e  c u m u l a t i v e  r a t e  u p  t o  S e p t e m b e r  w a s  a p p r o x i m a t e l y  6  9 0 0 %  a n d  t h e  1 2 - m o n t h  r a t e  n e a r e d  
2 3  5 0 0 %  ( s e e  f i g u r e  3 ) .
U n d e r  t h e  n e w  e c o n o m i c  p o l i c y ,  t h e  i n f l a t i o n a r y  p r o c e s s  r e a c h e d  a n  i m p o r t a n t  t u r n i n g  p o i n t  
d u r i n g  t h e  f i n a l  q u a r t e r ,  a s  s h o w n  b y  t h e  f a c t  t h a t  t h e  c u m u l a t i v e  i n c r e a s e  i n  O c t o b e r - D e c e m b e r  w a s  
o n ly  1 8 % .  T h i s  b r o u g h t  t h e  1 2 - m o n t h  v a r i a t i o n  d o w n  f r o m  2 3  5 0 0 %  i n  S e p t e m b e r  t o  8  1 7 0 %  i n  
D e c e m b e r .
T h e  c o u n t r y ' s  h y p e r i n f l a t i o n  w a s  t h e  r e s u l t  o f  a  w h o l e  r a n g e  o f  f a c t o r s ,  e s p e c i a l l y  t h e  i n e r t i a l  
n a t u r e  o f  t h e  p r o c e s s  o n c e  i t  h a d  s t a r t e d ,  w h i c h  a d d e d  m o r e  fu e l  t o  i n f l a t i o n a r y  e x p e c t a t i o n s  a n d  
s p e c u l a t i o n  i n  d o l l a r s  o n  t h e  p a r a l l e l  m a r k e t . T h e  v a l u e  o f  t h e  U n i t e d  S t a t e s  d o l l a r  c a m e  t o  b e  t h e  
p o i n t  o f  r e f e r e n c e  u s e d  b y  t h e  e c o n o m i c  a g e n t s  i n  t h e i r  t r a n s a c t i o n s .  O t h e r  f a c t o r s  w h i c h  c o n t r i b u t e d  
t o  t h e  r u n a w a y  i n c r e a s e  i n  p r i c e s  w e r e  t h e  e n o r m o u s  s iz e  o f  t h e  p u b l i c - s e c t o r  d e f i c i t ,  t h e  l a r g e  w a g e  
i n c r e a s e s  g r a n t e d  d u r i n g  s o m e  m o n t h s  o f  t h e  y e a r  a n d  t h e  f l o u r i s h i n g  o f  u n r e c o r d e d  t r a d e  a n d  o t h e r  
t y p e s  o f  a c t i v i t i e s .
A s  r e g a r d s  p r i c e  p o l i c y ,  s o m e  c r i t e r i a  w h i c h  h a d  b e g u n  t o  b e  u s e d  i n  p r e c e d i n g  y e a r s  b e c a m e  
m o r e  f i r m l y  e n t r e n c h e d  d u r i n g  1 9 8 5 .  I n  F e b r u a r y ,  f u e l  p r i c e s  w e r e  r a i s e d  b y  a n  a v e r a g e  o f  o v e r  5 0 0 % ,  
t h e  r a t e s  c h a r g e d  f o r  e l e c t r i c i t y  w e r e  i n c r e a s e d  b e t w e e n  2 5 0 %  a n d  4 5 0 % ,  a n d  t h e  r a t e s  f o r  p a s s e n g e r  
a n d  f r e i g h t  t r a n s p o r t  w e r e  r a i s e d  b y  s i m i l a r  p e r c e n t a g e s .  T h e  p r i c e s  o f  e s s e n t i a l  g o o d s  a l s o  c l i m b e d  b y  
a  s u b s t a n t i a l  a m o u n t .  T h e  c h a r g e s  f o r  s o m e  g o o d s  a n d  p u b l i c  s e r v i c e s  w e r e  a d ju s t e d  o n c e  a g a i n  in  
M a y .
B e g i n n i n g  i n  A u g u s t ,  t h e  p r i c e s  o f  a l m o s t  a l l  g o o d s  a n d  s e r v i c e s  w e r e  c o m p l e t e l y  d e c o n t r o l l e d ,  
t h e  o n ly  e x c e p t i o n s  b e i n g  t h e  r a t e s  f o r  p u b l i c  s e r v i c e s  ( t r a n s p o r t ,  e l e c t r i c i t y  a n d  t e l e p h o n e  s e r v i c e ) ,  
h y d r o c a r b o n  f u e l s  a n d  m e d i c i n e s .  G a s o l i n e  p r i c e s  w e r e  t o  b e  r e a d j u s t e d  e a c h  m o n t h  t o  t h e  e q u i v a l e n t  
i n  B o l i v i a n  c u r r e n c y  o f  U S $  0 .3 0  a t  t h e  a v e r a g e  o f f ic ia l  e x c h a n g e  r a t e .
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Figure 3
BOLIVIA: CONSUMER PRICE INDEX
Twelve-month variations 
Semi-logarithmic scale
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November-December 8 490 8 187
1983
January-February 8 490 7 469
March-June 12 400 8 319
July-September 17 484 8 030
October-November 30 100* 9 225
December 47 257 10 235
Annual average 18 874 8 416
1984
January-March 47 257 7 735
April-July 108 69 Ie 6 536
August-October 123 813 3 968
November-December 935 000 11 599
Annual average 238 769 7 038
1985
January-February 935 000 3 566
March-April 4 035 000 6 097
May-June 6 240 000 5 120
July-October 10 171 000 2 140
November-December 30 000 000 3 739
Annual average 10 258 867- 3 800
Source: ECLAC, on the basis of data supplied by the National Commission on Wages (CONALSA) and the Economic Policy Analysis Unit
(UDAPE).
"The consumer price index for November 1982 (which was when the value of the minimum wage was determined) was used as a basis for the 
conversion of nominal wages into real wages. In November a bonus of 22 500 pesos was added; this bonus was payable in three
installments, the first of which was to be paid that same month. cDuring several days in April, the minimum wage in force was that 
corresponding to March. The figure shown in the table, however, corresponds to the wage adjustment made in May, which was retroactive to 1 
April. In addition, food and transport allowances were granted in April as well. The former amounted to 35 723 pesos, while the latter varied 
according to the number of daily trips to the place of work.
At the same time, all taxes on the movement of products within Bolivian territory were 
eliminated.
Finally, the Ministry of Industry, Commerce and Tourism was empowered to import essential 
goods in order to guarantee a supply for the domestic market at competitive prices.
b) Wages
Wage trends provided further evidence of the seriousness of the imbalances observed in the 
economy during 1985. The real average minimum wage dropped 46%, on top of the 16% decrease 
which had occurred the year before (see table 16).
Wage policy also went through two clearly-defined stages: before and after the inplementation 
of the new economic policy.
Between January and August, the wage policy's most outstanding feature was its extreme 
complexity.
In order to offset the increases in the exchange rate and in the prices of essential goods, in 
February a one-time compensatory bonus was granted to all workers which was equivalent to 331%
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of the minimum wage. This put the minimum wage at somewhat more than 4 million pesos; at the 
new exchange rate, this was nearly US$ 90, but at the foreign exchange rate on the parallel market, it 
was equivalent to less than US$ 34.
For a short time, this increase allowed wage-earners to regain the purchasing power they had 
lost in previous months. The dizzying speed of price increases, however, soon resulted in a substantial 
deterioration in their wages once again.
A 55 % readjustment which was decreed in May raised the minimum wage to nearly 6 250 000 
pesos. According to the official exchange rate at the time, this was slightly over US$ 80, but only 
US$ 25 according to the going rate on the parallel market.
In July, as a result of pressure by the unions, minimum wages were raised once again. This time 
the increase was 63%, which brought the minimum wage to almost 10 200 000 pesos (less than 
US$ 13 at the exchange rate being offered on the parallel market at the time).
One of the main objectives of the new government that took office in August was to continue to 
rationalize wages policy and to put it in order. All the emergency measures that were adopted were 
aimed at preventing wages from becoming one of the mechanisms which kept the inflationary spiral 
going, as they had been during most of the preceding period.
To this end, the wages of workers in the public sector were frozen until the end of the year. It 
was also decided that private-sector wages would be subject to free bargaining among the parties 
involved.
The system of company stores (under which some essential goods were distributed at subsid­
ized prices) was done away with both in public and private enterprises. To compensate workers for 
this, it was stipulated that they would receive a wage increase equivalent to the difference between the 
subsidized prices and the market prices for the goods inquestion. Total or partial payment of salaries 
in kind was also banned at the same time.
In addition, all bonuses or allowances, whether they were paid by public or private companies, 
were incorporated into the basic wage. The only exceptions were production, seniority and remote­
zone bonuses.
Shortly before the end of the year the following decisions were taken as a means of carrying 
forward the reforms which had been undertaken:
i) To set the minimum wage for public and private workers at 30 million pesos. This increase 
was made retroactive to 1 August;
ii) To reduce the number of monthly wages received per year to 12;
iii) To stipulate that production bonuses would only be given under piece-work contracts;
iv) To lower the amount of the seniority bonus by providing that henceforward it would be 
calculated on the basis on the minimum wage rather than the total remuneration;
v) To establish a freeze, effective until 1 June 1986, on the total amount available each month 
for the payment of wages by each unit of the public sector;
vi) To establish new wage scales with a view to widening the wage range. This measure, too, 
was to remain in effect until 1 June 1986.
In summary, the first part of the government's strategy was to freeze wages during the final 
four months of the year. Once inflation had slowed down, all wages were then readjusted retroactively 
to August. It was also decided that wages were to remain frozen at these new levels until the second 
half of 1986.
5. Monetary and fiscal policy
a) T h e  m o n e y  su p p ly
In the final analysis, the persistence and gathering speed of inflation during most of 1985 were 
due to the complete subordination of monetary policy to the needs of the public sector.
In 1985 the monetary base expanded nearly 5 600%, with the result that the money supply 
(M,) increased even more (5 940%). Since quasi-money, for its part, soared by approximately 
13 500%, the expanded money supply (M2) grew by around 7 250% (see table 17).
The trends in these variables changed a great deal during the period in question, however. From 




BOLIVIA: MAIN MONETARY INDICATORS
Y ea r-en d  ba lan ce
(b ill  io n s  o f  p e s o s )  G r o w th  rates
1983 1984 1985 1983 1984 1985
Monetary base
M o n ey  su p p ly  (M ,)  
Q u a s i-m o n e y
M o n ey  p lu s q u a si-m o n ey  (M 2) 
V a ria b les  d e te r m in in g  M  2. 
In te r n a tio n a l r eserv es  (ile t)  
C red it to  p u b lic  sector  ( n et) 
C entral g o v e r n m e n t  
L ocal g o v e r n m e n ts  
P u b lic  e n te r p r ise s  
C red it to  p r iv a te  sector  
O th er  v ar iab les
195 3 345 190 0 7 8
175 3 2 9 6 199 0 6 6
91 6 9 0 9 3  805
2 6 6 3 9 8 6 2 9 2  871
(5 1 ) 33 7 156 0 8 0
2 7 6 2  9 2 7 (8 4  3 4 5 )
11 (4 0 9 ) (3 1 8  3 7 2 )
8 110 2 8  199
2 5 8 3 2 2 6 2 0 5  8 2 8
192 2  6 2 4 4 0 5  9 8 3
(1 5 0 ) (1 9 0 2 ) (1 8 4  8 4 7 )
2 0 4 .7 1 615.4 5 5 8 2 .5
2 0 7 .0 1 7 8 3 .4 5 9 3 9 .6
116.6 6 5 8 .2 13 4 9 4 .9
168.7 1 398 .5 7  2 4 7 .5
4 6  2 1 4 .5
2 3 6 .6 9 6 0 .5
100.0 1 2 7 5 .0 25  5 3 5 .4
2 0 0 .0 1 150.4 6  2 8 0 .3
110.9 1 2 6 6 .6 15 3 7 1 .9
Source: Central Bank of Bolivia.
s u p p l y  a n d  a l m o s t  3 4 0 0 %  i n  M 2; t h i s  w a s  e q u i v a l e n t  t o  m o n t h l y  r a t e s  o f  t h e  o r d e r  o f  4 5 % .  D u r i n g  
t h e  f i n a l  q u a r t e r  o f  t h e  y e a r ,  i n  c o n t r a s t ,  t h e  c h a n g e s  t h a t  h a d  b e e n  m a d e  i n  e c o n o m i c  p o l i c y  r e s u l t e d  
i n  a  s u b s t a n t i a l  s l o w d o w n  i n  t h e  r a t e  o f  v a r i a t i o n  o f  t h e  m a i n  m o n e t a r y  i n d i c a t o r s .  T h u s ,  b e t w e e n  
O c t o b e r  a n d  D e c e m b e r  t h e  m o n e t a r y  b a s e  g r e w  b y  o n ly  7 0 % ,  w h i l e  M [  a n d  M 2 e x p a n d e d  9 2 %  a n d  
1 1 0 % ,  r e s p e c t i v e l y .
T h e s e  s h a r p  f l u c t u a t i o n s  i n  t h e  m o n e t a r y  v a r i a b l e s  w e r e ,  i n  t u r n ,  a  r e s u l t  o f  t h e  t r e n d  i n  
d o m e s t i c  c r e d i t  s e e n  d u r i n g  t h e  y e a r .
D e s p i t e  t h e  s t e a d y  d e c r e a s e  o b s e r v e d  u p  u n t i l  A u g u s t  i n  t h e  r e s o u r c e s  m a d e  a v a i l a b l e  t o  t h e  
c e n t r a l  g o v e r n m e n t ,  t h e  a m o u n t  o f  n e t  c r e d i t  g r a n t e d  t o  t h e  p u b l i c  s e c t o r  e x p a n d e d  n e a r l y  4 0 %  p e r  
m o n t h  d u e  t o  t h e  s t e a d y  i n c r e a s e  i n  t h e  f u n d s  m a d e  a v a i l a b l e  t o  lo c a l  g o v e r n m e n t s  a n d  p u b l i c  
e n t e r p r i s e s .  C r e d i t  t o  t h e  p r i v a t e  s e c t o r  a l s o  r o s e  a t  a  r a t e  o f  4 0 %  p e r  m o n t h  d u r i n g  t h i s  p e r i o d .
A s  f r o m  S e p t e m b e r ,  t h e  a m o u n t  o f  c r e d i t  p r o v i d e d  t o  a l m o s t  a l l  t h e  s u b d i v i s i o n s  o f  t h e  p u b l i c  
s e c t o r  d e c r e a s e d  v e r y  c o n s i d e r a b l y .  T h e  f u n d s  e x t e n d e d  t o  t h e  p r i v a t e  s e c t o r ,  h o w e v e r ,  c o n t i n u e d  t o  
g r o w  r a p i d l y .
A s  i n  p r e v i o u s  y e a r s ,  t h e  r a p i d  r i s e  i n  p r i c e s  a n d  t h e  f a c t  t h a t  i n t e r e s t  r a t e s  w e r e  s e t  b y  t h e  
a d m i n i s t r a t i o n  a t  a r t i f i c i a l l y  l o w  l e v e l s  m a d e  s a v i n g  i n  n a t i o n a l  c u r r e n c y  u n a t t r a c t i v e .
D u r i n g  t h e  f i r s t  q u a r t e r ,  a v e r a g e  r e a l  i n t e r e s t  r a t e s  o n  d e p o s i t s  a n d  l o a n s  f l u c t u a t e d  b e t w e e n  
- 3 0 %  a n d  - 3 4 %  p e r  m o n t h  ( s e e  t a b l e  1 8 ) .
T h e  n e e d  t o  d e a l  w i t h  m o u n t i n g  s p e c u l a t i o n  a n d  t h e  " e x p l o s i o n "  o f  t h e  m e a n s  o f  p a y m e n t  m a d e  
i t  n e c e s s a r y  f o r  t h e  a u t h o r i t i e s  t o  m o d i f y  t h e  v a r i o u s  i n s t r u m e n t s  u s e d  t o  c o n t r o l  t h e  m o n e t a r y  
v a r i a b l e s .  B e g i n n i n g  i n  M a r c h ,  t h e  r e s t r i c t i o n s  a p p l y i n g  t o  i n t e r e s t  r a t e s  o n  l o a n s  w e r e  r e l a x e d ,  w h i l e  
i n t e r e s t  r a t e s  o n  d e p o s i t s  r e m a i n e d  a t  t h e i r  s e t  l e v e l s  u n t i l  J u ly .
T h i s  m e a s u r e  m a d e  i t  p o s s i b l e  f o r  t h e r e  t o  b e  a  p o s i t i v e  r a t e  o f  r e t u r n ,  a l t h o u g h  i t  w a s  n o t  v e r y  
h i g h ,  o n  t h e  f i n a n c i n g  o f  c o m m e r c i a l  a n d  p r o d u c t i o n  a c t i v i t i e s  d u r i n g  t h e  s e c o n d  q u a r t e r .  B e t w e e n  
J u ly  a n d  S e p t e m b e r ,  h o w e v e r ,  b a n k  l o a n  r a t e s  b e c a m e  m a r k e d l y  n e g a t i v e  o n c e  a g a i n .  F r o m  O c t o b e r  
o n w a r d s ,  a f t e r  t h e  s t a b i l i z a t i o n  p l a n  h a d  b e e n  p u t  i n t o  e f f e c t ,  t h e  a v e r a g e  r e a l  i n t e r e s t  r a t e  o n  l o a n s  
w a s  s l i g h t l y  o v e r  5 %  p e r  m o n t h  ( s e e  t a b l e  1 8 ).
T h e  r a t e  o f  r e t u r n  o n  d e p o s i t s  w a s  e x t r e m e l y  n e g a t i v e  d u r i n g  m o s t  o f  t h e  y e a r  ( s e e  t a b l e  1 8 ) . I t  
w a s  n o t  u n t i l  t h e  f o u r t h  q u a r t e r  t h a t  t h e  y i e l d  o n  c l i e n t s '  d e p o s i t s  i n  t h e  f i n a n c i a l  s y s t e m  b e c a m e  
p o s i t i v e ,  t h a n k s  t o  t h e  i n c r e a s e  i n  r e a l  i n t e r e s t  r a t e s ;  n o n e t h e l e s s ,  t h e  y i e l d  w a s  s t i l l  b e l o w  1 %  
m o n t h l y  ( s e e  t a b l e  1 8 ) .
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Because o f  th e  above and the  increase in  hyperin fla tio n , th e  econom ic agen ts avoided m a in ta in ­
ing  th e ir  assets in dep o sits ; th e  velocity o f  th e  circu lation  o f  m oney th u s con tinued  to  rise u n til it w as 
tw ice as rap id  as it h ad  been  ju s t th re e  years earlier.
M in im u m  rese rv e  req u irem en ts  w ere m odified several tim es d u ring  the  year. R eserv e  re q u ire ­
m e n ts  w ere low ered  to  50%  for d em an d  deposits  and w ere raised  from  around  6 0 %  at th e  b eg inn ing  
o f  th e  y ear to  100%  by its end  for tim e  deposits  in  n a tio n a l currency.
In  line  w ith  its policy o f  liberaliz ing  th e  econom y, th e  new  g o v ern m e n t announced  a m onetary  
refo rm  w hich  included  th e  crea tio n  o f  a new  u n it o f  account (the po to sí) and confirm ed th a t in te res t 
ra te s  w ould  be d e te rm in e d  by th e  m arket.
In  con junction  w ith  th e  foregoing , m in im u m  reserve req u irem en ts  w ere m odified once again 
and an au tom atic  red isco u n tin g  system  w as estab lished . F inally , th e  econom ic agen ts w ere au thorized  
to  conclude any so rt o f  co n trac t exp ressed  in  fo re ign  currency p rov ided  it con ta ined  a constan t-va lue  
clause.
b ) C en tra l govern m en t incom e a n d  expenditure
A s w as also tru e  in  p reced in g  years, m any o f  th e  m acroeconom ic im balances affecting th e  
coun try  s tem m ed  from  th e  b eh av io u r o f  th e  public  sector and from  th e  difficulties encoun te red  in  
o b ta in in g  p a rliam e n ta ry  approva l for an em ergency  tax  reform .
T h ro u g h o u t m o s t o f  1985, th e  lo n g -stand ing  im balance betw een  cu rren t incom e and to tal 
ex p en d itu re  grew  even  m o re  p ronounced . T he deficit w as financed  w ith  C entral B ank issues and th is , 
in  tu rn , s tre n g th e n e d  th e  o th e r  fo rm s o f  infla tionary  p ressu res .
T he  im balance  b e tw een  incom e and sp end ing  w as exacerba ted  b o th  by th e  decline in  revenues 
re su ltin g  from  th e  runaw ay ra te  o f  in fla tion  and by th e  una  voidability  o f  ce rta in  expend itu res . T he 
tim e  lag invo lved  b e tw een  a taxable  tran sac tio n  and th e  m o m en t in w hich  th e  tax  w as actually paid  
caused th e  T reasu ry 's  financial p o s itio n  to d e te r io ra te  as taxpayers paid  m uch  less in  real te rm s.
Table 18
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Source: Central Bank of Bolivia.
"Average annual interest rates calculated on the basis of the number of months in the year during which each change in the rate was in effect. 
They include some treasury and university taxes. b Monthly capitalizable average rates. Real rates were deflacted according to the monthly 
variations in the consumer price index. 'Interest rates on loans were allowed to float from March onward; interest rates on deposits 
remained fixed until July, at which time the restrictions applying to them were lifted. The figures therefore correspond to the average 




BOLIVIA: MOVEMENT OF NATIONAL TREASURY FUNDS
B illio n s  o f  p e s o s  G row 1 th  rates
1982 1983 1984 1985° 1982 1983 1984 1985"
C u r r en t in c o m e 19 4 7 5 60 193 0 3 5 3 5 .7 147 .4 1 0 9 1 .5 3 4  3 7 0 .5
In lan d  rev en u e 8 23 2 1 6 2 3  4 5 2 6 0 .0 187.5 839 .1 10 7 5 7 .4
C u sto m s rev en u e 4 6 123 2 2  70 2 33.3 5 0 .0 1 9 5 0 .0 18 3 5 6 .9
M in in g  ro y a ltie s 2 2 83 5 88 5 100.0 - 4  0 4 9 .9 6  9 9 0 .4
P e tr o le u m  ro y a ltie s 4 5 7 9 127 811 100 .0 2 5 .0 1 4 8 0 .0 161 6 8 6 .0
O th er  in c o m e 1 11 59 13 185 -6 6 .6 1 0 0 0 .0 4 3 6 .4 2 2  2 4 7 .4
T o ta l e x p e n d it u r e 131 3 5 7 8 2 3 4 2 0 2 8  751 4 2 3 .9 172.5 2  2 0 6 .4 2 4  5 3 8 .7
P e r so n a l serv ices 2 4 78 1 7 3 0 124 33 2 100.0 2 2 4 .9 2  117.9 7  0 8 6 .8
N o n -p e r s o n a l  serv ice s 3 5 101 14 542 2 0 0 .0 6 6 .6 1 9 1 9 .9 14 2 9 8 .0
M a ter ia ls  and su p p lie s 3 11 175 14 8 1 6 - 2 6 6 .6 1 4 9 0 .9 8 3 6 6 .3
F ix ed  and fin ancia l a sse ts 2 5 110 8 201 - 150.0 2  0 9 9 .9 7  35 5 .5
P u b lic  d eb t 76 172 546 36  0 3 7 2  4 3 3 .3 126.3 2 1 7 .4 6  5 0 0 .2
T ra n sfers  and c o n tr ib u tio n 6 31 4  48 1 14 4 0 8 100.0 4 1 6 .6 14 3 5 4 .8 2 2 1 .5
O th er  e x p e n d itu r e 17 55 1 091 1 8 1 6  4 1 5 1 6 0 0 .0 2 2 3 .5 1 8 8 3 .6 166 3 9 0
D e f ic i t 112 3 1 0 7  6 7 4 1 8 35  7 1 6 9 1 8 .2 176 .3 2  3 7 5 .5 2 3  8 2 1 .2
P e r c en ta g e s
M a in  r a tio s
D e f ic it / to ta l  e x p e n d itu r e  
D e f ic i t /g r o s s  d o m e s tic
85 .5 8 6 .8 9 3 .2 9 4 .8
produ ct
C u rren t in c o m e /g r o s s
2 8 .9 2 3 .0 4 2 .1 7 6 .4
d o m e s t ic  p rod u ct 4 .9 3.5 3.1 8.0
T ota l e x p e n d itu r e /g r o s s  
d o m e s t ic  p rod u ct 3 3 .8 2 6 .5 4 5 .2 8 4 .4
Source: Central Bank of Bolivia. 
"Preliminary figures.
T h e  d e f i c i t / p r o d u c t  r a t i o  c o n t i n u e d  t o  r i s e  u n t i l  i t  w a s  o v e r  7 5 % .  I n  1 9 8 4 ,  t h i s  r a t i o  h a d  a l r e a d y  
d o u b l e d  i t s  1-983 v a l u e ,  a n d  i n  1 9 8 3  i t  h a d  m o r e  t h a n  t r e b l e d  i t s  1 9 8 1  le v e l .  M e a n w h i l e ,  t h e  
d e f i c i t / t o t a l  e x p e n d i t u r e  r a t i o ,  w h i c h  h a d  n o t  g o n e  b e l o w  8 5 %  i n  p r e c e d i n g  y e a r s ,  r e a c h e d  n e a r l y  
9 5 %  ( s e e  t a b l e  1 9 ) .
T h e  i t e m s  i n  t h e  c e n t r a l  g o v e r n m e n t  b u d g e t  s h o w e d  s p e c t a c u l a r  i n c r e a s e s  i n  n o m i n a l  t e r m s ,  
b u t  i n  r e a l  t e r m s ,  t h e  i n c r e a s e s  w e r e  m u c h  s m a l l e r .
C u r r e n t  i n c o m e  w a s  e q u i v a l e n t  t o  8  %  o f  t h e  g r o s s  d o m e s  t i c  p r o d u c t :  m o r e  t h a n  d o u b l e  t h e  r a  t i o  
r e c o r d e d  d u r i n g  t h e  p r e c e d i n g  b i e n n i u m .
A l t h o u g h  t o t a l  c u r r e n t  i n c o m e  e x p a n d e d  1 9 0 %  i n  t e r m s  o f  c o n s t a n t  v a l u e s ,  t h e  t r e n d s  o f  e a c h  
o f  i t s  c o m p o n e n t s  w e r e  v e r y  d i f f e r e n t  f r o m  o n e  a n o t h e r .  R e c e i p t s  f r o m  d o m e s t i c  i n c o m e  t a x  d e c l i n e d  
f o r  t h e  f o u r t h  c o n s e c u t i v e  y e a r  (b y  8 % ) ,  t h u s  d r o p p i n g  t o  j u s t  1 2 %  o f  t o t a l  g o v e r n m e n t  r e v e n u e ,  
w h i c h  w a s  o n ly  o n e - t h i r d  t o  o n e - f o u r t h  o f  t h e  s h a r e  t h e y  h a d  r e p r e s e n t e d  b e t w e e n  1 9 8 1  a n d  1 9 8 4 .
R e a l  i n c o m e  f r o m  m i n i n g  r o y a l t i e s  a l s o  f e l l  s h a r p l y  ( - 4 0 % ) :  t h e  s h a r e  o f  t o t a l  i n c o m e  t h a t  i t  
r e p r e s e n t e d  t h e r e f o r e  d r o p p e d  t o  3 % ,  w h i c h  w a s  o n e - f i f t h  o f  w h a t  i t  h a d  r e p r e s e n t e d  t h e  y e a r  b e f o r e .
A s  a  r e s u l t  o f  t h e  p a r a l y z a t i o n  o f  I n t e r n a t i o n a l  T i n  C o u n c i l  o p e r a t i o n s  a n d  t h e  d e c r e a s e  i n  t h e  
p r i c e  o f  t i n ,  m i n i n g  c o m p a n i e s  r e q u e s t e d  t h a t  t h e y  b e  t e m p o r a r i l y  e x e m p t e d  f r o m  t h e  p a y m e n t  o f  
r o y a l t i e s ;  t h i s  e x e m p t i o n  w a s  a p p r o v e d  u n t i l  s u c h  t i m e  a s  t h e  m a r k e t  s i t u a t i o n  s t a b i l i z e d .
F i n a l l y ,  o i l  r o y a l t i e s  s o a r e d  1 2 6 0 %  i n  r e a l  t e r m s ,  s o  t h a t  t h e i r  s h a r e  i n  t o t a l  i n c o m e  t r e b l e d  
( r i s i n g  t o  o v e r  6 5 % )  a n d  w a s  f o u r  t i m e s  a s  g r e a t  a s  t h e  l e v e l  r e c o r d e d  ( 1 5 % - 2 0 % )  i n  t h e  p e r i o d
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1 9 8 1 - 1 9 8 4 .  T h e  m a i n  c a u s e  o f  t h i s  i n c r e a s e  w a s  t h e  g o v e r n m e n t 's  d e c i s i o n  t o  p e g  t h e  d o m e s t i c  s a l e  
p r i c e  o f  g a s o l i n e  t o  t h e  e q u i v a l e n t  o f  U S $  0 .3 0  p e r  l i t r e  i n  B o l i v i a n  c u r r e n c y .
T h r o u g h  t h e s e  a n d  r e l a t e d  m e a s u r e s ,  t h e  g o v e r n m e n t  w a s  a b le  t o  p u t  S t a t e  e n t e r p r i s e s  o n  a  
m o r e  s o l i d  f i n a n c i a l  f o o t i n g  a n d  t o  o b t a i n  a  s u b s t a n t i a l  a m o u n t  o f  r e s o u r c e s ,  w h i c h  p e r m i t t e d  i t  t o  
u n d e r t a k e  t h e  s t a b i l i z a t i o n  p l a n  t h a t  h a d  b e e n  a p p r o v e d  i n  l a t e  A u g u s t .  T h i s  w a s  t h e  r e a s o n  w h y  t h e  
o i l  r o y a l t i e s  r e c e i v e d  b y  t h e  c e n t r a l  g o v e r n m e n t  d u r i n g  t h e  f i n a l  q u a r t e r  a m o u n t e d  t o  9 9 %  o f  i t s  t o t a l  
i n c o m e  f r o m  t h i s  s o u r c e  f o r  t h e  e n t i r e  y e a r .
D e s p i t e  t h e  e n o r m o u s  i n c r e a s e  i n  n o m i n a l  e x p e n d i t u r e ,  h y p e r i n f l a t i o n  c a u s e d  v i r t u a l l y  a ll  
c o m p o n e n t s  o f  t o t a l  e x p e n d i t u r e  t o  d r o p  s h a r p l y  i n  r e a l  t e r m s  ( s e e  t a b l e s  1 9  a n d  2 0 ) .
O n  t h e  b a s i s  o f  t h e  y e a r - e n d  l e v e l s  r e a c h e d  b y  t h e  m a i n  i t e m s ,  o n e  o f  t h e  m o s t  s i g n i f i c a n t  
f e a t u r e s  w a s  t h e  d e c r e a s e  i n  t h e  p r o p o r t i o n  o f  e x p e n d i t u r e  r e p r e s e n t e d  b y  w a g e  p a y m e n t s  ( 6 % ) ,  
w h i c h  w a s  l e s s  t h a n  o n e - t h i r d  o f  w h a t  i t  h a d  b e e n  i n  e a r l i e r  y e a r s .  T h e  l a r g e s t  d i s b u r s e m e n t s  m a d e  
d u r i n g  t h e  y e a r  w e r e  t r a n s f e r  p a y m e n t s ,  w h i c h  a l o n e  a c c o u n t e d  f o r  o v e r  9 0 %  o f  t o t a l  o u t l a y s .
A s  a l s o  o c c u r r e d  i n  o t h e r  s p h e r e s  o f  e c o n o m i c  a c t iv i t y ,  p u b l i c  f i n a n c e s  w e n t  t h r o u g h  t w o  v e r y  
d i s t i n c t  p h a s e s  d u r i n g  t h e  y e a r .  T h e  g r e a t e s t  i m b a l a n c e s  w e r e  c o n c e n t r a t e d  i n  t h e  p e r i o d  b e t w e e n  
J a n u a r y  a n d  S e p t e m b e r .  O n  a v e r a g e ,  e x p e n d i t u r e  d u r i n g  t h i s  p e r i o d  w a s  1 7  t i m e s  g r e a t e r  t h a n  
in c o m e .  T h i s  i m b a l a n c e  r e a c h e d  i t s  m o s t  s e v e r e  p o i n t  i n  F e b r u a r y ,  w h e n  t h e  c o r r e s p o n d i n g  r a t i o  
r e a c h e d  n e a r l y  3 5 .
D u e  t o  t h e  r i s e  i n  t h e  c e n t r a l  g o v e r n m e n t 's  i n c o m e  f r o m  O c t o b e r  o n w a r d ,  t h e  i m b a l a n c e  
b e t w e e n  o u t f l o w s  a n d  i n f l o w s  d e c r e a s e d  d u r i n g  t h e  l a s t  t h r e e  m o n t h s  o f  t h e  y e a r  t o  t h e  p o i n t  w h e r e  
t h e  f o r m e r  w e r e  o n ly  13  t i m e s  t h e  l a t t e r .  T h e  f i n a n c i a l  r e l i e f  w h i c h  t h i s  a f f o r d e d  w o u l d  h a v e  b e e n  
e v e n  g r e a t e r  i f  i t  h a d  n o t  b e e n  f o r  t h e  s h a r p  r e d u c t i o n  i n  m i n i n g  r o y a l t i e s  a s  f r o m  N o v e m b e r .
A  v a r i e t y  o f  m e a s u r e s  w e r e  d e c r e e d  b e t w e e n  J a n u a r y  a n d  M a y  w i t h  a  v i e w  t o  i n c r e a s i n g  
p u b l i c - s e c t o r  r e v e n u e .  T h e s e  in c lu d e d :
i )  T h e  p e g g i n g  o f  o v e r d u e  t a x  p a y m e n t s  t o  t h e  c o n s u m e r  p r i c e  i n d e x .  S h o r t l y  t h e r e a f t e r ,  a  
m o n t h l y  s u r c h a r g e  o f  4 5 %  w a s  a p p l i e d  t o  d e l i n q u e n t  t a x e s ;
T a b le  2 0
B O L I V I A :  M O V E M E N T S  O F  N A T I O N A L  T R E A S U R Y  F U N D S
M illio n s  o f  p e s o s  o f  1970 G r o w th  rates
1982 1983 1984 1985" 1982 1983 1984 1985"
Current income 1 146 7 5 5 651 1 8 94 -3 9 .2 -3 4 .1 -1 3 .7 19 0 .9
In land  r ev en u e 4 8 2 3 6 9 251 2 3 0 -2 8 .4 -2 3 .3 -3 1 .9 -8 .3
C u sto m s  rev en u e 241 9 6 143 2 2 2 -4 0 .3 -5 9 .9 49 .1 55 .2
M in in g  ro y a ltie s 120 32 97 58 -9 .9 -7 3 .2 2 0 1 .7 -40 .2
P e tr o le u m  ro y a ltie s 24 1 80 92 1 2 5 4 -1 0 .3 -6 6 .6 14.8 1 2 6 3 .0
O th er  in c o m e 60 176 6 9 129 -8 5 .0 194.6 -6 1 .0 8 6 .9
Total expenditure 7  9 0 5 5 7 3 6 9  57 7 19 9 1 4 134 .5 -2 7 .4 6 6 .9 1 0 7 .9
P erso n a l serv ice s 1 4 4 8 1 2 5 3 2  0 1 2 1 2 2 0 -1 0 .5 -1 3 .4 6 0 .6 -3 9 .6
N o n -p e r s o n a l serv ices 181 80 117 142 35.1 -5 5 .6 4 6 .8 2 1 .4
M a ter ia ls  and s u p p lie s  
F ix ed  and financial
181 176 2 0 3 145 -5 5 .2 -2 .4 15.7 -2 8 .6
a sse ts 120 80 127 81 -55 .1 -33 .1 59 .9 -3 6 .2
P u b lic  d eb t 
T ra n sfers  and
4  586 2  76 3 635 35 3 1 0 3 5 .3 -3 9 .7 -7 7 .0 -4 4 .4
c o n tr ib u tio n s 36 2 4 9 8 5 2 1 2 141 -1 0 .4 3 5 .6 9 4 6 .6 -9 7 .3
O th er  e x p e n d itu r e 1 0 2 5 88 3 1 2 6 9 17 8 3 0 6 6 5 .6 -1 3 .8 4 3 .7 1 3 0 5 .0
Deficit 6  7 5 9 4  981 8 9 2 6 18 0 1 9 3 5 5 .8 -2 6 .3 7 9 .2 101.8




i i )  T h e  s e t t in g  o f  a p r e s u m p t i v e  p r o f i t  o f  3 0 %  o n  th e  s a le  p r ic e  o f  g o o d s  a n d  s e r v ic e s  for  
p u r p o s e s  o f  th e  p r o f it s  ta x ;
i i i )  T h e  c r e a t io n  o f  " tax  u n it s "  a s  a m e a n s  o f  m a k in g  a u t o m a t ic  a d j u s t m e n ts  fo r  w a g e - e a r n in g  
ta x p a y e r s .
T h e  e f fo r t  to  r e d u c e  p u b lic  s p e n d in g  w a s  m a in ly  c e n tr e d  o n  w a g e  p o l ic y ;  a ll u n it s  o f  th e  p u b lic  
s e c to r  w e r e  r e q u ir e d  to  f o l l o w  th e  o v e r a l l  g u id e l in e s  la id  d o w n  b y  th e  g o v e r n m e n t  a n d  th e r e f o r e  had  
to  a b a n d o n  th e  in d e p e n d e n t ly - d e v e l o p e d  p r o c e d u r e s  w h ic h  h a d  b e c o m e  s o  w id e s p r e a d  in  th e  r e c e n t  
p a s t .
P u b l ic  e n t e r p r i s e s '  b u d g e t s  w e r e  m a d e  s u b je c t  to  p e r io d ic  r e v ie w ;  t h e s e  c o m p a n ie s  w e r e  
p e r m it t e d  to  r a is e  th e  p r ic e s  a n d  c h a r g e s  fo r  th e  g o o d s  or  s e r v ic e s  t h e y  o f f e r e d  a n d  to  im p o r t  d ir e c t ly  
w h a t  t h e y  n e e d e d  for  th e ir  n o r m a l o p e r a t io n s .
A s  p a r t  o f  th e  e c o n o m ic  r e f o r m s  p r o m o t e d  b y  th e  n e w  g o v e r n m e n t  fr o m  S e p t e m b e r  o n w a r d s ,  
th e  w a g e s  o f  a ll e m p lo y e e s  in  g o v e r n m e n t  s e r v ic e  w e r e  f r o z e n  u n t il  th e  e n d  o f  th e  y e a r  a n d  a p o l ic y  o f  
r a t io n a l i z in g  S ta te  e n t e r p r i s e s  w a s  u n d e r t a k e n .  T h is  in v o l v e d  th e  d e c e n t r a l iz a t io n  o f  th e  tw o  la r g e s t  
e n t e r p r is e s :  th e  S ta te  m in in g  c o m p a n y  C O M IB O L  a n d  th e  S ta te  o il  c o m p a n y  Y P F B .
In  b o th  c a s e s ,  it  w a s  d e c id e d  th a t  th e  a s s e t s  o f  th e  n e w  c o m p a n ie s  w o u ld  b e  p r o v id e d  b y  th e  
p a r e n t  c o m p a n y 's  c o n t r ib u t io n s  to  e a c h  e n t e r p r is e ' s  g e o g r a p h ic a l  a rea  o f  o p e r a t io n s .  T h e  l ia b i l i t i e s  
w o u ld  b e  r e g a r d e d  a s  s p e n d in g  o b l i g a t io n s  o f  th e  p a r e n t  c o m p a n y  a n d  w o u ld  b e  p a id ,  a fter  th e ir  
r e s c h e d u l i n g ,  w i t h  th e  s u r p lu s e s  g e n e r a t e d  b y  th e  s u b s id ia r ie s .
I t  w a s  a ls o  d e c id e d  th a t  Y P F B  w o u ld  a d ju st  th e  d o m e s t ic  s a le  p r ic e  o f  g a s o l in e  to  th e  e q u iv a le n t  
o f  U S $  0 .3 0  p e r  l i t r e  t w ic e  a m o n t h ,  w h i le  th e  r e s p o n s ib i l i t y  for  m a r k e t in g  fu e l w a s  t r a n s fe r r e d  to  th e  
p r iv a t e  s e c to r . I t  w a s  a l s o  a g r e e d  th a t  t h is  c o m p a n y 's  in c o m e ,  in  b o t h  fo r e ig n  e x c h a n g e  an d  n a t io n a l  
c u r r e n c y ,  w o u ld  b e  d e p o s i t e d  d ir e c t ly  in t o  th e  C e n tr a l B a n k , w h ic h  w o u ld  t h e n  r e t a in  th e  c o r r e s p o n d ­
in g  ta x e s  a n d  r o y a lt ie s .  T h e  b a la n c e ,  in  n a t io n a l  c u r r e n c y , w o u ld  b e  p la c e d  a t th e  d is p o s a l  o f  th e  p a r e n t  
c o m p a n y  an d  its  s u b s id ia r ie s .
In  a d d i t io n ,  fo u r  S ta te  e n t e r p r is e s  w e r e  r e o r g a n iz e d .  T h e  n a t io n a l  s m e l t in g  c o m p a n y  E m p r e s a  
N a c io n a l  d e  F u n d ic io n e s  - (E N A F ) ,  a n d  th e  K a r a c h ip a m p a  m e t a l lu r g ic a l  c o m p le x  w e r e  tr a n s fe r r e d  to  
d e c e n t r a l iz e d  u n it s  o f  th e  C o r p o r a c ió n  M in e r a  B o l iv ia n a  (C O M IB O L ). T h e  n a t io n a l  a u t o m o t iv e  
t r a n s p o r t  c o m p a n y  ( E m p r e s a  N a c io n a l  d e  T r a n s p o r t e  A u t o m o t o r )  w a s  d e c e n t r a l iz e d  a t  th e  m u n ic i ­
p a l le v e l .  T h e  n a t io n a l  d e v e l o p m e n t  c o r p o r a t io n ,  C o r p o r a c ió n  B o l iv ia n a  d e  F o m e n t o  (C B F ), w a s  
t r a n s fe r r e d  to  th e  r e g io n a l  d e v e l o p m e n t  c o r p o r a t io n s  ( C o r p o r a c io n e s  R e g io n a le s  d e  D e s a r r o l l o ) ,  
e x c e p t  fo r  C B F 's s h a r e s  in  th e  n a t io n a l  e le c t r ic i t y  c o m p a n y ,  E m p r e s a  N a c io n a l  d e  E le c t r ic id a d  
( E N D E ) ,  w h ic h  r e m a in e d  in  th e  h a n d s  o f  t h e  S t a te .  In  a ll t h e s e  c a s e s ,  th e  c o m p a n ie s '  l ia b i l i t i e s  w e r e  
a s s u m e d  d ir e c t ly  b y  th e  N a t i o n a l  T r e a s u r y  a n d  th e ir  a s s e t s  w e r e  tr a n s fe r r e d  to  th e  n e w  m a n a g e m e n t  
u n its .
W h i l e  th e  a n n o u n c e d  fisc a l r e f o r m  w a s  a w a it e d ,  tw o  im p o r t a n t  ta x  p r o v i s io n s  w e r e  a p p r o v e d .  
T h e  f ir s t  r a is e d  th e  l e v e l  o f  r e b a te s  a n d  m o d if ie d  th e  c e i l in g  a p p lie d  in  c a lc u la t in g  th e  b a s ic  
d e d u c t io n s ,  a d ju s te d  th e  in c o m e  ta x  s c h e d u le s  a p p ly in g  to  in d iv id u a ls  ( f if th  c a t e g o r y )  an d  c r e a te d  a 
n e w  ta x  u n it  w h o s e  v a lu e  w a s  p e g g e d  to  th e  p r e v a i l in g  m in im u m  w a g e .
A l o n g  w i t h  th e  f o r e g o in g ,  a n e w  fo r m  o f  t a x a t io n  w a s  e s t a b l i s h e d  ( t h e  E m p r é s t i t o  F o r z o s o ,  or  
" m a n d a to r y  lo a n " )  a c c o r d in g  to  w h ic h  p e r s o n s  h o ld in g  rea l a s s e t s  m u s t  p a y  th e  S ta te  a c e r ta in  
p e r c e n t a g e  o f  th e  v a lu e  o f  th e ir  a s s e t s .  In  th e  c a s e  o f  rea l e s t a t e ,  th e  ta x  w a s  f ix e d  at 1%  o f  th e  
s e l f - d e t e r m in e d  v a lu e  o f  th e  p r o p e r ty .  D i f f e r e n t  r a te s  w e r e  s e t  fo r  th e  o th e r  t y p e s  o f  a s s e t s  (r u r a l  
p r o p e r t i e s ,  m in in g  l e a s e s ,  th e  a s s e t s  o f  p r iv a t e  c o m p a n ie s ,  r e c r e a t io n a l  v e h ic le s  a n d  p le a s u r e  c r a f t ) .  
A t  th e  e n d  o f  o n e  y e a r , th e  r e v e n u e  o b t a in e d  fr o m  t h is  c a p ita l  ta x  w o u ld  b e  p a id  b a ck  a t its  u p d a te d  
v a lu e .  In  t h o s e  c a s e s  w h e r e  th e  S ta te  d e c id e d  to  e x p r o p r ia t e  a s s e t s ,  th e  a m o u n t  o f  c o m p e n s a t i o n  to  b e  
p a id  w o u ld  b e  d e t e r m in e d  o n  th e  b a s is  o f  th e  o w n e r 's  o w n  a p p r a is a l  o f  th e ir  w o r th .  T h e  r e s o u r c e s  
o b t a in e d  in  t h is  w a y  w o u ld  b e  u s e d  to  f in a n c e  th e  S o c ia l  E m e r g e n c y  F u n d , w h ic h  w a s  s e t  up  to  a b s o r b  




1. R e c e n t e c o n o m ic  tre n d s : In tro d u c tio n  and  sum m ary
In 1985 th e  econom y o f  B razil ex panded  very vigorously and th e  gross dom estic  p ro d u c t increased by 
8.3 % • T h is  increase n o t only exceeded th e  average g ro w th  ra te  o f  7 %  p e r  year recorded  be tw een  1945 
and 1980, bu t also m ade it possib le  to  recover th e  p roduction  and incom e levels lost be tw een  1981 and 
1983- T h e  econom ic policy thus succeeded in  conso lida ting  th e  ex trao rd inary  ad justm en t o f  th e  
country to th e  sm a lle r vo lum e o f  ex te rn a l resources available. H ow ever, it did n o t succeed in  slow ing 
th e  rise  in  th e  p rice  index; on  th e  con tra ry , th e  index soared from  190%  to  alm ost 2 2 5 %  (see tab le  1).
U n lik e  w h a t had  occurred  th e  p rev ious year, w h en  th e  econom ic recovery w as su ppo rted  by th e  
increase in  ex p o rts , in  1985 th e  m ain  dynam ic factor w as dom estic  dem and, w hich  ro se  m ore  th an  
8% , as a resu lt o f  bo th  th e  sh a rp  ex p an sio n  o f  con su m p tio n  b ro u g h t on  by th e  increase in  real w ages 
and th e  la rger v o lum e o f  investm en ts . A ll b ranches o f  th e  industria l secto r expanded  significantly, 
w ith  th e  overall average being  o v er 8% . C om m erce , tra n sp o r t and com m un ications grew  at sim ila r 
rates. A gricu ltu re  ob ta ined  excellen t resu lts  in  w hea t, coffee and cocoa, and th e  rem a in in g  crops 
m a in ta in ed  th e  u n p ara lle led  p ro d u c tio n  levels reached  in  1984. M oreover, th e  reactiva tion  o f 
dom estic  dem an d  m ade it possib le  to  create  close to  2.1 m illion  new  jobs, so for th e  first tim e  in  recen t 
years, em p lo y m en t exceeded th e  dem and  created  by th e  annual increase in  th e  labour force. T h e  u rban  
u n em p lo y m en t ra te  th u s fell to  5 .3 % , th e  low est figure so far recorded  in  th e  p re se n t decade (see 
figure 1).
T he  ex te rn a l sector o f  th e  econom y did n o t show  th e  sam e dynam ism  as in  1984, w hen , for th e  
first tim e  in  17 years, a p o sitiv e  balance on  cu rren t account w as recorded and th e  trad e  su rp lus a lm ost 
treb led . In  fact, th e  value o f  ex p o rts  o f  goods and services and o f  im p o rts  fell by nearly 5% . T he 
decline in  ex te rn a l pu rchases, how ever, w as exclusively due to  th e  2 0 %  decline in  th e  value o f  fuel 
im ports . O n th e  o th e r  hand , spurred  by th e  dynam ism  o f  p roduction  activ ities and by th e  increase in  
co n su m p tio n , im p o rts  o f  cap ita l goods increased by 15%  and those  o f  consum er goods rose  by 13% . 
T he  p o o re r  p e rfo rm an ce  o f  ex p o rts  did not, how ever, lead to  g rea te r p ressu re  on  th e  country 's 
ex te rn a l liquidity since th e  trad e  su rp lus o f  U S$ 10.7 b illion  enabled  B razil to  pay all o f  th e  in te res t on 
its ex te rn a l debt, w h ile  its am o rtiza tio n  p ay m en ts  w ere  ro lled  over by its cred ito rs. T he  n e t inflow  o f 
ex te rn a l capita l w as m in im al, how ever. Indeed , as th e  ex te rn a l deb t w as no t ren eg o tia ted  w ith  foreign 
com m ercial banks and as th e  loans g ran ted  u n d er  th e  expanded  ag reem en t w ith  th e  In te rn a tio n a l 
M onetary  F und  w ere  suspended , th e  capita l account o f  th e  balance o f  p aym en ts  show ed a n et balance 
th a t w as 90 %  less th a n  in  1984 and w as equ ivalen t to no  m o re  th an  5% o f  th e  balance recorded  in  
1981.
In 1985, econom ic policy w as m arked  no t only by a change o f  g o v ern m en t, bu t also by an initial 
lack o f  clarity co n cern in g  th e  p rio rity  assigned  to  its p rin c ip a l objectives: g rea te r econom ic g row th , 
th e  ren e g o tia tio n  o f  th e  ex te rn a l debt, th e  re s tru c tu rin g  and financing  o f  th e  pub lic  sector, and 
co n tro llin g  inflation. In  fact, in th e  first econom ic team  o f  th e  new  g o v ern m en t, differences o f 
o p in io n s  arose over how  to tre a t th e  issue o f  th e  ad justm en t o f  th e  public secto r w ith in  th e  fram ew ork  
o f  th e  p ro p o sed  an ti-in fla tionary  policy, as w ell as over th e  cost th a t th is  m ig h t en ta il in  te rm s  o f  the  
g ro w th  o f  th e  product. T he  team  w hich  rep laced  th e  firs t one in  S ep tem ber, on  th e  o th e r  hand , gave 
clear p rio rity  to  m a in ta in in g  th e  g ro w th  ra te , co-ord inated  policy actions w ith  th e  aim  o f  p rev e n tin g  
infla tionary  p ressu res  from  w o rsen in g  and decided on  fiscal and m onetary  m easu res  to  con tro l th e  
public deficit.
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2. Trends in economic activity
a) Total supply and demand
While the gross domestic product increased somewhat more than 8%, the volume of purchases 
abroad declined for the fifth consecutive year. As a result, the import coefficient barely exceeded 6%, 
which was equivalent to just slightly more than half of the coefficient recorded in 1980 (see table 2). 
This severe contraction reflected the magnitude of the adjustment made by the Brazilian economy 
during this decade. The dimension and cost of the adjustment process was also revealed in the
Table 1
BRAZIL: MAIN ECONOMIC INDICATORS
1979 1980 1981 1982 1983 1984 1985"
A. Basic economic indicators
Gross domestic product at market 
prices (index: 1980 = 100) 92.7 100.0 98.0 99.5 96.9 101.6 109.9
Gross national income 93.9 100.0 95.6 95.3 92.7 97.7 105.6
Population (millions of inhabitants) 118.5 121.3 124.1 126.9 129.8 132.7 135.6
Per capita gross domestic product 
(index: 1980 = 100) 94.9 100.0 95.8 95.1 90.5 92.9 98.4
Growth rates
B. Short-run economic indicators
Gross domestic product 7.3 7.9 -1.9 1.5 -2.6 4.9 8.3
Per capita gross domestic product 4.9 5.4 -4.1 -0.8 -4.7 2.6 6.0
Gross national income 6.5 6.5 -4.4 -0.3 -2.7 5.5 8.1
Unemployment rate 6.3 7.9 6.3 6.7 7.1 5.3
Consumer pricesc
December to December 94.6 92.7 103.3 164.4 208.9 233.7
Variation between annual averages 94.6 98.6 100.4 133.2 188.8 223.5
Wages 57.7 92.5 117.1 112.6 117.7 199.6 248.1
Money 73.6 70.2 74.7 69.7 92.0 203.5 307.6
Current income of government 46.0 139.2 85.4 104.2 145.5 198.1 298.0
Current value of exports of goods 
and services 22.3 30.8 16.8 -13.9 7.5 22.7 -4 .9
Current value of imports of goods 
and services 31.7 27.9 -2.1 -9.0 -21.1 -9.8 -4.4
Terms of trade (goods and services) -7.8 -16.5 -13.8 -7.3 -4.1 10.1 -5.5
M il l io n s  o f  d o l la r s
C. External sector
Trade balance (goods and services) -5  0 1 9 -5  9 3 5 -1  6 7 7 -2 795 4 079 11 3 6 7  10 7 4 0
Net payment of profits and interest -5  461 -7 032 -10 273 -13 495 11 012 •1 1 4 8 2 -11 540
Balance on current account -10 482 ■12 848 -11 760 -16 314 -6 842 4 3 - 6 5 0
Balance on capital account 7 5 8 2 9 3 7 9 12 3 8 1 11 1 1 9 4 943 5 3 6 7 6 6 4
Variation in net international 
reserves -2  8 6  0 -3  3 2 2 7 4 7 -4  1 5 7 -1  2 1 4 6 1 0 5 -1 4
Total external debt' 71  8 7 8 83  2 0 5 9 1  3 6 2 9 9  765 9 9  6 4 8
Source: ECLAC, on the basis of official data.
"Preliminary figures. AWeighted average of the rates in the main metropolitan regions. ’Extended national consumer price 
•indexes. Average nominal wage in industry. ’Registered and unregistered.
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Source: ECLA C, on the  basis o f official data.
aA nnual grow th rate. a Average annual rates in  th e  m e tro p o litan  areas o f  Rio de Janeiro ,
Säo Paulo, Belo H orizonte, P o rto  A legre, Salvador and Recife. cP ercen tag e  v a ria tio n  from  D ecem ber
to  D ecem ber. Up to  1979, th is  corresponds to  the  consum er price index fo r R io de Jan e iro ; as from  1980, 
to  th e  consum er price index fo r th e  w hole coun try .
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Figure 1 (concluded)
ABillions o f  dollars. eIncludes the to ta l m edium - and long-term  debt plus the short-term  debts
w ith financial in stitu tio n s repo rting  to the Bank for In te rn a tio n a l S ettlem ents. 1984 and 1985 on 
the basis o f  official data. P ercen tag es .
i n c r e a s e  i n  t h e  e x p o r t  c o e f f i c i e n t  — f r o m  l e s s  t h a n  9 %  i n  1 9 8 0  t o  c lo s e  t o  1 3 %  i n  1 9 8 5 —  a n d ,  a b o v e  
a l l ,  i n  t h e  v e r y  c o n s i d e r a b l e  v o l u m e  o f  t h e  r e a l  t r a n s f e r  o f  r e s o u r c e s  a b r o a d  — w h i c h  i n  1 9 8 5  e q u a l l e d  
6 . 5 %  o f  t h e  g r o s s  d o m e s t i c  p r o d u c t  ( s e e  t a b l e  2 ) .
A l l  t h e  c o m p o n e n t s  o f  d o m e s t i c  d e m a n d  s h o w e d  s i g n i f i c a n t  i n c r e a s e s .  T h e  i n c r e a s e  i n  g r o s s  
f i x e d  i n v e s t m e n t  w a s  p a r t i c u l a r l y  s h a r p :  i t  g r e w  a l m o s t  1 2 %  a s  a  r e s u l t  o f  t h e  r e c o v e r y  i n  c iv i l  
c o n s t r u c t i o n  a n d  t h e  i n c r e a s e  i n  t h e  p u r c h a s e  o f  c a p i t a l  g o o d s  b y  t h e  o t h e r  s e c t o r s .  H o w e v e r ,  t h e  
c o e f f i c i e n t  o f  g r o s s  f i x e d  i n v e s t m e n t  ( 1 6 % )  w a s  s t i l l  m u c h  l o w e r  t h a n  t h e  2 6 . 5 %  a v e r a g e  r e a c h e d  
d u r i n g  t h e  1 9 7 0 s . C o n s u m p t i o n  i n c r e a s e d  b y  7 . 5 % ,  d u e  t o  t h e  i m p r o v e m e n t  i n  b o t h  e m p l o y m e n t  a n d  
r e a l  w a g e s .
b) T h e  m a in  p r o d u c tio n  s e c to rs
I n  1 9 8 5 ,  t h e  p r o d u c t i o n  o f  g o o d s  i n c r e a s e d  b y  a l m o s t  9 % ,  t h u s  e x c e e d i n g  t h e  l e v e l s  a c h i e v e d  i n  
1 9 8 0  f o r  t h e  f i r s t  t i m e  i n  t h e  d e c a d e .  T h i s  i n c r e a s e  w a s  t h e  r e s u l t  n o t  o n ly  o f  t h e  s u s t a i n e d  d y n a m i s m  
o f  m i n i n g  p r o d u c t i o n  b u t  a l s o  o f  t h e  e x c e l l e n t  p e r f o r m a n c e  o f  t h e  c r o p - f a r m i n g  s e c to r ,  t h e  r e c o v e r y
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Table 2
BRAZIL: TOTAL SUPPLY AND DEMAND
In d ex es 1980 =  100 P e rc e n ta g e
breakdown
G ro w th  ra te s
1983 1984 1985° 1980 1985° 1982 1983 1984 1985”
Total supply 93 .3 9 7 .2 104.5 111.1 106.1 0.4 -3 .9  4 .2 7.5
G ro ss  d o m estic  p ro d u c t 
a t m a rk e t p rices 
Im p o rts  o f  goo d s and
97.0 101.7 110.2 100.0 100.0 1.5 -2.6 4 .9 8.3
se rv ices 65.5 62.3 60.0 11.1 6.1 -9.7 -18.1 -4.8 -3.7
Total demand 93 .3 97 .2 104.5 l l l . l 106.1 0.4 -3 .9  4 .2 7.5
D o m e s tic  d em an d 90.5 92.8 100.4 102.4 93.5 1.4 -5.9 2.5 8.2
G ro ss  d o m e s tic  in v e s tm e n t 22.5
G ro ss  fixed in v e s tm e n t 69.3 72.5 81.0 21.8 16.0 -4.0 -18.0  4.7 11.7
C o n s tru c tio n 81.6 82.7 92.0 12.5 10.4 0.2 -15.0 1.3 11.3
M a ch in e ry 52.6 58.8 66.1 9.3 5.6 -11.0 -23.7 11.7 12.5
C h a n g es in  s to c k s ' 0.8
T o ta l c o n su m p tio n  
E x p o rts  o f  g o o d s and
96.3 98.4 105.7 79.8 77.4 2.7 -3.1 2.1 7.5
se rv ices 131.2 154.6 158.3 8.8 12.6 -7.9 16.4 17.8 2.4
Source: HCLAC, on the basis of figures supplied by the National Accounts Centre of the Getulio Vargas Foundation.
"Preliminary figures. The figures on exports and imports of g(x>ds and services were taken from balance-of-payments data expressed in
dollars at current prices, which were converted to constant 1980 values using price indexes calculated by liCLAC for the 
purpose. 'Changes in stocks are included in total consumption.
o f  c o n s t r u c t i o n  a n d  t h e  i n c r e a s e  i n  m a n u f a c t u r i n g  o u t p u t  w h i c h ,  a s s i s t e d  b y  t h e  f a v o u r a b l e  e v o l u t i o n  
o f  t h e  d o m e s t i c  m a r k e t ,  f in a l ly  m a n a g e d  t o  r e g a i n  t h e  l e v e l  i t  h a d  a c h i e v e d  b e f o r e  t h e  c r i s i s  ( s e e  
t a b l e  3 ) .
T h e  g r o w t h  o f  b a s i c  s e r v i c e s  w a s  a g a i n  m o r e  d y n a m i c  t h a n  t h e  g r o w t h  o f  t h e  p r o d u c t i o n  o f  
g o o d s ,  w h i l e  a c t i v i t y  i n  t h e  o t h e r  s e r v i c e s  e x p a n d e d  b y  7 % .  A m o n g  t h e s e ,  c o m m e r c e  i n c r e a s e d  b y  
a l m o s t  9 % ,  s p u r r e d  b y  t h e  r i s e  i n  t h e  p o p u l a t i o n 's  p u r c h a s i n g  p o w e r .  T h e  g r e a t e r  a v a i l a b i l i t y  o f  
i n d e x e d  i n s t r u m e n t s ,  w i t h i n  a  c o n t e x t  o f  h i g h  a n d  r i s i n g  i n f l a t i o n ,  a s  w e l l  a s  t h e  i n c r e a s e  i n  t h e  le v e l  
o f  a c t i v i t y ,  e n a b l e d  t h e  p r o d u c t  o f  t h e  f i n a n c i a l  s e c t o r  t o  e x p a n d  b y  a l m o s t  7 % .
i )  T h e  a g r i c u l t u r a l  s e c t o r .  D e s p i t e  t h e  o n ly  m o d e r a t e  p e r f o r m a n c e  o f  t h e  l i v e s t o c k  s u b s e c t o r ,  
t h e r e  w a s  e x c e p t i o n a l  g r o w t h  i n  a g r i c u l t u r a l  p r o d u c t i o n  i n  1 9 8 5 . I n  f a c t ,  i t s  e x p a n s i o n  o f  c lo s e  t o  9 %  
d o u b l e d  i t s  p a s t  g r o w t h  r a t e  ( s e e  t a b l e  4 ) .  T h i s  r e s u l t  w a s  o b t a i n e d  d e s p i t e  t h e  f e a r s  h a r b o u r e d  a s  a  
r e s u l t  o f  t h e  r a d i c a l  c h a n g e  i n  c r o p - f a r m i n g  p o l ic y  d u r i n g  t h e  s o w i n g  s e a s o n  c o r r e s p o n d i n g  t o  t h e  
c r o p  y e a r  1 9 8 4 / 1 9 8 5 . '  I n  a d d i t i o n  t o  t h e  p o s s i b l e  e f f e c t s  o f  t h o s e  c h a n g e s ,  o t h e r  f a c t o r s  w e r e  t h e  
c o n s e q u e n c e s  o f  a  s t i l l - d e p r e s s e d  d o m e s t i c  m a r k e t  a s  w e l l  a s  t h e  d e t e r i o r a t i o n  o f  e x t e r n a l  p r i c e s  a n d  
t h e  d e c r e a s e d  u s e  o f  s o m e  m o d e r n  i n p u t s  o f  m a j o r  i m p o r t a n c e  i n  a g r i c u l t u r e  ( a s  a  r e s u l t  o f  w h i c h  
l o w e r  y i e l d s  w e r e  e x p e c t e d ) .
D e s p i t e  t h e s e  f e a r s ,  h a r v e s t s  i n  t h e  1 9 8 4 / 1 9 8 5  c r o p  y e a r  w e r e  t h e  b e s t  i n  a  l o n g  t i m e .  T o  a  l a r g e  
e x t e n t  t h i s  r e s u l t  w a s  d u e  t o  t h e  e x t r e m e l y  f a v o u r a b l e  c l i m a t i c  c o n d i t i o n s  w h i c h  p r e v a i l e d  i n  t h e  
c e n t r a l  s o u t h e r n  r e g i o n .  T h e  n e w  m i n i m u m  p r i c i n g  p o l i c y  a l s o  h a d  a  f a v o u r a b l e  im p a c t .  I t  a p p a r e n t l y  
o f f s e t  t h e  n e g a t i v e  e f f e c t s  t h a t  w e r e  t o  b e  e x p e c t e d  f r o m  t h e  d e c l i n e  i n  t h e  a v a i l a b i l i t y  o f  l o a n s  f o r  
a g r i c u l t u r e .  1
1 These changes included a substantial ratio of the credit supply —which traditionally had been very abundant— and the institut ion of a 
relatively broad system of minimum price guarantees for a large number of products.
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T h e  w h e a t  h a r v e s t  ( a l m o s t  1 2 0 %  h i g h e r  t h a n  i n  t h e  p r e c e d i n g  c r o p  y e a r )  w a s  t h e  l a r g e s t  e v e r  
o b t a i n e d  i n  t h e  c o u n t r y .  T h e  c o f f e e  h a r v e s t  a p p r o a c h e d  3 .8  m i l l i o n  t o n s ,  w h i c h  w a s  4 0 %  m o r e  t h a n  i n  
1 9 8 4  a n d  v e r y  s a t i s f a c t o r y  i n  t e r m s  o f  p a s t  p e r f o r m a n c e .  T h e  c o t t o n ,  p e a n u t ,  c o c o a ,  s o y a  a n d  o r a n g e  
h a r v e s t s  a l s o  r e c o r d e d  s i g n i f i c a n t  i n c r e a s e s  a n d  u n p r e c e d e n t e d  l e v e l s .  F o r  i t s  p a r t ,  t h e  s u g a r - c a n e  
h a r v e s t  i n c r e a s e d  c o n s i d e r a b l y  f o r  t h e  f i f th  c o n s e c u t i v e  y e a r  a n d  b o r d e r e d  o n  2 5 0  m i l l i o n  t o n s .  
F u r t h e r m o r e ,  p r o d u c t i v i t y  i n c r e a s e s  w e r e  a c h i e v e d  i n  a l l  t h e s e  c r o p s ,  f o r e m o s t  a m o n g  w h i c h  w e r e  
t h o s e  o b t a i n e d  i n  t h e  c u l t i v a t i o n  o f  g r a i n s ,  r i c e ,  s o y a ,  c o c o a ,  c o f f e e  a n d  c a s t o r - o i l  b e a n s .
T h e  c r o p s  l i n k e d  t o  t h e  e x t e r n a l  m a r k e t  o n c e  a g a i n  p e r f o r m e d  b e t t e r  t h a n  t h o s e  g e a r e d  
p r i m a r i l y  t o  t h e  d o m e s t i c  m a r k e t ,  s o  t h e  p a t t e r n  o f  p e r f o r m a n c e  o b s e r v e d  i n  r e c e n t  y e a r s  w a s  f u r t h e r  
c o n s o l i d a t e d .  A c c o r d i n g l y ,  t h e  a r e a  c u l t i v a t e d  w i t h  e x p o r t a b l e  p r o d u c t s  e x p a n d e d  b y  6 . 6 % ,  w h i c h  f a r  
e x c e e d e d  t h e  i n c r e a s e  i n  t h e  a r e a  d e v o t e d  t o  t h e  p r o d u c t i o n  o f  i n d u s t r i a l  c r o p s  ( 2 . 1 % )  a n d  b a s i c  f o o d s  
( 2 . 6 % ) .  I f  w h e a t ,  w h o s e  p e r f o r m a n c e  w a s  e x c e p t i o n a l ,  i s  e x c l u d e d  f r o m  t h e  c o m p a r i s o n ,  h o w e v e r ,  
t h e  l a n d  a r e a  u s e d  f o r  b a s i c  f o o d  c r o p s  s h o w s  a  d e c l i n e  o f  4 % .  C o n s e q u e n t l y ,  t h e  d o w n w a r d  t r e n d ,  
w h i c h  h a d  b e g u n  i n  1 9 8 0 , i n  t h e  d o m e s t i c  s u p p l y  o f  f o o d s  f o r  h u m a n  c o n s u m p t i o n  c o n t i n u e d  i n  1 9 8 5 .
i i)  M i n i n g .  A f t e r  s h o w i n g  e x t r a o r d i n a r y  g r o w t h  i n  t h e  p r e v i o u s  t w o  y e a r s ,  m i n i n g  p r o d u c t i o n  
i n c r e a s e d  b y  1 1 . 5 %  i n  1 9 8 5 . T h i s  e x p a n s i o n  w a s  o n c e  a g a i n  i n f l u e n c e d  b y  t h e  c o n s i d e r a b l e  i n c r e a s e  in  
p e t r o l e u m  p r o d u c t i o n  — w h i c h  r o s e  b y  1 8 % ,  a f t e r  h a v i n g  d o u b l e d  d u r i n g  t h e  t h r e e  p r e c e d i n g  y e a r s —  
a n d  b y  t h e  g r o w t h  i n  n a t u r a l  g a s  p r o d u c t i o n  — w h i c h  i n c r e a s e d  b y  1 2 % ,  t h u s  m o r e  t h a n  d o u b l i n g  t h e  
l e v e l  r e c o r d e d  f o u r  y e a r s  e a r l i e r  ( s e e  t a b l e  5 ) .  T h i s  h i g h l y  s a t i s f a c t o r y  p e r f o r m a n c e  w a s  d u e  b a s ic a l ly  
t o  o f f s h o r e  p r o d u c t i o n ,  w h i c h  a c c o u n t e d  f o r  a r o u n d  6 0 %  o f  B r a z i l 's  p e t r o l e u m  a n d  n a t u r a l  g a s  
o u t p u t .
T a b le  3
BRAZIL: GROSS DOMESTIC PRODUCT, BY KIND OF 
ECONOMIC ACTIVITY”
In d ex es  1980 ==  ̂ 100
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985* 1980 1985* 1982 1983 1984 1985*
G ro s s  d o m e s tic  p ro d u c t 97 .0 101.7 110.2 100.0 100.0 1.5 -2 .6 4 .9 8.3
G o o d s 92 .9 98 .0 106.7 4 7 .3 4 5 .8 -0.5 -4 .2 5.5 8.8
A g ric u ltu re 106.2 110.9 120.7 13.1 14.3 -2.4 2.3 4 .4 8.8
M in in g 122.5 156.0 173.9 0.7 1.1 6.7 14.5 27.3 11.5
M a n u fac tu rin g 88.0 93.3 101.1 28 .7 26.4 0.2 -6.2 6.0 8.4
C o n s tru c tio n 81.7 83.2 92.6 4 .8 4.0 0.2 -14.9 1.9 11.3
B a sic  se rv ices 109.0 117.8 128.8 6.6 7.7 5.8 2.0 8.1 9.3
E le c tric ity , gas and  w a te r  
T ra n s p o r t ,  s to rag e  and
118.6 133.2 146.8 1.6 2.1 6.4 7.8 12.3 10.2
c o m m u n ic a tio n s 106.0 113.0 123.2 5.0 5.6 5.6 0.1 6.6 9.0
O th e r  se rv ices 101.1 104.3 111.6 51.1 51.8 1.7 -1 .3 3.2 7.0
C o m m erce , r e s ta u ra n ts  and  h o te ls  
F in an c ia l in s t i tu t io n s , 
in su ra n c e , real e s ta te  and
94 .8 98.2 106.8 20.0 19.4 1.0 -3.5 3.6 8.7
b u sin e ss  se rv ices 111.7 114.6 122.3 15.3 16.9 3.7 1.8 2.6 6.7
O w n e rsh ip  o f  d w ellin g s 
C o m m u n ity , social and  p e rso n a l
107.2 108.9 8.4 3.0 0.1 1.6
serv ices 98.7 102.1 15.9 0.4 -1.8 3.5
G o v e rn m e n t serv ices 102.8 105.6 109.0 6.2 6.1 2.6 0.1 2.7 3.2
A d ju s tm e n t for b a n k in g  serv ices 122.4 113.6 -5.0 -5.3 -7.2 1.3 -1.2
Source: ECLAC, on the basis of figures supplied by the National Accounts Centre of the Getulio Vargas Foundation. 




BRAZIL: INDICATORS OF AGRICULTURAL PRODUCTION
Growth rates
1982 1983 1984 1985"
1981 1982 1983 1984 1985°
Index o f the agricultural
product (1970 = 100) 177.9 181.8 189.9 206.6 6.8 -2.5 2.2 4.3 8.8
Production of main crops
(thousands of tons)
For export
Coffee beans 1 854 3 331 2 679 3 753 91.5 -54.4 79.7 -18.8 40.1
Soya 12 835 14 582 15 536 18 278 -1.0 -14.5 13.6 6.5 17.7
Oranges 57 939 58 661 64 613 70 996 4.6 1.7 1.2 14.0 9.9
Sugar cane 186 392 216 534 222 716 245 904 4.9 19.5 16.2 11.5 10.4
Cocoa 364 380 345 419 5.3 8.3 4.6 -8.9 21.5
Tobacco 422 395 415 411 -1.9 15.6 -6.2 5.1 -1.0
Cotton 1935 1 599 2 158 2 836 3.5 11.7 -17.1 35.1 31.4
Peanuts 317 284 247 339 -26.5 -10.7 -10.4 -13.7 37.3
Castor beans 192 172 225 416 3.9 -34.2 -10.8 30.8 84.9
For domestic 
consumption
Rice 9 716 7 741 9 022 9 019 -15.8 18.1 -20.3 16.6 -
Beans 2 906 1 587 2 614 2 547 18.9 24.1 -45.4 65.2 -2.6
Maize 21 865 18 744 21 174 22 017 3.6 3.5 -14.4 13.0 4.0
Cassava 24 009 21 568 21 289 23 073 5.7 -3.2 -10.2 -1.4 8.4
Potatoes 2 148 1 818 2 172 1989 -1.5 12.3 -15.3 21.6 -8.4
Tomatoes 1 737 1 552 1 820 1932 -5.4 19.6 -10.7 15.4 6.2
W heat 1 849 2 236 1 956 4.247 -18.2 -16.3 20.9 -18.2 117.1
Selected livestock 
production
(thousands o f tons)
Beef 2 393 2 441 2 096 2 136 1.2 12.9 2.0 -10.3 1.9
Pork 622 654 559 558 1.1 -12.0 5.1 -12.2 -
Poultry meat 1 170 1 218 1 372 1 500 13.9 12.4 4.1 -7.7 9.3
Milk 10 366 10 729 8 010 7 865 8.3 -3.8 3.5 -25.3 -1.8
Source: IBGE, Levantamento sistemático de produçao agrícola. 
"Preliminary figures.
T he ex trac tio n  o f  iron  ore increased by a lm ost 9% , thus conso lida ting  th e  recovery seen th e  
p rev io u s  year. T h is w as a consequence o f  th e  la rger vo lum e ex p o rted  and th e  increase in  iron  and steel 
p ro d u c tio n , w h ich  am oun ted  to  20 m illion  tons o f  steel ingots.
iii) M anufacturing . A fter a p a rtia l recovery in  1984 from  its sh a rp  con trac tion  d u ring  th e  period  
1981-1983, m an u fac tu rin g  p ro d u c tio n  increased by 8% in 1985. In co n trast to  w h a t had occurred  th e  
p rev io u s  year, th e  dynam ism  o f  th e  sec to r w as principally  sustained  by th e  increase in  dom estic 
d em and  ra th e r  th a n  an exp an sio n  o f  exports. F u rth e rm o re , although  th e  ra te  o f  g ro w th  varied , it took 
place in  all b ranches o f  th e  in dustria l sector ra th e r  th a n  only som e, as had  occurred in 1984 (see 
tab le  6).
D u rin g  th e  first quarte r, industria l exp an sio n  con tinued  to  stem  p rim arily  from  th e  p u sh  o f  
ex te rn a l dem and. B e g in n in g  in  A pril, industria l g ro w th  ra te s  slow ed considerably because o f  th e  loss
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of dynamism in external demand and widespread domestic strikes.2 The production of capital goods 
and consumer durables and, in particular, the putput of the automobile industry were the most 
affected. However, during the second half of the year industrial output once again expanded at a 
considerable rate due to the recovery of domestic demand, which began to be the main driving force of 
growth. This was primarily manifested in more purchases of durable consumer goods and in a strong 
demand for capital goods as investment in various sectors was resumed. In fact, during the second half 
of the year, the output of consumer durables grew by 26% and output of capital goods by more than 
15% compared with the same period of the preceding year. The production of intermediate goods 
increased by almost 5% during the year, thereby creating a picture of generalized growth in all 
branches of the industrial sector (see tables 6, 7 and 8).
However, because of the low levels of investment in the manufacturing sector in recent years 
and the marked upswing in the growth of production during the biennium 1984-1985, installed 
capacity in various branches of industry was on the verge of being used up by the end of 1985.
iv) Energy. The final consumption of commercial energy increased by 6.5 % in 1985, which was 
a slightly lower rate than the one recorded the previous year. The consumption of petroleum products 
rose for the first time in five years due to a 5 % increase in diesel-oil consumption. On the other hand, 
gasoline continued to decline in importance as a source of energy because of the deliberate efforts 
made to substitute other products for it; this also explains the considerable and sustained growth of 
alcohol fuel consumption (see table 9).
Electricity consumption increased by around 10%, which was similar to the average rate 
recorded for the two previous years and was further evidence of the energy substitution process. 
Electricity provided 46% of the energy consumed by the country in 1985, compared with somewhat 
less than 41 % in 1982 and with only 16% in 1973. Industrial consumption of electricity increased by 
14%, mainly because the rates were subsidized, and this provided an incentive to use electricity 
instead of fuel oil. Residential and commercial consumption, on the other hand, increased by only 5 %, 
which was much less than in the past, due to the increase in the rates charged.
Table 5
BRAZIL: INDICATORS OF MINING PRODUCTION
1981 1982 1983 1984 1985°
Growth rates
1981 1982 1983 1984 1985”
Index of mining
production (1970= 100) 187.7 200.2 229-2 291.7 325.2 0.2 6.7 14.5 27.3 11.5
Production of some
important minerals 
(thousands of tons) 
Petroleum 12.4 15.1 19.1 26.8 31.7 17.3 21.8 26.9 40.2 18.3
Natural gasc 2.5 3.0 4.0 4.9 5.5 13.1 21.3 32.5 22.2 12.2
Coal 17.4 19.2 21.4 22.8 24.6 8.8 10.0 11.7 6.5 7.7
Iron ore 99.5 93.9 89.2 113.0 123.0 -13.2 -5.6 -5.0 26.7 8.8
Bauxite 4.7 4.2 50 -0.7 -9.9 19.0
Nickel 0.5 0.9 12 -1.5 80.6 36.3
Manganese 3.0 2.9 2.8 2.7 2.4 12.5 -5.3 -2.9 -5.0 -11.1
Source: Brazilian Geographical and Statistical Institute (IBGE), National Petroleum Council, National Department of Mining Production and 
Central Bank of Brazil.
'Preliminary figures. hMillions of cubic metres. ' Billions of cubic metres.




BRAZIL: INDICATORS OF MANUFACTURING PRODUCTION
In d e x e s"  (1981 =  100) G ro w th  ra te s
1982 1983 1984 1985 1982 1983 1984 1985
M a n u fa c tu r in g  p r o d u c t io n 99 .7 9 3 .8 99 .4 107.4 -0 .3 -6 .3 6 .0 8.0
C a te g o r ie s  o f  g o o d s
C ap ita l goo d s 86.8 69.9 78.9 87.9 -13.2 -19.8 12.8 11.4
In te rm e d ia te  goo d s 102.5 99.6 109.4 117.3 2.5 -2.8 9.8 4.7
C o n su m e r  du rab les 107.7 104.1 99.5 114.8 7.7 -3.3 -4.4 15.4
C o n su m e r  n o n -d u ra b le s 102.0 96.9 98.0 105.5 2.0 -5.1 1.2 7.7
In d u s try
F oodstu ffs 101.1 105.3 104.4 103.5 1.1 4.2 -0.9 0.9
B e v erag e s 99.6 90.0 90.1 104.0 -3.4 -6.8 0.1 15.4
T obacco 101.9 99.0 9 9 6 108.2 1.9 -2 .9 0.6 8.6
T ex tile s 104.6 94.4 91.3 102.9 4 .6 -9.3 -3.2 12.7
C lo th in g 103.6 92.9 95.8 99.1 3.6 -10.3 3.1 3.4
P a p e r  and p a p e rb o a rd 107.2 110.3 117.4 123.4 7.2 2.9 6.4 5.1
P e tro le u m  p ro d u c ts 102.8 98.6 105.7 106.1 2.8 -4.1 7.3 0.4
O th e r  chem ica ls 112.5 104.9 115.0 127.6 12.5 -6.8 9.6 11.0
P h a rm a c e u tic a ls 100.2 94.6 102.9 107.8 0.2 -5 .6 8.8 4 .8
P e rfu m e ry , so a p s and cand les 103.3 102.3 101.5 114.0 3.3 -1.0 -0.7 12.3
R u b b e r 93.4 93.7 105.5 113.2 -6.6 0.4 12.6 7.3
P las tic  a rtic le s 109.2 97 .3 98.5 109.8 9.2 -10.9 1.3 11.5
N o n -m e ta ll ic  m in e ra ls 97.5 82.0 82.5 87.7 -2.5 -15.9 0.6 6.3
M e ta llu rg y 97 .9 96.6 109.4 117.4 -2.1 -1.3 13.3 7.3
M ach in ery 84.4 76.0 87.1 92.0 -15.6 -9.9 14.5 5.6
E lec trica l e q u ip m e n t 101.7 89.2 92.3 111.8 1.7 -15.3 3.5 21.1
T ra n s p o r t  e q u ip m e n t 95.8 87.3 94.7 108.1 -4.2 -8 .9 8.4 14.1
O th e r  in d ic a to r s  o f  
m a n u fa c tu r in g  p r o d u c t io n
In d u s tr ia l c o n su m p tio n  o f  e lectric ity* 63.9 68.0 80.3 91.1 4 .6 6.4 18.2 13.5
E m p lo y m e n t 95.1 88.1 85.9 87.0 -6.7 -6.8 -2.2 1.3
Source: Brazilian Geographical and Statistical Institute (IBGE).
"The indexes were calculated on the basis of figures at constant 1978 prices. ’includes mining. ’Billions of kWh consumed by the 
manufacturing sector, ’’indexes: 1976 = 100.
I n  1 9 8 5 ,  t h e  f i r s t  n u c l e a r  p l a n t  i n  B r a z i l ,  A n g r a  I ,  b e g a n  o p e r a t i o n .  T h e  p l a n t ,  w h i c h  t o o k  12  
y e a r s  t o  b u i l d  a n d  w h i c h  r e q u i r e d  a n  i n v e s t m e n t  o n  t h e  o r d e r  o f  U S $  1.8 b i l l i o n ,  h a s  a  g e n e r a t i n g  
c a p a c i ty  o f  6 2 6  0 0 0  k i l o w a t t s .
T h e  B r a z i l i a n  p e t r o l e u m  c o m p a n y  (P E T R O B R A S ) i n c r e a s e d  i t s  p r o d u c t i o n  o f  c r u d e  b y  1 8 % .  T h e  
p r o v e n  r e s e r v e s  o f  t h e  c o u n t r y  e x c e e d e d  2 .1  b i l l i o n  b a r r e l s ,  a  f i g u r e  w h i c h  w a s  s o m e  7 0  m i l l i o n  h i g h e r  
t h a n  t h a t  o f  t h e  p r e v i o u s  y e a r . 3
c )  E m p l o y m e n t  a n d  u n e m p l o y m e n t
T h e  e v o l u t i o n  o f  e m p l o y m e n t  w a s  f a v o u r a b l e  i n  1 9 8 5 . F o r  t h e  f i r s t  t i m e  i n  r e c e n t  y e a r s ,  t h e  
e c o n o m i c  s e c t o r s  c r e a t e d  e n o u g h  j o b s  t o  m e e t  t h e  i n c r e a s e  i n  t h e  e c o n o m i c a l l y  a c t i v e  p o p u l a t i o n  a n d
’Proven reserves are expected to double in the near future because of the discovery of large quantities of petroleum in deep-water areas of 
the Bahia de Campos in the State of Rio de Janeiro.
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t o  a b s o r b  p a r t  o f  t h e  l a b o u r  f o r c e  w h i c h  h a d  b e c o m e  u n e m p l o y e d  d u r i n g  t h e  r e c e s s i o n .  A s  a  r e s u l t  o f  
t h i s ,  t h e  u n e m p l o y m e n t  r a t e  i n  t h e  m a j o r  u r b a n  c e n t r e s  s h o w e d  a  s u b s t a n t i a l  d e c l i n e ,  f a l l i n g  t o  i ts  
l o w e s t  l e v e l  ( 5 . 3 % )  i n  t h e  e n t i r e  d e c a d e  a n d  t o  2 5  %  l e s s  t h a n  i n  1 9 8 4 . F u r t h e r m o r e ,  d u r i n g  t h e  c o u r s e  
o f  t h e  y e a r  t h e  u n e m p l o y m e n t  r a t e  s h o w e d  a  c l e a r ly  d o w n w a r d  t r e n d  a n d  i n  t h e  l a s t  q u a r t e r  i t  f e l l  t o  
3 . 8 % ,  w h i c h  w a s  t h e  l o w e s t  f i g u r e  e v e r  r e c o r d e d  i n  t h e  c o u n t r y  ( s e e  t a b l e  1 0 ) .
T a b le  7
BRAZIL: MOTOR VEHICLE PRODUCTION
T h o u sa n d s  o f  u n its  G ro w th  ra tes
1981 1982 1983 1984 1985 1981 1982 1983 1984 1985
M o to r  v e h ic le s 780 860 896 865 967 -33.1 10.1 4.3 -0 .1 18.5
A u to m o b ile s  
L ig h t tru ck s and
4 0 6 475 576 538 759 -32.4 16.9 21.3 -6.8 40.5
u tility  v eh ic les 285 328 278 272 134 -36.6 15.9 -15.1 2.2 -28.7
T ruck s 76 47 36 49 65 -25.5 -38.2 -24.0 36.1 32.7
B uses 13 10 6 7 8 -7.4 -26.2 -36.9 16.7 14.3
V e h ic le s  fueled  by  a lc o h o l"  
E x p o rts  o f
132 238 592 561 642 -48.2 80 .6 149.1 -5.1 18.7
v eh ic le s 213 173 169 196 2 0 8 35.4 -18.5 -2.7 16.4 5.8
Source: National Association of Motor Vehicle Manufacturers (ANFAVEA). 
"Included in the total number of vehicles. Includes exports of CKD vehicles.
T a b le  8
BRAZIL: PRODUCTION OF METALS
T h o u san d s  o f  to n s  G ro w th  ra tes
1982 1983 1984 1985" 1981 1982 1983 1984 1985"
I ro n  a n d  steel
P ig  iro n 11 054 13 200 17 464 19 245 -15.0 0.3 19.4 32.3 10.2
Steel in g o ts 12 996 14 671 18 385 20  450 -13.7 -1.8 12.9 25.3 11.2
R o lled  p ro d u c ts
F la ts 6 150 7 251 7 924 8 239 -19.0 5.3 16.9 9.3 4 .0
N o n -fla ts 4  668 4  581 5 725 6 264 -13.8 -9.9 -1.1 25.0 9.4
S teel alloy 580 578 666 743 3.4 -1.4 -0.3 15.2 11.6
N o n - f e r r o u s  m e ta ls
A lu m in iu m 345 443 504 595 -6.6 17.7 28.4 13.8 18.1
C o p p e r 62 103 97 143 -28.6 37.4 66 .6 -5.8 47 .4
T in 9 13 19 25 -11.4 19.2 36.1 46.2 31.6
N ick e l 5 11 13 13 -8.0 108.7 123.2 18.2 -
L ead 48 49 72 82 -22.6 -26.7 1.6 46 .9 13.9
Z in c 110 111 114 121 15.5 -0.9 0.5 2.7 6.1
Source: Non-Ferrous Metals and Iron and Steel Council(CONSIDER). 
"Preliminary figures. Primary and secondary metals.
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BRAZIL
B R A Z I L :  F I N A L  C O M M E R C I A L  E N E R G Y  C O N S U M P T I O N ”
Table 9
M illio n s  o f  T P E 4 p e rc e n ta g e G ro w th  ra te s
1982 1983 1984 1985c 1973 1985 1982 1983 1984 1985c
E lec tric ity 38.1 41 .6 46 .2 50.9 30.1 46 .0 5.9 9.2 11.2 10.2
C oal an d  gas 6.2 7.4 8.8 9.3 3.6 8.4 21.1 20.1 19.2 6.4
C h a rco a l 3.6 4 .0 5.2 5.3 3.7 4.8 9.2 11.2 30.8 2.8
F uel oil 11.3 9.5 8.5 8.3 19.6 7.5 -12.1 -16.0 -9 .6 -2.4
D iese l oil 15.5 15.2 15.4 16.2 15.0 14.6 3.0 -2.1 1.7 5.0
G aso lin e 7.9 6.7 6.0 5.7 19.6 5.2 -4.7 -14.5 -11.4 -3.8
L iquified  gas 
O th e r  p e tro le u m
3.5 3.7 3.7 3.7 3.3 3.4 11.3 4.0 0.5 1.0
p ro d u c ts 5.2 5.8 6.1 6.0 4.6 5.4 10.9 11.5 3.8 -1.2
F uel alcohol 2 .6 3.6 4.3 5.3 0.4 4.8 49.3 39.3 19.6 23.7
T o ta l 9 3 .8 9 7 .4 104.1 110.9 100.0 100.0 4.1 3.8 6 .9 6.5
P e tro le u m  p ro d u c ts 43 .4 40 .9 39.7 40.0 62.2 36.1 -1 .4 -5 .8 -2 .9 -0.8
A lco h o l an d  g aso lin e 10.4 10.3 10.2 11.0 20.1 9.9 4.5 -1.3 -0.7 7.7
Source: 1973-1984: Ministry of Mines and Energy, Balanço energético nacional, 1984 and 1985; 1985: Estimates prepared by ECLACon the 
basis of figures provided by ELETROBRAS, the Ministry of Industry and Commerce and the National Petroleum Council.
"Excluding firewood and sugar-cane bagasse. Tons of petroleum equivalent. 'Preliminary figures. ''Approximately 92% of
electricity is produced by hydroelectric power and 8% by thermal energy. Electricity consumption in MWh has been converted to TPE by 
applying the coefficient 0.29 TPE/M W h, which reflects petroleum consumption at the country's petroleum-fueled thermoelectric 
plants. 'Includes kerosene, naphthas and other energy products.
T a b le  10
B R A Z I L :  U N E M P L O Y M E N T  R A T E S  I N  M A I N  U R B A N  C E N T R E S
Major
cities
1980 1981 1982 1983 1984 1985
I
1984
II III IV 1
1985
11 III IV
R io de Janeiro 7.5 8.6 6.6 6.2 6.8 4.9 6.9 7.4 6.7 6.0 6.0 5.4 4.5 3.6
Sao Pau lu 5.6 7.7 6.0 6.8 6.8 5.0 7.8 7.5 6.7 5.1 6.1 5.7 4.8 3.5
Belo H orizonte 7.6 9.0 7.0 7.8 8.3 5.7 8.9 9.1 8.0 7.1 7.5 6.2 5.2 4.1
Porto Alegre 4.6 5.8 5.2 6.7 6.9 5.4 7.6 7.9 6.9 5.3 5.8 6.2 5.6 3.9
Salvador 7.3 9.0 6.3 5.6 7.7 6.0 7.9 8.1 8.3 6.7 6.8 6.0 6.3 4.9
Recife 6.8 8.6 7.5 8.0 9.0 7.2 8.9 9.6 9.9 7.5 7.8 8.4 7.3 5.3
A verage for 
u rban centres" 6.3 7.9 6.3 6.7 7.1 5.3 7.7 7.9 7.1 5.8 6.3 5.9 5.1 3.8
Source: Brazilean Geographical and statistical Institute (IBGE), Monthly employment survey. 
"Weighted according to the economically active population of each city.
T h e  i m p r o v e m e n t  i n  t h e  e m p l o y m e n t  s i t u a t i o n  w a s  a l s o  r e f l e c t e d  i n  u r b a n  e m p l o y m e n t  i n  t h e  
f o r m a l  s e c t o r ,  w h e r e  2 .1  m i l l i o n  n e w  j o b s  w e r e  c r e a t e d ,  w h i c h  w a s  s u b s t a n t i a l l y  m o r e  t h a n  t h e  
i n c r e a s e  i n  t h e  l a b o u r  f o r c e  ( c lo s e  t o  1.7 m i l l i o n ) .  I n  i n d u s t r y ,  c o m m e r c e  a n d  s e r v i c e s ,  e m p l o y m e n t  
r o s e  a t  a  r a t e  a b o v e  5 %  ( s e e  t a b l e  1 1 ). I n  i n d u s t r y ,  t h e  i n c r e a s e s  o b s e r v e d  i n  t h e  b r a n c h e s  o f  
m a c h i n e r y ,  r u b b e r ,  t o b a c c o ,  t e x t i l e s  a n d  t r a n s p o r t  e q u i p m e n t  w e r e  n o t e w o r t h y .  N e v e r t h e l e s s ,  
i n d i c a t o r s  o f  t h e  n u m b e r  o f  p e o p l e  d i r e c t l y  e m p l o y e d  i n  i n d u s t r i a l  p r o d u c t i o n  s h o w e d  a n  a v e r a g e
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g r o w th  o f  o n ly  1 .3%  ( s e e  ta b le  12). T h is  w a s  d u e  to  t h e  a d ju s tm e n t  m a d e  b y  th i s  s e c to r  to  in c re a se  
m a n p o w e r  p r o d u c t iv i t y .4
T h e  in c r e a s e  in  e m p lo y m e n t  o c c u r r e d  th r o u g h o u t  th e  e n t i r e  c o u n t r y ,  a l th o u g h  i t  t e n d e d  to  b e  
c o n c e n t r a te d  in  th e  s o u th - e a s t e r n  r e g io n  (w h ic h  p ro v id e d  6 6 %  o f  t h e  n e w  jo b s ) .  O f  th e  m e t r o p o l i t a n  
a r e a s  o f  th e  c o u n t r y ,  B e lo  H o r i z o n t e  a n d  S ao  P a u lo  s h o w e d  th e  m o s t  s ig n i f ic a n t  g r o w th .
T ab le  11
B R A Z IL : I N D E X  O F  U R B A N  U N E M P L O Y M E N T  IN  D E C E M B E R  1985
(December 1984 =  100)
R e g io n s  and  m e tro -  S ecto rs o f  eco n o m ic  activ ity
p o lita n  areas A g ricu ltu re" In d u stry C o n s tru c tio n C o m m erce Serv ices T o ta lc
B raz il 98 .7 107.0 103.8 106.0 105.1 104.8
N o r th 104.5 111.0 85.3 107.3 106.4 103.9
N o r th -e a s t 103.5 105.5 107.8 106.6 105.6 104.5
S o u th -e a s t 97.1 107.5 105.5 106.8 105.0 105.3
S o u th 99.1 105.6 99.1 103.7 104.5 103.9
C e n tr a l /W e s t 103.0 107.2 106.0 105.6 106.1 104.6
M e tro p o l i ta n  a re a s 97 .4 107.1 102.9 106.2 105.0 104.7
B e le m 99.0 101.1 96.2 107.2 106.0 103.0
F o rta le za 110.2 107.3 119.7 107.1 105.2 105.2
R ecife 98.9 108.8 99.1 106.9 106.9 104.9
S a lv ad o r 105.7 101.1 97.4 105.2 105.1 102.5
B elo  H o r iz o n te 101.2 110.4 115.6 107.0 107.5 106.8
R io  de  J a n e iro 80.6 104.8 98.0 104.3 103.0 102.7
Sao P au lo 101.4 108.5 105.6 107.6 105.7 106.1
C u ritib a 95 .6 110.3 103.3 105.8 104.0 105.5
P o rto  A le g re 96.2 102.4 84.'1 105.1 104.3 102.4
Source: Cadastro geral de empregados t desempregados - Law 4.923, Ministry of Labour.
"Includes other primary activities. Processing industries. cThe total also includes the sectors of mining, public services arid
government service.
T ab le  12
B R A Z IL : P E R S O N N E L  E M P L O Y E D  IN  P R O D U C T I O N  
I N  T H E  M A N U F A C T U R I N G  S E C T O R
(Base: 1976 = 100)





A v e ra g e 110.0 101.9
1982 1983 1984 1985
95.1 90.2 85.2 86.2
96.3 89.1 86.0 86.5
95.2 86.6 85.6 86.4
93.2 85.0 86.4 88.9
94 .9 87.7 85.9 87.0
Source: Brazilian Geographical and Statistical Institute (IBGE), Indicadores conjunturais da indústria, (several issues).
1 Nevertheless, during the second half of the year, the number of persons employed in industrial production increased steadily, so that at 




BRAZIL: M AIN FOREIGN TRADE INDICATORS
1978 1979 1980 1981 1982 1983 1984 1985"
Growth rates
E x p o rts  o f  goods
V alu e 4.6 22.2 32.1 15.6 -13.3 8.6 23.5 -5.2
V o lu m e 10.5 9.8 21.0 23.1 -6.7 16.8 18.1 1.4
U n it  value -5.3 11.3 9.2 -6.1 -7.1 -7.0 4 .6 -6.5
Im p o r ts  o f  goo d s
V alue 13.4 31.8 27 .8 -3.8 -12.2 -20.4 -9.7 -5.5
V o lu m e 3.9 7.9 -4.3 -13.2 -11.5 -15.8 -2.3 -3.5
U n it  va lue 9.2 22.1 33.6 10.8 -0.8 -5.5 -7 .6 -2.0




-15.3 -6.5 -1.7 12.6 -4.7
T e rm s o f  tra d e  o f  g o o d s 133.2 121.6 100.0 84.7 79.2 77.8 87.6 83.5
P u rc h a s in g  p o w e r  o f  e x p o r ts  o f  goo d s 100.3 100.6 100.0 104.3 9 1 0 104.4 138.8 134.1
P u rc h a s in g  p o w e r  o f  e x p o r ts  o f  goods
an d  se rv ices 97.5 99.2 100.0 105.6 90.2 100.6 130.4 125.0
Source: ECLAC, on the basts of official data. 
"Preliminary figures.
3 . The external sector
a )  G e n e r a l  t r e n d s
A s  i n  t h e  p r e c e d i n g  y e a r ,  i n  1 9 8 5 ,  B r a z i l  h a d  a  l a r g e  e n o u g h  s u r p l u s  t o  f i n a n c e  a ll  i t s  i n t e r e s t  
p a y m e n t s  o n  t h e  e x t e r n a l  d e b t .  T h e  t r a d e  s u r p l u s  o f  g o o d s  a n d  s e r v i c e s  w a s ,  h o w e v e r ,  5  %  l o w e r  t h a n  
i n  1 9 8 4 . T h i s  d e c l i n e  w a s  d u e  b a s i c a l l y  t o  t h e  r e d u c t i o n  i n  t h e  v a l u e  o f  m e r c h a n d i s e  t r a d e  c a u s e d  b y  a  
d e c r e a s e  o f  a r o u n d  5 %  i n  b o t h  e x p o r t s  a n d  i m p o r t s .  T h e  t r e n d  i n  m e r c h a n d i s e  t r a d e  t h u s  c o n t r a s t e d  
w i t h  t h a t  o f  1 9 8 4 ,  w h e n  t h e  v a l u e  o f  e x p o r t s  g r e w  b y  2 3 % ,  w h i l e  t h e  v a l u e  o f  i m p o r t s  f e l l  b y  a l m o s t  
1 0 %  ( s e e  t a b l e  1 3 ) .
T h e  r e l a t i v e  s t a b i l i t y  o f  t h e  t r a d e  s u r p l u s  p e r m i t t e d  a  l e v e l  o f  l i q u id i t y  c o m p a t i b l e  w i t h  t h e  
f u l f i l m e n t  o f  t h e  c o u n t r y ' s  e x t e r n a l  o b l i g a t i o n s  d e s p i t e  t h e  f a c t  t h a t  i n  1 9 8 5  B r a z i l  r e c e i v e d  n o  
a d d i t i o n a l  r e s o u r c e s  f r o m  p r i v a t e  i n t e r n a t i o n a l  b a n k s  o r  f r o m  t h e  I n t e r n a t i o n a l  M o n e t a r y  F u n d .  T h e  
a g r e e m e n t  s i g n e d  i n  1 9 8 4  w i t h  t h e  b a n k s  r e m a i n e d  i n  f o r c e ;  t h i s  a g r e e m e n t  p r o v i d e d  f o r  t h e  
m a i n t e n a n c e  o f  i n t e r - b a n k  d e p o s i t s  a n d  c o m m e r c i a l  l i n e s  o f  c r e d i t  a n d  f o r  t h e  a u t o m a t i c  r o l l - o v e r  o f  
t h e  a m o r t i z a t i o n  p a y m e n t s  f a l l i n g  d u e .  B r a z i l  r e c e i v e d  n o  a d d i t i o n a l  l o a n s  f r o m  t h e  IM F  b e c a u s e  i t  h a d  
f a i l e d  t o  m e e t  t h e  t a r g e t s  s e t  a t  t h e  e n d  o f  t h e  p r e v i o u s  y e a r  a n d  b e c a u s e  t h e  n e w  g o v e r n m e n t  h a d  
b e e n  u n w i l l i n g  t o  a g r e e  o n  1 9 8 5  t a r g e t s  w i t h  t h e  F u n d .
D e s p i t e  t h e  f a c t  t h a t  c u r r e n t  t r a n s a c t i o n s  s h o w e d  a  d e f i c i t  o f  U S $  6 5 0  m i l l i o n  ( w h i c h  w a s  t h e  
r e v e r s e  o f  t h e  r e s u l t  o b t a i n e d  t h e  p r e v i o u s  y e a r )  a n d  t h a t  n e t  c a p i t a l  i n f l o w  w a s  t h e  l o w e s t  s i n c e  1 9 7 0  
a n d  e q u a l l e d  o n ly  1 2 %  o f  t h e  i n f l o w  r e c e i v e d  i n  1 9 8 4 ,  t h e  b a l a n c e  o f  p a y m e n t s  e n d e d  i n  a  p o s i t i o n  o f  
e q u i l i b r i u m  a n d  i n t e r n a t i o n a l  r e s e r v e s  w e r e  k e p t  a b o v e  U S $  11 b i l l i o n  ( s e e  t a b l e  1 4 ).
T h e  e x c h a n g e  r a t e  p o l i c y  u n d e r w e n t  m a j o r  c h a n g e s  d u r i n g  t h e  y e a r  w i t h  t h e  i m p l e m e n t a t i o n  o f  
s u c c e s s i v e  i n d e x a t i o n  s c a le s .  D u r i n g  t h e  f i r s t  q u a r t e r ,  t h e  c r u z e i r o  w a s  s u b je c t  t o  p r o g r e s s i v e  m i n i ­
d e v a l u a t i o n s  w h i c h  w e r e  e q u i v a l e n t  t o  t h e  m o n t h l y  v a r i a t i o n  i n  t h e  g e n e r a l  p r i c e  i n d e x  o f  d o m e s t i c  
s u p p l y  c a l c u l a t e d  b y  t h e  G e t u l i o  V a r g a s  F o u n d a t i o n .  S t a r t i n g  i n  M a y ,  t h e  m i n i - d e v a l u a t i o n s  b e c a m e  
d a i ly ,  p r e - d e t e r m i n e d  d e v a l u a t i o n s  w h i c h  w e r e  b a s e d  o n  t h e  g e o m e t r i c  a v e r a g e  o f  t h e  m o n t h l y  
v a r i a t i o n  i n  t h e  g e n e r a l  p r i c e  i n d e x  d u r i n g  t h e  t h r e e  p r e c e d i n g  m o n t h s .  I n  S e p t e m b e r ,  t h e  s y s t e m  o f  
d a i ly  d e v a l u a t i o n s  o f  t h e  c r u z e i r o  b a s e d  o n  t h e  m o n t h l y  r a t e  o f  i n f l a t i o n  w a s  r e s u m e d ,  a l t h o u g h  f o r
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Table 14
BRAZIL: BALANCE OF PAYMENTS 
(Millions of dollars)
1980
B a la n c e  o n  c u r re n t  a c c o u n t -12 848
T ra d e  b a lance -5 935
E x p o rts  o f  goo d s an d  serv ices 2 1 8 5 7
G o ods FO B 20  132
R eal serv ices 1 726
T ra n s p o r t  and  in su ran ce 843
T rav e l 125
Im p o r ts  o f  g o ods and  serv ices 27  792
G o ods FO B 22  955
R eal se rv ices 4  838
T ra n s p o r t  and  in su ran ce 2  758
T ravel 367
F a c to r  se rv ices -7 041
P ro fits -720
In te re s t  received 1 146
In te re s t  pa id -7 456
O th e rs -9
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts 128
B a la n c e  o n  c a p ita l a c c o u n t 9 379
U n re q u ite d  official t ra n s fe r  p a y m e n ts 4 2 '
L o n g -te rm  cap ita l 7 104
D ire c t in v e s tm e n t (n e t) 1 544
P o rtfo lio  in v e s tm e n t (n e t) 354
O th e r  lo n g - te rm  cap ita l 5 206
Official s e c to r ' -14
L o an s received 1 841
A m o r tiz a tio n  p a y m e n ts -1 366
C o m m erc ia l b a n k s ' 2  105
L o an s received 4  005
A m o r tiz a tio n  p a y m e n ts -1 917
O th e r  s e c to rs ' 3 115
L o an s received 6 085
A m o r tiz a tio n  p a y m e n ts -3 394
S h o rt- te rm  cap ita l (n e t) 2  572
Official sec to r -31
C o m m erc ia l b an k s 608
O th e r  se c to rs 1 9 9 6
E rro rs  and o m iss io n s  (n e t) -343
G lo b a l b a la n c e -3 469
T o ta l v a r ia t io n  in  rese rv es
(- s ig n  in d ica tes  an  in crease ) 3 322
M o n e ta ry  gold -103
Special D ra w in g  R ig h ts -1
IM F  re se rv e  p o s it io n -103
F o re ig n  e x c h a n g e  a s se ts 3 301
O th e r  asse ts 228
U se  m ad e  o f  IM F  c red it -
1981 1982 1983 1984 1985"
-1 1 7 6 0 -16  314 -6  842 43 -650
-1 6 7 7 -2 795 4  079 11 367 10 740
25 523 2 1 9 6 7 23 619 28  9 8 6 27  579
23 275 20  172 21 906 27  050 25 639
2  248 1 791 1 712 1 9 3 6 1 940
1 102 1 013 1 119 1 309 1 370
242 66 40 66 60
27  200 24  762 19 540 17 619 16 839
22 091 19 395 15 4 3 4 13 936 13 189
5 109 5 365 4  106 3 683 3 650
2  786 2  4 6 0 2  025 2  071 2  000
407 913 431 218 4 5 0
-10 274 -13 509 -11 025 -11 4 8 4 -11 540
-1 112 -2 141 -1 4 5 3 -1 270 -1 140
1 144 1 198 707 1 252 1 300
-10 306 -12 550 -10 267 -11 4 6 3 -11 700
-1 -14 -13 -2
189 -11 106 161 150
12 381 11 119 4  943 5 367 664
10 2 2 10 -
11 659 8 011 1 850 6 381 3 048
2  313 2  534 1 372 1 555 800
-2 -1 -286 -272 -
9 348 5 478 764 5 097 7 248
60 1 744 3 132 7 921
1 650 3 368 4  679 9 305
-1 319 -1 286 -1 650 -1 532
4  054 1 681 -1 520 -1 412
6 4 0 9 4  2 3 9 1 136 1 230
-2 361 -2 559 -2 656 -2 639
5 234 2  053 -848 -1 4 1 1
9 633 6 675 2  527 2  076
-3 761 -4 264 -3 358 -4 149
1 132 3 476 3 682 - 1 4 3 0 -1 648
-6 3 879 4  756 1 471
1 0 3 9 -136 -710 982
99 -267 -364 -3 883
-418 -369 -592 4 0 6 -736
621 -5 195 -1 8 9 9 5 4 1 0 14
-747 4  157 1 214 -6 105
-130 824 -156 -336
-68 452 - -1
80 -23 287 -
-844 2  245 -714 -7 173
215 109 -297 -144
- 550 2  094 1 549
Source: 1979-1984: International Monetary Fund, Balance o f  Payments Yearbook, March 1986; 1985: ECLAC, on the basis of official data.
"Preliminary figures. ’Real services also include other official and private transaction but not factor services. ’In addition to loans 
received and amortization payments made, this entry includes net loans granted and other assets and liabilities. The global balance is the 
sum of the balance on current account plus the balance on capital account. The difference between the total variation in reserves (of opposite 
sign) and the global balance represents the value of counterpart items: monetization of gold, allocation of Special Drawing Rights and 
variations due to revaluation.
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BRAZIL
BRAZIL: EVOLUTION OF THE EXCHANGE RATE AND OF PRICES
Table 15
( B a s e :  1 9 8 0  =  1 0 0 )
A n n u a l and E x c h a n g e  ra te
W h o lesa le  p rice  index , 
m an u fac tu red  goods
R eal
ex ch an g e
q u arte rly
av erag es C ru ze iro s 










(2 )X (4 ) /(3 )
(5)
1980 52.71 100.0 100.0 100.0 100.0
1981 93.13 176.7 209.3 110.6 93.4
1982 179.51 340.6 422 .8 113.7 91.6
1983 577.04 1 094.7 1 029.6 114.9 122.2
1984 1 848.03 3 506.0 3 334.5 117.4 123.4
1985 6 200 .63 11 763.7 10 919 .4 117.9 127.0
1983
I 326.43 619.3 643.5 114.2 109.9
II 4 7 5 .8 9 9 02 .8 817.9 114.2 126.1
III 6 38 .36 1 121.1 1 125.6 115.4 114.9
IV 8 6 7 .5 0 1 645 .8 1 531.8 115.9 124.5
1984
I 1 140.67 2  164.0 2  017.2 116.7 125.2
II 1 514.42 2  873.1 2  623 .9 117.6 128.8
III 2  004.75 3 803.4 3 629.7 117.6 123.2
IV 2 732.27 5 183.6 5 067.2 117.7 120.3
1985
I 3 762.8 7 138.7 7 064 .0 117.4 118.6
II 5 232.1 9 926.2 8 949.9 118.2 131.1
III 6 797.7 12 896.4 11 494 .9 117.8 132.2
IV 9 0 09 .9 17 093.3 16 168.8 118.2 125.0
Source: International Monetary Fund (IMF), International Financial Statistics, February 1986 and Getulio Vargas Foundation, Conjuntura, 
February 1986.
"Corresponds to the wholesale price index, based on the global supply from processing industries.
t h e  p u r p o s e  o f  d e t e r m i n i n g  t h e  e x c h a n g e  r a t e ,  t h e  p e r i o d  c o n s i d e r e d  b e c a m e  t h e  o n e  e x t e n d i n g  f r o m  
t h e  1 5 th  o f  e a c h  m o n t h  t o  t h e  1 5 th  o f  t h e  f o l l o w i n g  m o n t h .  F i n a l l y ,  i n  D e c e m b e r ,  t h e  e x c h a n g e  r a t e  
w a s  i n d e x e d  t o  t h e  m o v e m e n t  o f  t h e  e x t e n d e d  n a t i o n a l  c o n s u m e r  p r i c e  i n d e x . 5
T h e  r e s u l t  o f  t h e s e  c h a n g e s  w a s  t h a t  t h e  r e a l  e x c h a n g e  r a t e  f o r  t h e  d o l l a r  u n d e r w e n t  a b r u p t  
c h a n g e s ,  w i t h  a  1 0 %  i n c r e a s e  b e t w e e n  t h e  f i r s t  a n d  s e c o n d  q u a r t e r s  a n d  a  d r o p  o f  a r o u n d  5 %  b e t w e e n  
t h e  t h i r d  a n d  t h e  f o u r t h .  N o t w i t h s t a n d i n g  t h e s e  f l u c t u a t i o n s ,  t h e  a n n u a l  a v e r a g e  o f  b o t h  t h e  r e a l  
e x c h a n g e  r a t e  f o r  t h e  d o l l a r  a n d  t h e  e f f e c t iv e  e x c h a n g e  r a t e  w a s  s l i g h t l y  h i g h e r  i n  1 9 8 5  t h a n  i n  1 9 8 4  
( s e e  t a b l e s  1 5  a n d  1 6 ).
T h e  c o u n t r y ' s  e x p o r t  p r o m o t i o n  p o l i c y  a l s o  u n d e r w e n t  c h a n g e s  d u r i n g  t h e  y e a r ,  i n c l u d i n g  t h e  
e l i m i n a t i o n  o f  t h e  " f i s c a l  c r e d i t  p r e m i u m "  f o r  s a l e s  o f  m a n u f a c t u r e d  g o o d s  in  M a y .  S u b s e q u e n t l y ,  t h e  
m o n e t a r y  c o r r e c t i o n  f i n a n c i n g  s y s t e m  w a s  c o n f i n e d  t o  p a y i n g  a  s p r e a d  w h i c h  i n i t i a l l y  w a s  r e s t r i c t e d  
t o  1 0 %  b u t  w h i c h  w a s  r a i s e d  t o  1 5 %  i n  J u ly .
sThis change was a result of the decision to use the extended consumer price index (IPCA) as the only indicator for readjustments in the 
economy (see section i).
143
b) E xternal trade
i)  Exports o f goods. T h e  5%  d e c l in e  in  th e  v a lu e  o f  e x p o r t s  w a s  m a in ly  d u e  to  t h e  lo w e r  p r ic e s  
o f  a g r ic u l tu r a l  p r o d u c t s  a n d  th e  p r o t e c t io n i s t  m e a s u re s  t a k e n  b y  v a r io u s  in d u s t r i a l i z e d  c o u n t r ie s  
a g a in s t  s o m e  m a n u f a c tu r e s .  A c c o r d in g  to  p r e l im in a r y  c a lc u la t io n s ,  th e  u n i t  v a lu e  a p p e a r e d  to  h a v e  
fa l le n  b y  6 .5 % ,  w h i le  th e  v o lu m e  o f  e x p o r t s  a p p a r e n t ly  in c r e a s e d  by  a lm o s t  1 .5%  (s e e  ta b le  13).
T h e  v a lu e  o f  c o m m o d i ty  e x p o r t s  d e c lin e d  b y  2 .5 % .  E x p o r t s  o f  all th e  m a in  c r o p - f a r m in g  
p r o d u c t s  e x c e p t  so y a  b e a n s  d e c l in e d  a s  a  r e s u l t  o f  th e  s h a r p  d e t e r i o r a t i o n  in  t h e i r  a v e r a g e  a n n u a l  
p r i c e s .6 H o w e v e r ,  b e c a u s e  o f  th e  g o o d  h a r v e s t s  r e a p e d  in  th e  1 9 8 4 /1 9 8 5  s e a s o n ,  th e  e x p o r ta b le  
su p p ly  in c r e a s e d ,  th u s  c o m p e n s a t in g  fo r  th e  d r o p  in  p r ic e s .7 M in e ra l  e x p o r t s ,  h o w e v e r ,  d id  n o t  
e x p e r i e n c e  an y  g r e a t  f lu c tu a t io n s  b e c a u s e  B ra z i l  h a s  n e g o t ia te d  lo n g - te r m  c o n t r a c t s  fo r  th i s  ty p e  o f  
p r o d u c t  ( s e e  ta b le  17).
T ab le  16
BRAZIL: EVOLUTION OF THE INDEXES OF THE EFFECTIVE REAL EXCHANGE RATE”
(Base: 1980 =  100)
A n n u a l and
q u a rte rly
av erag es
1980




Im p o rts
(2 )
100.0
1981 83.1 88.8 86.5
1982 80.1 85.9 83.7
1983 95 .0 99.8 100.8
1984 88.9 92.6 93 .8
1985 89.7 93.7 95.2
1983
I 92.8 98 .0 97.3
II 101.5 105.8 107.3
III 94 .4 99.3 100.8
IV 91.3 96.1 97.7
1984
I 91 .0 94 .8 96 .2
II 91.5 94.1 95.5
III 88.4 92.2 93.3
IV 84.5 89.2 90.1
1985
I 82.5 88.1 88.9
II 92.2 97.2 98.7
III 93 .0 96 .6 98.3
IV 91.2 9 Z 8 95 0
Source: ECLAC, on the basis of data from the International Monetary Fund, International Financial Statistics.
"Corresponds to the average of the real exchange rate indexes of the cruzeiro with res pea to the currencies of Brazil’s main trading partners, 
weighted in accordance with the relative importance of exports or imports, as the case may be, to or from those countries. From 1975 to 1979 
these weightings correspond to the average for these same years. As from 1980, the weighting corresponds to the average for the period 1980­
1983- Wholesale price indexes have been used in the calculations whenever possible. For the methodology and sources used, see the technical 
appendix in ECLAC, Econom ic Survey o f  Latin America, 1981. Excludes the following petroleum-exporting countries: Saudi Arabia,
Iraq and Kuwait.
’’Reductions in average prices compared with the previous year were 1*7< for coffee, 2 \'7 (  for unrefined sugar, I0/? for cocoa, 25f/f  for
soya beans and 29’/? for soya cake.
"Increases in the exportable supply amounted to 60’/? for cocoa, X iyX  for soya beans and \y% for soya cake.
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BRAZIL
BRAZIL: EXPORTS OF GOODS, FOB
Table 17
M illio n s  o f d o lla rs
P e rc e n ta g e
b reak d o w n
G ro w th  ra te s
1982 1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
T o ta l 20 175 2 1 8 9 9 27  005 25 639 100.0 100.0 -13 .4 8.5 23 .3 -5.1
C o m m o d it ie s 8 238 8 535 8 755 8 533 42 .2 33 .3 -7 .6 3 .6 2 .6 -2 .5
Coffee bean s 1 858 2  096 2  564 2  338 12.3 9.1 22.5 12.8 22 .3 -8 .8
I ro n  o re fc 1 8 4 7 1 4 3 8 144 5 1 4 1 2 7.8 5.5 5.7 -22.7 1.2 -2.3
Soya m eal and  cake 1 619 1 7 9 3 1 4 6 0 1 177 7.2 4 .6 -24.2 10.7 -18.6 -19.4
Soya bean s 123 309 4 5 4 764 2.0 3.0 -69.6 151.2 46 .9 68 .3
U n re fin e d  sugar 259 323 326 166 3.1 0.6 -55.3 24.7 0.9 -49.1
O th e rs 2  532 2  586 2  506 2  676 9.8 10.4 -0.2 2.1 -3.1 6.8
I n d u s t r ia l  p r o d u c ts 11 685 13 057 17 955 16 822 56.5 6 5 .6 -16 .5 11.7 37.5 -6 .3
S em im an u fa c tu res 1 4 3 3 1 7 8 2 2  824 2  760 11.6 10.8 -32.3 24 .4 58.5 -2.3
M an u fac tu res 10 253 11 275 15 131 14 062 44 .8 54.8 -13.7 10.0 34.2 -7.1
P ro c essed  coffee 256 252 292 269 1.4 1.0 4 .9 -1 .6 15.9 -7 .9
O ra n g e  ju ice 575 608 1 4 1 5 753 1.7 2 .9 -12.7 5.7 132.7 -46.8
F o o tw e a r 524 713 1 0 7 2 964 2.0 3.8 -10.6 36.1 50.4 -10.1
T ra n s p o r t  e q u ip m e n t 1 719 1 4 5 2 1 354 1 6 8 8 7.5 6.6 -17.4 -15.5 -6.7 24 .7
M a ch in e ry , b o ile rs  and
m ech an ica l a p p a ra tu s 1 198 1 106 1 3 9 6 1 5 7 4 6.9 6.1 -22.7 -7.7 26 .2 12.8
E lec trica l m ach in e ry
and  e q u ip m e n t 406 4 4 8 591 580 2.3 2.3 -27.6 • 10.3 31.9 -1 .9
M a n u fac tu red  iro n  and
steel p ro d u c ts 795 1 2 4 9 1 548 1 3 6 2 3.1 5.3 -0.7 57.1 23.9 -12.0
O th e rs 4  780 5 4 4 7 7 463 6 872 19.9 26 .8 -11.5 14.0 37.0 -7 .9
O th e r  p r o d u c ts " 251 307 295 284 1.3 1.1 -32 .7 22 .3 -3 .9 -3 .7
Source: Banco do Brazil, Carteira de Comércio Exterior (CACEX) and Central Bank of Brazil.
"Preliminary figures. 'Excluding itabirite. 'Includes consumption on board ships and aircraft, re-exports and special transactions.
T h e  d e c l i n e  i n  t h e  v a l u e  o f  m a n u f a c t u r e d  e x p o r t s  w a s  d u e  n o t  o n ly  t o  t h e  fa l l  i n  t h e s e  p r i c e s ,  b u t  
a l s o  t o  t h e  i n c r e a s i n g l y  p r o t e c t i o n i s t  p r a c t i c e s  o f  t h e  i n d u s t r i a l i z e d  c o u n t r i e s  a n d  t o  t h e  r e c o v e r y  o f  
t h e  d o m e s t i c  m a r k e t . 8
P r o t e c t i o n i s t  m e a s u r e s  a f f e c te d  s a l e s  o f  i r o n  a n d  s t e e l  p r o d u c t s ,  t e x t i l e s  a n d  f o o t w e a r  i n  
p a r t i c u l a r .  N o t  u n t i l  A u g u s t  w a s  t h e  c o u n t r y  a b l e  t o  c o n c l u d e  n e g o t i a t i o n s  w i t h  t h e  G o v e r n m e n t  o f  
t h e  U n i t e d  S t a t e s  c o n c e r n i n g  t h e  e s t a b l i s h m e n t  o f  e x p o r t  q u o t a s  f o r  t e x t i l e  p r o d u c t s .  F o r  m u c h  o f  t h e  
y e a r ,  f o o t w e a r  s a l e s  o n  t h e  U n i t e d  S t a t e s  m a r k e t  w e r e  t h r e a t e n e d  b e c a u s e  o f  t h e  r e c o m m e n d a t i o n  b y  
t h e  I n t e r n a t i o n a l  T r a d e  C o m m i s s i o n  t h a t  f i v e - y e a r  q u o t a s  s h o u l d  b e  e s t a b l i s h e d ,  b u t  t h i s  w a s  f in a l ly  
r e j e c t e d  b y  P r e s i d e n t  R e a g a n .  F u r t h e r m o r e ,  d u r i n g  t h e  y e a r ,  t h e  U n i t e d  S t a t e s  a n d  t h e  E u r o p e a n  
E c o n o m i c  C o m m u n i t y  s e t  q u o t a s  o n  e x p o r t s  o f  B r a z i l i a n  r o l l e d  s te e l .
I n  a d d i t i o n ,  t h e  r e c o v e r y  o f  t h e  d o m e s t i c  m a r k e t  l i m i t e d  B r a z i l 's  e x p o r t s  o f  c h e m i c a l s ,  p a p e r  
a n d  p u l p ,  a n d  w o o d .  T h e s e  c o n s t r a i n t s  w e r e  m a i n l y  d u e  t o  t h e  e x h a u s t i o n  o f  t h e  c o u n t r y ' s  p r o d u c t i o n  
c a p a c i ty  f o r  t h e s e  i t e m s  a n d  t h e  la c k  o f  l a r g e  s t o c k s  b e c a u s e  o f  t h e  h i g h  f i n a n c i a l  c o s t  i n v o l v e d  in  
m a i n t a i n i n g  t h e m .
T h e  e x c e l l e n t  p e r f o r m a n c e  o f  t h e  p r o d u c t i o n  o f  t r a n s p o r t  e q u i p m e n t  w a s  r e f l e c t e d  i n  t h e  
s i g n i f i c a n t  i n c r e a s e  i n  t h e s e  e x p o r t s :  1 9 %  i n  t h e  c a s e  o f  a u t o m o b i l e s ,  4 8 %  f o r  c a r g o  v e h i c l e s ,  a n d
"Orange juice, whose exports fell by 47 Q? .constituted a case apart because its drastic decline was mainly due to a drop in external demand.
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1 1 3 %  f o r  a i r c r a f t .  T h e  v i g o r o u s  g r o w t h  ( 1 6 % )  o f  a u t o m o b i l e  e n g i n e  e x p o r t s  a l s o  b o o s t e d  s a l e s  o f  
m a c h i n e r y  a n d  a p p l i a n c e s  a b r o a d .
i i )  I m p o r t s  o f  g o o d s .  T h e  v a l u e  o f  i m p o r t s  a g a i n  f e l l  ( - 5 . 5 % ) ,  a s  i t  h a d  e a c h  y e a r  s i n c e  1 9 8 1 ,  b u t  
w i t h  t h e  d i f f e r e n c e  t h a t  i t  w a s  n o t  a n  a c r o s s - t h e - b o a r d  d e c r e a s e  i n  t e r m s  o f  e i t h e r  v a l u e  o r  p h y s i c a l  
q u a n t i t y .  H e n c e ,  w h e r e a s  t h e  i m p o r t s  o f  c a p i t a l  a n d  c o n s u m e r  g o o d s  r o s e  b y  1 5 %  a n d  1 3 %  
r e s p e c t i v e l y ,  t h e  v a l u e  o f  fu e l  a n d  l u b r i c a n t  i m p o r t s  d e c l i n e d  b y  a l m o s t  2 0 %  b e c a u s e  o f  t h e  d r o p  i n  
b o t h  t h e  q u a n t i t y  ( - 1 7 % )  a n d  p r i c e s  o f  p e t r o l e u m  i m p o r t s .  T h e  r e s u l t  w a s  t h a t  t h e  s h a r e  o f  t h e s e  
i m p o r t s  i n  t o t a l  e x t e r n a l  p u r c h a s e s ,  w h i c h  h a d  r e a c h e d  a n  a l l - t i m e  r e c o r d  o f  a l m o s t  5 6 %  i n  1 9 8 3 ,  
d e c l i n e d  t o  4 1 %  i n  1 9 8 5  ( s e e  t a b l e  1 8 ) .
T h e  i n c r e a s e  i n  i m p o r t s  o f  c a p i t a l  g o o d s  r e f l e c t e d  t h e  r e c o v e r y  i n  i n d u s t r i a l  i n v e s t m e n t ,  
e s p e c i a l l y  d u r i n g  t h e  s e c o n d  h a l f  o f  t h e  y e a r .  T h e  p u r c h a s e s  o f  m a c h i n e r y  f o r  t h e  t e x t i l e  a n d  
e l e c t r o n i c s  i n d u s t r i e s  ( d i g i t a l  lo g i c  a n d  n u m e r i c a l  c o n t r o l )  w e r e  p a r t i c u l a r l y  n o t e w o r t h y .  M o r e o v e r ,  
t h e  g r e a t e r  e x t e r n a l  l i q u id i t y  o f  t h e  c o u n t r y  p e r m i t t e d  i t  t o  m o d e r n i z e  i t s  a i r l i n e s  t h r o u g h  t h e  
p u r c h a s e  o f  n e w  a i r c r a f t .
i i i )  T h e  p a t t e r n  o f  f o r e i g n  t r a d e .  T h e  i n c r e a s e  i n  i m p o r t s  o f  c a p i t a l  g o o d s  a n d  t h e  r e s t r i c t i o n s  
i m p o s e d  o n  t h e  e n t r y  o f  s o m e  B r a z i l i a n  m a n u f a c t u r e s  i n t o  t h e  U n i t e d  S t a t e s '  m a r k e t  p r o d u c e d  
s u b s t a n t i a l  c h a n g e s  i n  t h e  d e s t i n a t i o n s  o f  B r a z i l 's  f o r e i g n  t r a d e .  B r a z i l i a n  e x p o r t s  t o  t h e  U n i t e d  S t a t e s  
m a r k e t  d e c l i n e d  b y  1 2 %  w h i l e  i m p o r t s  i n c r e a s e d  b y  1 4 % ,  t h e r e b y  c r e a t i n g  a  v e r y  d i f f e r e n t  p i c t u r e  
f r o m  t h e  o n e  o b s e r v e d  i n  1 9 8 4 ,  w h e n  B r a z i l i a n  s a l e s  t o  t h e  U n i t e d  S t a t e s  s o a r e d  5 2 %  a n d  p u r c h a s e s  
f e l l  b y  5 % .  T h u s ,  a l t h o u g h  t h e  U n i t e d  S t a t e s  c o n t i n u e d  t o  b e  B r a z i l 's  m a j o r  t r a d i n g  p a r t n e r  i n  1 9 8 5 , 
t h e  s u r p l u s  i n  B r a z i l 's  t r a d e  w i t h  t h a t  c o u n t r y  w a s  r e d u c e d  b y  m o r e  t h a n  U S S  1 b i l l i o n .  B r a z i l 's  
s u r p l u s  w i t h  t h e  o t h e r  i n d u s t r i a l i z e d  n a t i o n s  a l s o  d e c l i n e d  s l i g h t l y ,  b y  a r o u n d  3 %  ( s e e  t a b l e s  
19  a n d  2 0 ) .
T h i s  w a s  p a r t i a l l y  o f f s e t  b y  a  r e d u c t i o n  o f  U S $  8 0 0  m i l l i o n  i n  B r a z i l 's  d e f ic i t  w i t h  t h e  O P E C  
c o u n t r i e s  ( e x c l u d i n g  V e n e z u e l a  a n d  E c u a d o r ) .  F a c t o r s  c o n t r i b u t i n g  t o  t h i s  r e s u l t  w e r e  n o t  o n ly  t h e  
d r o p  i n  p r i c e s  a n d  i n  t h e  a m o u n t  o f  p e t r o l e u m  i m p o r t e d ,  b u t  a l s o  t h e  i n c r e a s e  i n  B r a z i l i a n  e x p o r t s  t o  
I r a q  ( 8 1 % )  a n d  N i g e r i a  ( 2 9 % ) .
T r a d e  w i t h  L a t i n  A m e r i c a  c o n t i n u e d  t o  d e c l i n e .  I m p o r t s  f r o m  t h e  A L A D I c o u n t r i e s  f e l l  b y  2 5 %  
a n d  e x p o r t s  t o  t h e m  d e c r e a s e d  b y  2 1 % .  T h e  P e o p l e 's  R e p u b l i c  o f  C h i n a  o n  t h e  o t h e r  h a n d ,  b e c a m e  a n  
i m p o r t a n t  t r a d i n g  p a r t n e r :  e x p o r t s  t o  t h a t  c o u n t r y  i n c r e a s e d  b y  8 0 % ,  r e a c h i n g  U S $  8 2 0  m i l l i o n ,  
w h i l e  i m p o r t s  a p p r o a c h e d  U S $  4 2 0  m i l l i o n .
I n  s h o r t ,  i n  1 9 8 5  t h e  r e s p o n s e  o f  t h e  e c o n o m y  t o  t h e  c h a l l e n g e  o f  g e n e r a t i n g  a  h u g e  t r a d e  
• s u r p l u s  c o n t i n u e d  t o  b e  e x t r a o r d i n a r y .  T h e  m a i n t e n a n c e  o f  i t s  e x p o r t  c a p a c i ty  a n d  t h e  d e c l i n e  i n  i t s
T a b le  18
BRAZIL: IMPORTS PF GOODS, FOB
M illio n s  o f  d o lla rs  P e rc e n ta g e  G ro w th  ra tes
1982 1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
T o ta l 19 395 15 429 13 916 13 150 100.0 100.0 -12.2 -20 .4 -9 .8 -5.5
C o n su m e r  goods 999 796 700 793 5.7 6.0 1.2 -20.3 -12.1 13.3
In te rm e d ia te  goods 
F ue ls  and
15 124 12 128 11 065 9 880 75.2 75.1 -11.5 -19.8 -8.8 -10.7
lu b ric an ts 10 457 8 607 6 735 5 418 44.4 41.2 -7.8 -17.7 -21.7 -19.6
O th e rs 4  667 3 521 4  330 4  462 30.8 33.9 -18.7 -24.6 23.0 3.0
C ap ita l goo d s 3 272 2  505 2  151 2  477 19.1 18.8 -18.7 -23.4 -14.1 15.2




B R A Z I L :  E X P O R T S  O F  G O O D S ,  B Y  G R O U P S  
O F  C O U N T R I E S  O F  D E S T I N A T I O N
Table 19
M illio n s  o f  d o lla rs  FO B
P e rc e n ta g e
b reak d o w n
G ro w th  ra te s
1982 1983 1984 1985 1980 1985 1982 1983 1984 1985
Total 20  175 2 1 8 9 9 27  005 25 639 100.0 100.0 -13 .4 8.5 23 .3 -5.1
Industrialized market
economy countries 12 316 14 100 17 591 16 404 60.1 64 .0 -4 .8 14.5 2 4 .8 -6 .7
U n ite d  S ta te s , 
C a n ad a , E E C  and
Japan 11 002 12 495 15 790 14 760 51.9 57.6 -4 .8 13.6 26.4 -6.5
U n ite d  S ta te s" 4  034 5 0 6 4 7 710 6 801 17.4 26.5 -1.9 25.5 52.2 -11.8
C a n ad a 231 312 4 0 8 414 1.2 1.6 -20.3 34.9 30.8 1.6
E E C 6 5 443 5 688 6 157 6 152 27.2 24.0 -8.3 4.5 8.2 -0.1
Ja p a n 1 294 1 431 1 515 1 394 6.1 5.4 6.1 10.6 5.9 -8.0
O th e r s 0 1 313 1 6 0 4 180 1 1 6 4 4 8.2 6.4 -5.4 22.1 12.3 -8.7
Eastern Europe 1 191 1 4 4 2 1 359 992 6.5 3.9 -29 .9 21 .0 -5 .7 -2 7 .0
Developing countries 6 4 1 7 6 084 7 772 7 354 32.2 28 .7 -2 2 .6 -5 .2 2 7 .8 -5 .4
O P E C 1 346 1 6 3 7 1 9 8 3 2  176 6.1 8.5 -31.4 21.7 21.1 9.7
O th e rs 5 072 4  446 5 790 5 178 26 .0 20.2 -19.9 -12.3 30.2 -10.6
A L A D l ' 2  862 2  055 2  829 2  234 17.2 8.7 -32.Ö -28.2 37.7 -21.0
A rg e n tin a 666 657 853 548 5.4 2.1 -24.3 -1.4 2 9 8 -35.8
C h ile 289 192 281 239 2.2 0.9 -54.9 -33.7 46.5 -15.0
M exico 324 173 285 220 2.3 0.9 -49.6 -46.6 64.5 -22.8
P arag u ay 324 234 333 299 2.0 1.2 -27.8 -28.0 42.4 -10.2
U ru g u ay 138 104 136 140 1.5 0.5 -63.1 -24.4 30.3 3.3
A n d e a n  G ro u p 1 120 694 942 788 3.6 3.1 -8.4 -38.0 35.7 -16.3
R e s t  o f  th e  d ev e l-
o p in g  c o u n tr ie s 2  2 1 0 2  392 2  961 2  944 89 11.5 4 .0 8.2 2 3 .8 -0.5
S u p p lie s  to  sh ip s  and  
aircra ft; u n d ec la red
e x p o r ts 251 275 283 889 1.3 3.5 -29-5 9.5 3-1 213 .8
Source: ECLAC, on the basis of data from Banco do Brasil, Carteira de Comércio Exterior (CACEX).
’Includes Puerto Rico. European Economic Community (10 countries). ’South Africa, Australia, Austria, Spain, Finland, Iceland,
Malta, Norway, New Zealand, Portugal, Sweden, Switzerland, Turkey and Yugoslavia. 'includes socialist countries of 
Asia. 'Organization of Petroleum Exporting Countries, except Venezuela and Ecuador. Latin American Integration Association.
i m p o r t  c o e f f ic ie n t  w e r e  b o th  n o t a b l e  a c h ie v e m e n ts .  T h e  c o u n try  s u c c e e d e d  in  g e n e r a t i n g  s u r p lu s e s  in  
i t s  t r a d e  o p e r a t i o n s  w i th  v i r tu a l ly  a ll r e g io n s  o f  t h e  w o r ld  e x c e p t  f o r  t h e  p e t r o l e u m - e x p o r t i n g  
c o u n t r i e s  w i th  w h ic h ,  h o w e v e r ,  i ts  d e f ic i t  h a s  b e e n  s u b s ta n t ia l ly  r e d u c e d .
c )  The balance o f  payments
A l th o u g h  t h e  c o u n try  o b t a in e d  n o  a d d i t io n a l  e x t e r n a l  r e s o u r c e s  a n d  i t s  c u r r e n t  t r a n s a c t io n s  
s h o w e d  a  d e f ic i t  o f  U S $  6 5 0  m i l l io n ,  B r a z i l  d id  n o t  e n c o u n t e r  g r e a t  d i f f ic u l t ie s  d u r in g  t h e  y e a r  in  
m e e t i n g  i ts  e x t e r n a l  o b l ig a t io n s .  T h e  b a la n c e  o f  p a y m e n t s  c lo s e d  w i th  a  s m a ll  s u r p lu s  o f  U S $  14 
m i l l io n ,  so  i t  w a s  a b le  to  m a i n t a i n  r e s e r v e s  o f  o v e r  U S $  11.5 b i l l io n ,  a  le v e l  e q u iv a l e n t  to  m o r e  t h a n  10 
m o n t h s  o f  m e r c h a n d i s e  i m p o r t s  ( s e e  t a b l e s  14 a n d  2 1 ) .
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T h e  c a p i t a l  a c c o u n t  s h o w e d  a n  in f l o w  o n  t h e  o r d e r  o f  U S $  6 6 0  m i l l i o n  w h i c h  w a s  t h e  l o w e s t  
s i n c e  1 9 7 0 . E x t e r n a l  r e s o u r c e s  c a m e  o n ly  f r o m  o f f ic i a l  s o u r c e s  a n d  d i r e c t  i n v e s t m e n t s  a n d  a m o u n t e d  
t o  a l m o s t  5 0 %  l e s s  t h a n  i n  1 9 8 4 .
T h i s  d r o p  i n  t h e  s u p p l y  o f  r e s o u r c e s  w a s  a  r e s u l t  o f  t h e  f a c t  t h a t  a  n e w  a g r e e m e n t  w a s  n o t  
r e a c h e d  w i t h  i n t e r n a t i o n a l  c r e d i t o r  b a n k s  d u r i n g  t h e  y e a r  o n  t h e  e x t e r n a l  d e b t  a n d  t h e  f a c t  t h a t  t h e  
c o u n t r y  d i d  n o t  h a v e  a c c e s s  t o  I n t e r n a t i o n a l  M o n e t a r y  F u n d  d r a w i n g  r i g h t s  p r o v i d e d  f o r  i n  t h e  
e x t e n d e d  a g r e e m e n t  f o r  t h e  p e r i o d  1 9 8 3 / 1 9 8 6 .
H o w e v e r ,  i n  F e b r u a r y ,  M a y  a n d  A u g u s t ,  t h e  i n t e r n a t i o n a l  c r e d i t o r  b a n k s  a n d  o f f ic ia l  a g e n c i e s  
r e n e w e d  t h e  c o u n t r y ' s  c o m m e r c i a l  l i n e s  o f  c r e d i t ,  i n t e r - b a n k  d e p o s i t s  ( i n  t h e  a m o u n t  o f  U S $  16  
b i l l i o n )  a n d  t h e  m e c h a n i s m  f o r  r e f i n a n c i n g  a m o r t i z a t i o n  p a y m e n t s . 9
E a r l y  i n  t h e  y e a r ,  t h e  g o v e r n m e n t  t h a t  w a s  a b o u t  t o  l e a v e  o f f ic e ,  p u t  f o r w a r d  a  p r o p o s a l  t o  t h e  
b a n k s  f o r  a  m u l t i - a n n u a l  a g r e e m e n t  t o  c o v e r  t h e  p e r i o d  1 9 8 5 / 1 9 9 1  w h i c h  w o u l d  p r o v i d e  f o r  t h e  r o l l ­
o v e r  o f  a m o r t i z a t i o n  p a y m e n t s ,  a  r e d u c t i o n  i n  t h e  s p r e a d ,  t h e  u s e  o f  t h e  L IB C R  a s  a  r e f e r e n c e  r a t e  a n d
T a b le  2 0
BRAZIL: IMPORTS OF GOODS, BY GROUPS OF COUNTRIES OF ORIGIN
Millions of dollars FOB Percentagebreakdown Growth rates
1982 1983 1984 1985 1980 1985 1982 1983 1984 1985
Total 19 395 15 429 13 916 13 168 100.0 100.0 -12.2 -20.4 -9.8 -5.4
Industrialized market
economy countries 7 507 5 934 5 552 5908 46.3 44.9 -18.0 -21.0 -6.4 6.4
United States, 
Canada, EEC and
Japan 6 635 5 326 5 086 5 434 41.4 41.3 -19.6 -19.7 -4.5 6.8
United States" 2 861 2 409 2 297 2 616 17.9 19.9 -18.3 -15.8 -4.7 13.9
Canada 453 493 510 398 3.5 3.0 -15.2 9.0 3.3 -21.9
EEC* 2 441 1 863 1 726 1870 15.3 14.2 -18.0 -23.7 -7.3 8.3
Japan 881 561 553 550 4.6 4.2 -29.0 -36.3 -1.3 -0.6
Others’ 872 608 466 474 4.9 3.6 -3.3 -30.3 -23.4 1.8
Eastern Europe 463 503 421 334 1.1 2.5 91.6 8.5 -16.4 -20.6
Developing countries 11424 8 992 7 944 7 261 52.6 55.1 -10.0 -21.3 -11.7 -8.6
OPEP’ 7 468 5 751 5 005 4 389 36.7 33.3 -13.1 -23.0 -13.0 -12.3
Others 3 956 3 975 2 939 2 871 15.9 21.8 -3.3 0.5 -26.1 -2.3
ALADI7 3 287 2 204 2 141 1 614 11.7 12.3 5.1 -32.9 -2.9 -24.6
Argentina 550 358 511 469 3.3 3.6 -6.2 -34.9 42.7 -8.3
Mexico 789 709 630 387 1.9 2.9 0.7 -10.2 -11.1 -38.6
Venezuela 970 663 542 258 2.5 2.0 0.2 -31.6 -18.3 -52.4
Others 977 474 458 500 4.1 3.8 10.4 -51.5 -3.4 9.2
Rest of the devel-
oping countries 669 1 038 798 1 258 4.1 9.6 -29.0 55.1 -23.1 57.5
Source: ECLAC, on the basis of data from Banco do Brasil, Carteira de Comercio Exterior (CACEX).
"Includes Puerto Rico. European Economic Community (10 countries). ’South Africa, Australia, Austria, Spain, Finland, Iceland,
Malta, Norway, New Zealand, Portugal, Sweden, Switzerland, Turkey and Yugoslavia. Includes socialist countries of
Asia. ’Organization of Petroleum Exporting Countries, except Venezuela and Ecuador. ’Latin American Integration Association.
"This refinancing totalled USS 9 billion, one-ninth of which corresponded to loans from the Club of Paris
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BRAZIL
(Balances in millions of dollars at the end of each year)
Table 21
BRAZIL: INTERNATIONAL RESERVES
A b so lu te  v a r ia tio n
1982 1983 1984 1985"
1983 1984 1985°
I. International liquidity 3 994 4  563 1 1 9 9 5 1 1 6 0 8 569 7 432 -387
R e se rv e s , ex c lu d in g  g o ld c 3 928 4  355 11 503 10 863 427 7 153 -645
Special D ra w in g  R ig h ts  
IM F  re se rv e  p o s itio n 287 -287
F o re ig n  ex ch an g e 3 641 4  355 11 508 10 863 714 7 153 -645
G o ld , n a tio n a l v a lu a tio n 65 207 488 745 142 281 257
II. N e t  re se rv e s  o f  m o n e ta ry
a u th o r i ty ' ' 
A . A sse ts 3 250 3 757 1 1 0 3 3 10 631 507 7 276 -402
B. L iab ilitie s 6 134 7 053 6 791 5 917 9 1 9 -262 -874
S h o rt- te rm 5 590 4 4 0 8 2 606 1 309  -1 182 -1  803 -1  297
U se  o f  IM F  c r e d i t ' 5 4 4 2 645 4 185 4 608 2 101 1 541 423
C . N e t  re se rv es  (A -B ) 2 884 -3  296 4 242 4 714 -412 7 538 4 7 2
D . C o u n te rp a r t  a d ju s tm e n ts - - - 4 5 8 - 504 4 5 8
E. N e t  ad justed  re se rv e s  ( C - D ) / -2 884 -3 296 4  242 4  256 -412 7 034 14
Source: Central Bank of Brazil, Brazil, Programa Economico. A justam ento Interno e Externo, Vol. 10, February 1985.
’Preliminary figures. "Data published by the Central Bank of Brazil. ’Data published by the IMF. ’Method of calculation
employed to determine balance-of-payments performance in the framework of the corresponding goal agreed with the IMF. ’Re­
purchase commitments. Balance-of-payments result according to the methodology agreed with the IMF.
th e  a b s e n c e  o f  a n y  o b l ig a t io n  o n  th e  p a r t  o f  th e  in t e r n a t io n a l  b a n k s  to  c h a n n e l  n e w  r e s o u rc e s  to  
B ra z i l .  F o r  its  p a r t ,  th e  c o u n try  w o u ld  a g re e  to  m a k e  full p a y m e n t  o f  th e  i n te r e s t  o n  its  e x te r n a l  d e b t  
a n d  a c c e p t s u p e r v i s io n  o f  its  e c o n o m y  b y  th e  IMF u n ti l  th e  y e a r  2 0 0 0 . T h is  fo rm u la  d id  n o t  m e e t  w ith  
s u c c e s s , h o w e v e r ,  s in c e  th e  n e w  g o v e r n m e n t  re fu se d  to  c a rry  o u t a n  a d ju s tm e n t  p r o g r a m m e  th a t  w a s  
c o m p a t ib le  w i th  th e  g u id e l in e s  la id  d o w n  b y  th e  IMF.
N e g o t i a t i o n s  r e s u m e d  in  M a y . T h e  n e w  B r a z i l ia n  p r o p o s a l  s u g g e s te d  th e  d e n o u n c e m e n t  o f  th e  
e x te n d e d  f in a n c in g  a g r e e m e n t  a n d  its  r e p l a c e m e n t  b y  s ta n d -b y  c r e d i t  a r r a n g e m e n t s  a m o u n t in g  to  
s o m e U S $  1.2 b il l io n . H o w e v e r ,  n o  a g r e e m e n t  w a s  r e a c h e d  o n  th e  t a r g e t s  fo r th e  e c o n o m y  e s p e c ia l ly  
a s  r e g a r d s  t h e  p u b l ic  s e c to r  o n  t h a t  o c c a s io n  e i th e r .
In  S e p te m b e r  th e  g o v e r n m e n t ,  w h ic h  h a d  a p p o in te d  a  n e w  e c o n o m ic  t e a m , b e g a n  ta lk s  w i th  th e  
c r e d i to r  b a n k s  w ith  th e  a im  o f  a c h ie v in g  a  d ir e c t  a g r e e m e n t  t h a t  w o u ld  e l im in a t e  th e  n e e d  fo r  s ig n in g  
a  p r io r  a g r e e m e n t  w i th  th e  F u n d . T h e  e x c e l le n t  r e s u l t s  t h a t  th e  c o u n try  w a s  a b le  to  s h o w  in  its  t r a d e  
b a la n c e  a n d  th e  im p l e m e n t a t i o n  o f  m a jo r  r e fo r m s  in  th e  p u b lic  s e c to r  m a d e  i t  p o s s ib le  fo r  an  
a g r e e m e n t  to  b e  r e a c h e d  b e tw e e n  th e  p a r t i e s .  T h e  a g r e e m e n t  w a s  fo rm a lly  s ig n e d  in  e a r ly  1986.
d ) The external debt
In  1 9 8 5 , th e  to ta l  e x t e r n a l  d e b t  s h o w e d  a  s l ig h t  a b s o lu te  d e c l in e  (U S $  117 m il l io n  le s s )  fo r th e  
f ir s t  t im e  in  tw o  d e c a d e s . T h e  m e d iu m -  a n d  lo n g - te r m  d e b t  in c r e a s e d  b y  U S $  1 b i l l io n ,  w h e r e a s  th e  
s h o r t - t e r m  d e b t  w a s  re d u c e d  fo r  t h e  t h i r d  c o n s e c u t iv e  y e a r ;  i t  th u s  a m o u n te d  to  U S $  7.5 b i l l io n ,  w h ic h  
w a s  e q u iv a le n t  to  le s s  t h a n  6 0 %  o f  th e  d e b t  re c o rd e d  o n ly  t h r e e  y e a r s  p r e v io u s ly  ( s e e  ta b le  2 2 ) .
N o t w i t h s t a n d i n g  th i s ,  th e  d e b t  in d ic a to r s  s h o w e d  a  s l ig h t  d e t e r i o r a t i o n  b e c a u s e  o f  th e  d e c lin e  
in  th e  v a lu e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s . T h u s ,  t h e  r a t io  b e tw e e n  d e b t s e rv ic in g  a n d  to ta l  e x p o r t s ,  
w h ic h  b e tw e e n  1982 a n d  1984 h a d  d e c l in e d  f ro m  9 5 %  to  6 9 % ,  m o u n te d  to  a lm o s t  7 8 % ,  w h ile  th e  
r a t io  o f  d e b t  s e r v i c i n g / d i s b u r s e m e n t s  ro se  f ro m  1 2 0 %  in  1984 to  a lm o s t  1 8 0 %  in  1985 a n d  th e  
d e b t / e x p o r t s  r a t io  r e a c h e d  3 3 4 % ,  w h ic h  w a s  lo w e r  o n ly  t h a n  th a t  r e c o rd e d  in  1983 (s e e  t a b le  2 3 ) .
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Table 22
( M il l io n s  o f  d o l l a r s  a t  e n d  o f  e a c h  y e a r )
BRAZIL: EXTERNAL DEBT
1979 1980 1981 1982 1983 1984 1985"
Total external debt, registered
and unregistered ... 71 878 83 205 91 362 99  765 99  648
I. Medium- and long-term debt (re g is te re d )
Total 4 9  904
C o m p e n sa to ry  loans 19
U n ite d  S ta tes  G o v e rn m e n t 19
In te rn a tio n a l  M o n e ta ry  F un d -
O th e rs -
B o n d s 2  966
In te rn a t io n a l  ag encies 3 211
W o rld  B an k 2  181
In te r-A m e r ic a n  D e v e lo p m e n t B ank 873
In te rn a tio n a l  F in an ce  C o rp o ra tio n 157
O fficial b ila te ra l ag en c ies 
A g en ce  for I n te rn a tio n a l
3 2 1 9
D e v e lo p m e n t (U S A ID ) 1 077
P ro g ra m m e  loans 531
P ro je c t loans 546
W h eat* 300
U n ite d  S ta tes  E x p o r t- Im p o r t  B ank 929
E x p o r t- Im p o r t  B an k  o f  J a p a n  
K re d ita n s ta l t  fiir
399
W ied erau fb au  (F R G ) 511
O th e r s ' 3
S u p p lie r  c red its 5 673
F in an c ia l c red its 34 625
R e so lu tio n  N o . 63 7 724
L aw  N o . 4131 2 6  883
O th e r  c red its 191
53 848 61 411 70 198 81 319 91 091 92 112
- - 544 2  645 3 967
- - 544 2  645 3 967
3 236 2  896 2  610 2  2 2 6 1 737
3 485 3 583 3 847 4  326 5 714
2  246 2  2 6 4 2  341 2  588 3 905
1 0 4 7 1071 1 203 1 367 1 397
192 248 301 303 285
3 485 3 894 4  160 4  855 6 603
1 050 1 019 989 967 895
512 4 9 0 4 7 0 4 4 9 4 2 9
538 529 519 518 4 6 6
514 568 889 1 212 1 375
931 955 934 981 789
4 8 9 508 477 502 384
4 9 8 624 613 722 644
3 220 258 471 2  516
5 651 5 894 5 983 7 513 6 492
37 820 44  984 52 918 59 626 66  467
9 924 13 456 16 146 15 115 13 630
27  887 31 520 36 763 44  511 52 830
171 160 136 128 111
Total
T ra d itio n a l o p e ra tio n s  
C o m m erc ia l lin es  o f  c red it 
B raz ilian  co m m erc ia l ban k s 
A sse ts  
L ia b ilitie s  
Special o p e ra tio n s  
B rid g in g  loans 
A rre a rs  in  d eb t p a y m e n t 
C lu b  o f  P a r is  and  o th e r  tra n sa c tio n
II. Short-term debt (u n re g is te re d )  
10 467 13 007 10 313 8 674 7 536
9 292 7 973 8 374 7 536
5 034 4  377 3 779 3 537
4  306 7 596 4  595 3 999
2  099 1 9 2 4 2  274 2  274
6 405 5 520 6 869 6 273
3 715 2  340 300 -
3 715 - - -
2  340 - -
- 300 -
Source: Central Bank of Brazil, Brazil, Programa Economico. A justam ento Interno e Externo, Vol. 10, February 1986.
"Preliminary figures. "United States Law 480, loans from the Canadian Wheat Board ad other credits for wheat. f Most o f this item 




BRAZIL: INDICATORS OF EXTERNAL INDEBTEDNESS
1979 1980 1981 1982 1983 1984 1985”
M il l io n s  o f  d o lla rs
Registered debt service 11788 14 145 17 802 20 765 20 066 20 123 21418
Amortization payments 6 527 6 689 7 496 8 215 10 403 8 888 9 718
Interest payments 5 261 7 456 10 306 12 550 10 263 11 235 11 700
Disbursements 11907 11419 17 424 14 207 14 518 16 799 11966
Percentages
Registered external debt/exports 
of goods and services 
Registered external debt service/
298.7 246.4 240.6 319.6 344.4 324.1 334.0
exports of goods and services 
Net interest/exports of goods
70.6 64.7 69.8 94.5 87.5 69.4 77.7
and services 24.6 28.9 35.9 51.7 40.4 34.8 37.7
Registered debt service/disbursements 99.0 123.8 102.2 146.2 142.4 119.8 179.0
Source: ECLAC, using data from the International Monetary Fund and the Central Bank of Brazil. 
"Preliminary figures.
Table 24
BRAZIL: PUBLIC EXTERNAL DEBT” 
(Millions ofdollars)
1981 1982 1983 1984 1985*
T o ta l 4 9 6 0 1 53 894 69  139 79  386 79 563
R e g is te re d  d eb t 4 0  575 45 502 58 975 70 569 72 018
F ed era l g o v e rn m e n t 5 454 5 510 9 015 13 468 13 611
S ta tes  and m u n ic ip a litie s 2  680 3 058 3 213 3 787 3 961
A u to n o m o u s , pub lic  and
se m i-p u b lic  e n te rp r is e s 32441 36 934 4 6  747 53 314 54 446
U n re g is te re d  d e b tc 5 394 4  475 3 869 3 473 3 000
R e g is te re d  d e p o s its  o f  th e
p r iv a te  sec to r in  fo re ig n  currency 3 632 3 917 6 295 5 344 4  545
Source: Central Bank of Brazil, Brazil. Programa Económico. A justam ento Interno e Externo, Vol. 10, February 1986. 
"Excludes State Banks. Preliminary figures. ’Commercial lines of credit.
At the same time, the process of transferring responsibility for the external debt from the 
private sector to the State continued. Thus, the proportion of the total debt represented by the public 
external debt rose to 80% compared with 69% in 1981 (see table 24). The renegotiation of the debt 
and the procurement of new IMF loans increased the external debt of the federal government by 150% 
between 1981 and 1985. The private sector's deposits in foreign currency recorded in the Central 
Bank were another important mechanism for implementing this transfer.
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4. Prices and wages
a )  P r i c e s
I n  1 9 8 5 ,  i n f l a t i o n  i n c r e a s e d  f o r  t h e  f o u r t h  c o n s e c u t i v e  y e a r ,  v e r g i n g  o n  2 4 0 %  i n  t e r m s  o f  t h e  
D e c e m b e r - t o - D e c e m b e r  v a r i a t i o n  i n  t h e  g e n e r a l  p r i c e  i n d e x  o f  d o m e s t i c  s u p p ly  (1 G P /D I)  ( s e e  
t a b l e  2 5 ) . 10 *
T h e  a b s e n c e  o f  a n y  s h a r p  c h a n g e s  i n  c r o p  p r o d u c e  s u p p ly  o r  i n  i m p o r t s  d u r i n g  t h e  f i r s t  t e n  
m o n t h s  o f  t h e  y e a r  f a c i l i t a t e d  c o n t r o l  o f  t h e  p r e s s u r e s  t h a t  w o u l d  t e n d  t o  s p e e d  u p  in f l a t i o n .  H o w e v e r ,  
t h i s  s i t u a t i o n  c h a n g e d  b e g i n n i n g  i n  N o v e m b e r  w h e n  t h e  p r i c e s  o f  c r o p  p r o d u c e  w e r e  a f f e c te d  b y  t h e  
d r o u g h t  w h i c h  h i t  t h e  c e n t r a l - s o u t h e r n  r e g io n .
V a r i o u s  a n t i - i n f l a t i o n a r y  p o l i c i e s  w e r e  i m p l e m e n t e d  d u r i n g  t h e  y e a r .  A l t h o u g h  th e y  a f f e c te d  
t h e  r a t e  o f  p r i c e  i n c r e a s e s ,  t h e y  d i d  n o t  s u c c e e d  i n  e l i m i n a t i n g  t h e  i n e r t i a l  f o r c e  o f  i n f l a t i o n ,  w h i c h  
s t e m m e d  f r o m  t h e  w i d e s p r e a d  p r o c e s s  o f  t h e  i n d e x a t i o n  o f  t h e  e c o n o m y .
T h e  t h i r d  q u a r t e r  s a w  t h e  c o n t i n u a t i o n  o f  t h e  p o l ic y  o f  l i b e r a l i z i n g  a n d  u p d a t i n g  p u b l i c  r a t e s  
a n d  c h a r g e s  w h i c h  h a d  b e e n  s t a r t e d  d u r i n g  t h e  s e c o n d  h a l f  o f  1 9 8 4 .11 T h i s  p o l i c y  l e d  t o  a n  a v e r a g e  
m o n t h l y  r a t e  o f  i n f l a t i o n  o f  1 2 %  f o r  t h e  q u a r t e r  ( m e a s u r e d  b y  t h e  IG P /D 1 ) , w h i c h  i n d i c a t e d  a n  
i n c r e a s e  i n  i n f l a t i o n  o f  c lo s e  t o  3 0 0 %  f o r  t h e  y e a r  ( s e e  f i g u r e  2 ) .
B e g i n n i n g  i n  M a r c h ,  t h e  n e w  g o v e r n m e n t  i m p l e m e n t e d  a n  a n t i - i n f l a t i o n a r y  p o l ic y  w h i c h  w a s  
b a s e d  u p o n  r i g o r o u s  p r i c e  c o n t r o l s .  P u b l i c  r a t e s  a n d  c h a r g e s  a s  w e l l  a s  t h e  p r i c e s  t h a t  w e r e  
a d m i n i s t e r e d  b y  t h e  p u b l i c  s e c t o r  — e s p e c i a l l y  t h o s e  o f  f u e l s  a n d  a u t o m o b i l e s —  w e r e  f r o z e n ,  w h i l e  
t h e  p r i c e s  o f  t h e  o t h e r  i n d u s t r i a l i z e d  p r o d u c t s  r e m a i n e d  u n d e r  t h e  c o n t r o l  o f  t h e  I n t e r m i n i s t e r i a l  
P r i c e  B o a r d .  T h i s  p o l ic y  r e m a i n e d  i n  f o r c e  u n t i l  J u ly  a n d  p e r m i t t e d  t h e  r e d u c t i o n  o f  t h e  a v e r a g e  
m o n t h l y  i n c r e a s e  i n  i n d u s t r i a l  p r i c e s  f r o m  1 3 %  d u r i n g  t h e  f i r s t  q u a r t e r  t o  6 %  i n  t h e  s e c o n d .  T h i s  
p e r i o d  c o i n c i d e d  w i t h  t h e  h a r v e s t i n g  o f  t h e  m a i n  a g r i c u l t u r a l  c r o p s ,  w h o s e  p r i c e s  r o s e  a t  a r o u n d  9 %  
p e r  m o n t h ,  w i t h  t h e  r e s u l t  t h a t  a v e r a g e  m o n t h l y  i n f l a t i o n  b e t w e e n  A p r i l  a n d  J u ly  fe l l  t o  8 % .
T h e  p o s s i b i l i t y  o f  m a i n t a i n i n g  t h e  f r e e z e  o n  p u b l i c  p r i c e s  a n d  t h e  s t r i c t  c o n t r o l  o f  t h e  p r i c e s  o f  
m a n u f a c t u r e d  g o o d s  w a s  j e o p a r d i z e d  b y  t h e  i n c o n s i s t e n c y  o f  t h e s e  m e c h a n i s m s  w i t h  t h e  e c o n o m y 's  
g e n e r a l i z e d  i n d e x a t i o n  a n d  t h e  p o l ic y  o f  i n t e r n a l  i n t e r e s t  r a t e s .  T h e  m o n e t a r y  c o r r e c t i o n  m e c h a n i s m  
f o r  p u b l i c  b o n d s ,  w h i c h  i s  t h e  b a s i c  i n d i c a t o r  f o r  c o n t r a c t  i n d e x a t i o n ,  w a s  c h a n g e d  i n  A p r i l .  U n t i l  
t h e n ,  t h e  m o n t h l y  c o r r e c t i o n  h a d  b e e n  b a s e d  o n  t h e  v a r i a t i o n  i n  t h e  g e n e r a l  p r i c e  i n d e x  ( I G I /D I ) .  F r o m  
M a y  o n w a r d ,  t h e  m o n t h l y  c o r r e c t i o n  w a s  p r e - e s t a b l i s h e d  a c c o r d i n g  t o  t h e  g e o m e t r i c a l  a v e r a g e  o f  t h e  
m o n t h l y  v a r i a t i o n  i n  t h e  i n d e x  d u r i n g  t h e  t h r e e  p r e c e d i n g  m o n t h s .
A s  m o n t h l y  i n f l a t i o n  d r o p p e d  s h a r p l y  a s  a  r e s u l t  o f  t h e  f r e e z i n g  o f  p u b l i c  p r i c e s  a n d  t h e  c o n t r o l  
o f  i n d u s t r i a l  p r i c e s ,  t h e  m o n t h l y  c o r r e c t i o n  c a l c u l a t e d  o n  t h e  n e w  s c a l e  f o r  t h e  p e r i o d  A p r i l - J u l y  w a s  
s u b s t a n t i a l l y  h i g h e r  ( 1 2 % )  t h a n  t h e  i n c r e a s e  i n  t h e  g e n e r a l  p r i c e  le v e l .  T h i s  i n d e x a t i o n  s c a le  
d r a s t i c a l l y  i n c r e a s e d  f i n a n c i a l  c o s t s ,  w h o s e  r e a l  i n t e r e s t  r a t e  w a s  p u s h e d  u p w a r d  b y  t h e  s a l e  o f  p u b l i c  
b o n d s  o n  a  v e r y  l a r g e  s c a le  a s  a n  e x p r e s s i o n  o f  t h e  g o v e r n m e n t 's  i n t e n t i o n  t o  c o n t r o l  m o n e t a r y  
e x p a n s i o n .
I n  a d d i t i o n  t o  t h e  i n c r e a s e  i n  f i n a n c i a l  c o s t s ,  e n t e r p r i s e s  w e r e  f a c e d  w i t h  a n  i n c r e a s e  i n  t h e  c o s t s  
o f  t h e i r  i m p o r t e d  r a w  m a t e r i a l s ,  a s  t h e  e x c h a n g e  r a t e  w a s  s u b je c t  t o  t h e  s a m e  i n d e x a t i o n  s c a le .  
E n t e r p r i s e s  t h e r e f o r e  p r e s s e d  f o r  a  r e v i e w  o f  t h e  p r i c e  p o l ic y .  A l t h o u g h  t h e  g o v e r n m e n t  a t t e m p t e d  t o  
p r e v e n t  t h e  t r a n s f e r  o f  t h e s e  p r e s s u r e s  t o  t h e  p r i c e  l i b e r a t i o n  p r o c e s s  w h i c h  h a d  b e e n  s t a r t e d  i n  J u ly ,  
i n f l a t i o n  r e a c h e d  1 4 %  i n  A u g u s t .
A t  t h e  e n d  o f  A u g u s t ,  t h e  n e w  e c o n o m i c  t e a m  d e c i d e d  t o  r e v e r t  t o  t h e  f o r m e r  i n d e x a t i o n  s y s t e m ,  
w h i c h  w a s  b a s e d  o n  t h e  m o n t h l y  c h a n g e  i n  t h e  g e n e r a l  p r i c e  i n d e x .
T h e  a p p l i c a t i o n  o f  t h e  p r i c e  c o n t r o l  p o l ic y  f r o m  A p r i l  t o  J u n e  c o i n c i d e d  w i t h  a  p e r i o d  o f  
s u b s t a n t i a l  w a g e  i n c r e a s e s  i n  t h e  i n d u s t r i a l  a n d  p u b l i c  s e c t o r s .  T h u s ,  d o m e s t i c  d e m a n d  e n t e r e d  a  
p h a s e  o f  s t r o n g  r e c o v e r y  i n  t h e  s e c o n d  h a l f  o f  t h e  y e a r .  I n  s o m e  s e c t o r s  w h i c h  h a d  l i m i t e d  i n v e n t o r i e s ,  
t h e  d e m a n d  p r e s s u r e s  w e r e  r a p i d l y  f e l t .  T h e  g o v e r n m e n t  a t t e m p t e d  t o  c o n t r o l  t h e  s u b s e q u e n t
10 At the end of the year, a new official index was adopted for calculating inflation. This was termed "the extended national consumer 
price index" (1PCA) and had been developed by the Brazilian Geographical and Statistical Institute. The main difference from the index used 
previously was that its weightings included the expenditures of families with incomes lower than 30 minimum wages. The national consumer 
price index (INPC), on the other hand, covers the expenditure of families whose incomes equal a maximum of five minimum wages.
"For example, the removal of the subsidy on wheat was speeded up, whereupon its price rose by more than 180’/ between November 




BRAZIL: EVOLUTION OF DOMESTIC PRICES
G e n e ra l p rice  index" 
T o ta l supp ly  
D o m e s tic  av ailab ility
W h o le sa le  p rice  ind ex  
T o ta l supp ly  
A g ricu ltu ra l p ro d u c ts  
In d u s tr ia l p ro d u c ts  
D o m e s tic  av a ilab ility  
R a w  m a te r ia ls  
Foodstu ffs
C o n su m e r  p ric e  index  
R io  de  J a n e iro  
F o o d
B u ild in g  costs 
R io  de  J a n e iro
N a tio n a l co n su m er p rice  
in d e x '
R e s tr ic te d  IN P C  
E x te n d e d  IPC A
G e n e ra l p rice  index  
T o ta l supp ly  
D o m e s tic  av a ilab ility
W h o le sa le  p rice  index  
T o ta l supp ly  
D o m e s tic  av a ilab ility
C o n su m e r  p rice  index
R io  de  J a n e iro
B u ild in g  costs
R io  de  J a n e iro
N a tio n a l  c o n su m e r p ric e  in d e x ' 
R e s tr ic te d  IN P C  
E x te n d e d  IPC A
1980 1981 1982
D e c e m b e r- to -D e c e m b e r v a r ia t io n
108.5 92 .8 99.2
110.2 95.2 99.7
118.7 90.5 96 .8
138.2 70.7 89.0
110.3 99.7 99.8








Variation b e tw e e n  annual a v e ra g e s
98.4 106.8 94.2
100.2 109 9 95.4
106.5 108.2 92 .0
199.2 113.1 94 .0
82.8 105.6 98.0




212 .9 2 2 5 .6 241.4
211 .0 223 .8 235.1
2 38 .4 233 .2 2 3 4 .6
335.8 230.5 2 67 .7
200.5 233 .2 221.1
2 34 .0 230 .3 225 .7
214.4 2 3 0 .6 198.6
299.5 2 23 .6 238.1
177.9 208 .7 248.5
2 56 .9 224.5 265 .9
148.9 2 1 3 4 2 8 3 6
172.9 203 .3 228 .4
164.4 208 .9 233 .7
156.3 222.5 2 29 .4
154.5 220 .6 225.5
168.3 236 .2 228 .9
164.9 232 .9 223 .4
142.0 196.7 2 27 .0
119 6 195.1 241 .3
134.8 191.1 218.2
133.2 188.8 223.5
Source: Getulio Vargas Foundation, Conjuntura económica, and Central Bank of Brazil, Inform ativo mental, various issues.
’The price index is a weighted average of the indexes of wholesale prices (60%), the cost of living in Rio de Janeiro (30%) and building costs 
(10%). Up to February 1985, this entry corresponds to the index of building costs in Rio de Janeiro. From March onwards, it refers to
building costs in Brazil. ’The two concepts take different aspects into account in their weighting The weightings of the restricted INPC 
include the expenditures of families with incomes of up to five minimum wages, whereas the extended IPCA is weighted for the expenditures of 
families with incomes of up to 30 minimum wages.
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increases by reducing the maximum period for consumer credits to 12 months in October. Finally, in 
the last two months of the year, agricultural prices rose faster because of the drought in the central- 
southern region of the country.
Beginning in November, a new indexation methodology was introduced with the use of a single 
index for readjusting exchange rate, wages and the monetary correction for public securities. These. 
readjustments would be calculated on the basis of the monthly variation in the extended national 
consumer price index (IPCA). With the adoption of this single index, the relative prices of the 
economy could gradually be synchronized, thus making possible the implementation of the 
stabilization plan of February 1986.
Figure 2
BRAZIL: NATIONAL CONSUMER PRICE INDEX




1982. 1983 1984 1985
Source: ECLA C, o n  th e  basis o f  official data.
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BRAZIL
BRAZIL: AVERAGE WAGES IN INDUSTRY 
(Base 1981 = 100)
Table 26
A v e ra g e  n o m in a l w age 
In d ex  V a ria tio n
C o n su m e r p rices" A v erag e  real w age
In d ex V aria tio n In d ex V aria tio
1980 46.1 92.5 50.4 94.6 91.5 -1.1
1981 100.0 117.1 100.0 98.6 100.0 9.3
1982 212.6 112.6 200.4 100.4 106.1 6.1
1983 4 62 .9 117.7 467 .4 133.2 99.0 -6.7
1984 1 386.8 199.6 1 350.0 188.8 102.7 3.8
1985 4  827.8 248.1 4  367.1 223.5 110.5 7.6
Source: Cietulio Vargas Foundation and Brazilian Geographical and Statistical Institute (IBCili). 
"Extended national consumer price index.
b) Wages
Economic growth and the new government's wage policy led to a substantial improvement in 
real wages (8% in the industrial sector and 4% for the minimum wage), which permitted a partial 
recovery from the losses sustained during the recession (see table 26). These improvements were the 
result of lengthy negotiation processes and strong trade-union pressure.
The new government promoted a policy of gradually re-establishing the purchasing power of 
the minimum wage. To this end, the two readjustments of the minimum wage that were granted were 
higher than the variation in the national consumer price index. However, the recovery of the average 
purchasing power of the minimum wage was only significant in the metropolitan areas of Rio de 
Janeiro, Sao Paulo, Porto Alegre and the Federal District (see table 27).
The government also permitted a partial recovery to be made by the wages of public servants 
and employees of State enterprises. This particularly favoured the highest wages which, in relative 
terms, had been most affected in previous years by the application of readjustment percentages that 
were lower than inflation.
On the other hand, the government refrained from intervening in private-sector wage 
negotiations, thus encouraging free negotiations between the parties, with the mediation of the 
labour arbitrator to resolve conflicts. However, it opposed shortening the readjustment periods to 
less than six months, which was something that the trade unions regarded as a priority. In those cases 
where it was established that wage readjustments should take place at more frequent intervals, the 
government prevented the resulting higher costs from being transferred to prices.
Those sectors which had a more organized trade-union structure, such as industry, transport 
and banks, were able to obtain readjustments equal to the total variation in the IN PC increases for 
higher productivity and, in particular, more frequent readjustments.” This enabled'average wages to 
rise, notwithstanding the price increases which occurred late in the year. For the industrial sector, the 
average wage increase reached 8% and in the State of Sao Paulo it was 22% according to that State's 
Federation of Industries. In other sectors of the economy, wages were generally readjusted by an 
amount equal to 100% of the 1NPC variation and were made subject to a real increase close to that 
made in the minimum wage (4%).
In November, a change in the wage policy was announced. The readjustment to be awarded the 
following January would be calculated according to the IPCA variation, and the lag between the period 
of calculation and its application would be reduced to one month. Thus, thejanuary adjustment would 
take as its basis the IPCA variation between July and December rather than the May-to-November 
variation.
'-The shortening of the readjustment period usually took the form of quarterly advances whose payment was stipulated in wage 
agreements.
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5. Fiscal and monetary policy
D u r i n g  t h e  c o u r s e  o f  t h e  y e a r  s u b s t a n t i a l  c h a n g e s  w e r e  m a d e  i n  f i s c a l  a n d  m o n e t a r y  p o l i c y ;  t h e s e  
c h a n g e s  s t e m m e d  f r o m  t h e  a u t h o r i t i e s '  r e l a t i v e  la c k  o f  c la r i t y  a t  t h e  b e g i n n i n g  o f  t h e  y e a r  i n  r e s p e c t  o f  
t h e  p r i o r i t y  o b j e c t i v e s  o f  t h e  e c o n o m i c  p o l ic y .  T h e  f i s c a l  a n d  m o n e t a r y  p o l i c y  w a s ,  o n  t h e  w h o l e ,  a  
p a s s i v e  o n e  w h i c h  o n ly  j u s t  p e r m i t t e d  t h e  s u p p ly  o f  t h e  n e c e s s a r y  l i q u id i t y  t o  e n a b l e  t h e  e c o n o m y  t o  
f u n c t io n .
a) M o n e ta r y  p o l ic y
M o n e t a r y  p o l i c y ,  e s p e c i a l l y  d u r i n g  t h e  s e c o n d  h a l f  o f  t h e  y e a r ,  w a s  d i r e c t e d  t o w a r d s  
m a i n t a i n i n g  a  l e v e l  o f  l i q u id i t y  c o m p a t i b l e  w i t h  t h e  g r a d u a l  r e d u c t i o n  o f  i n t e r e s t  r a t e s .  C o n t i n u i n g  
t h e  t r e n d  w h i c h  b e g a n  i n  t h e  s e c o n d  h a l f  o f  1 9 8 4 ,  t h e  e x p a n s i o n  i n  t h e  m e a n s  o f  p a y m e n t  w a s  g r e a t e r  
t h a n  t h e  r i s e  i n  p r i c e  l e v e l s ,  t h u s  i n c r e a s i n g  t h e  r e a l  l i q u id i t y  i n  t h e  e c o n o m y .  T h e  e x p a n s i o n  o f  t h e  
m e a n s  o f  p a y m e n t  w a s  a  r e s u l t  o f  t h e  d y n a m i s m  o f  e c o n o m i c  a c t iv i ty  a n d  o f  t h e  i n c r e a s e d  
m o n e t i z a t i o n  o f  t h e  p u b l i c  d e f i c i t  ( s e e  t a b l e s  2 8  a n d  2 9 ) .
T h e  m a i n  f a c t o r s  i n  t h e  e x p a n s i o n  o f  t h e  m o n e t a r y  b a s e  w e r e  c r e d i t  t o  t h e  a g r i c u l t u r a l  s e c t o r  
a n d  e x c h a n g e  o p e r a t i o n s  ( s e e  t a b l e  3 0 ) .  T h e  e x c e l l e n t  w h e a t  y i e ld  g e n e r a t e d  a  g r e a t e r  d e m a n d  o n  t h e  
p a r t  o f  t h e  a g r i c u l t u r a l  s e c t o r  f o r  g o v e r n m e n t  r e s o u r c e s  t o  p u r c h a s e  g r a i n  a n d  t o  p a y  f o r  t h e  s u b s id y  
g r a n t e d  t o  t h i s  p r o d u c t .  F u r t h e r m o r e ,  t h e  v a r i a t i o n  i n  f o r e i g n - c u r r e n c y  d e p o s i t s  i n  t h e  C e n t r a l  B a n k  
a n d  t h e  s u r p l u s  g e n e r a t e d  i n  t h e  t r a d e  b a l a n c e  i n f l u e n c e d  e x c h a n g e  o p e r a t i o n s .  T h e  T r e a s u r y 's
T a b le  2 7
BRAZIL: COST OF LIVING AND MINIMUM WAGES
In d ex es  (1978  ==  100) G irow th ra tes
M ajor cities
1983 1984 1985 1981 1982 1983 1984 1985
N (sm in a l w a g e
Sao P au lo 2  474 6 789 22  923 102.9 98.9 114.5 174.4 237 .7
R io  de  J a n e iro 2  474 6 789 22  923 102.9 98.9 114.5 174.4 237 .7
B elo  H o r iz o n te 2  474 6 789 22  923 102.9 98.9 114.5 174.4 237 .7
P o r to  A le g re 2  663 7 307 24 673 102.9 98.9 114.5 174.4 237 .7
F ed e ra l D is tr ic t 2  474 6 789 22  923 102.9 98.9 114.5 174.4 237.7
R ecife 2  971 9 045 30 540 107.7 104.8 120.9 204.4 237 .7
C o n s u m e r  p r ic e  ind  ex
S ïo  P au lo 2  336 6 364 19 208 95.6 89.6 135.6 172.4 201 .8
R io  d e  J a n e iro 2  749 8 157 2 9  029 105.5 98.0 142.0 196.7 227.0
B elo  H o r iz o n te 3 179 10 592 40  801 104.6 95.7 136.3 233.2 285.2
P o rto  A le g re 2  954 8 652 28  180 112.0 96.9 141.0 192.9 225 .7
F ed e ra l D is tr ic t 3 443 10 950 36 398 112.8 106.1 154.6 218.0 232.4
R ecife 3 914 11 328 42  094 118.2 106.7 167.4 189.4 271 .6
R ea l im in im u m  w a g e
Sao P au lo 105.9 106.7 119.3 3.7 4.9 -9.0 0.7 11.8
R io  d e  J a n e iro 90.0 83.2 79.0 -1.3 0.4 -11.4 -7.5 4.7
B elo  H o r iz o n te 77.8 64.1 56.2 -0.8 1.5 -9.2 -17.6 -12.3
P o r to  A le g re 90.2 84.5 87.6 -4.3 1.0 -11.0 -6.4 3.7
F ed era l D is tr ic t 71.8 62.0 63.0 -4.6 -3.5 -15.8 -13.7 1.6
R ecife 75.9 79.8 72.6 -4.8 -0.9 -17.4 5.1 -9.0




BRAZIL: PRIVATE SECTOR LIQUIDITY
( P e r c e n t a g e  v a r ia t io n s  b e t w e e n  e n d - o f - D e c e m b e r  b a la n c e s )
M 1











260 .8 252 .6
276 .3 260 .7
Source: Getulio Varagas Foundation, Conjuntura económica, February 1983.
Note: M1 = means of payment (currency outside banks + demand deposits in the monetary system).
M’ = M1 +• demand deposits in public savings banks and the National Co-operative Credit Bank + time deposits. 
M1 = M’ + savings deposits.
T ab le  29
BRAZIL: MONETARY BASE AND MEANS OF PAYMENT
( P e r c e n t a g e  v a r ia t io n s )
M o n e ta ry  base  M e an s  o f  p a y m e n t
D u r in g  
th e  year
O v e r las t 
12 m o n th s
D u rin g  
th e  year
O v e r la s t 
12 m o n th s
1983
M a rch 7.6 86.0 -2.7 78.0
Ju n e 26.0 92.5 24 .8 87.4
S e p te m b e r 45.7 95.3 45 .8 9 9 0
D e c e m b e r 89.1 89.1 92.0 92 .0
1984
M a rch 8.3 115.1 11.1 101.1
Ju n e 38.8 119.8 57.2 142.7
S e p te m b e r 86.2 150.4 108.7 167.2
D e c e m b e r 2 0 3 .5 2 03 .5 2 4 3 8 2 43 .8
1985
M a rch 14.1 253.1 10.2 207 .3
Ju n e 50.9 208.1 55.6 238 .3
S e p te m b e r 109.5 245.1 128.2 270.1
D e c e m b e r 251.3 251.3 307.6 307.6
Source: Central Bank of Brazil, Informativo mensal, January 1986.
c o n t r i b u t i o n  c o v e r e d  o n ly  a  p a r t  o f  t h e  o p e r a t i o n s  c a r r i e d  o u t  b y  t h e  m o n e t a r y  a u t h o r i t i e s  b y  m e a n s  o f  
s p e c i a l  l i n e s  o f  c r e d i t  a n d ,  t h e r e f o r e ,  t h e  s a l e  o f  p u b l i c  d e b t  b o n d s  o n  t h e  m a r k e t  w a s  w id e ly  u s e d .
I n  1 9 8 5 ,  t h e  f i n a n c i a l  s y s t e m  e n c o u n t e r e d  s e r i o u s  d i f f i c u l t i e s .  O n  t h e  o n e  h a n d ,  t h e r e  w e r e  
p r o b l e m s  w i t h  t h e  l o a n s  g r a n t e d  t o  s e c t o r s  — s u c h  a s  s h i p  b u i l d i n g  a n d  a g r i c u l t u r a l  c o - o p e r a t i v e s —  
w h i c h  h a d  d e t e r i o r a t e d  c o n s i d e r a b l y  d u r i n g  t h e  c r i s i s  o f  t h e  p a s t  f e w  y e a r s .  O n  t h e  o t h e r  h a n d ,  i n  
M a r c h ,  t h e  C e n t r a l  B a n k  w a s  f o r c e d  t o  i n t e r v e n e  ¡n  s ix  f i n a n c i a l  g r o u p s ,  t h r e e  o f  w h i c h  w e r e  a m o n g  
t h e  t e n  l a r g e s t  p r i v a t e  n a t i o n a l  b a n k s  i n  t h e  c o u n t r y .  D i f f e r e n t  s o l u t i o n s  w e r e  a d o p t e d :  t w o  o f  t h e
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liquidated groups — both w ith  headquarters in the southern region of the country—  were merged to 
form a new public bank by means of a capital contribution from the federal government. The agencies 
of the other three groups were purchased by the other private national banks. The Central Bank did 
not assume the external obligations of the latter; instead, the foreign creditors of these institutions 
were treated on the same basis as the national ones.
The difficulties faced by the financial system caused deposits to be channelled to public or 
foreign banks operating in the country. The difficulties also caused the private national banks to 
manage their lending operations more cautiously. Thus, there was a reversal of the trend of recent 
years, when private financial institutions had increased their participation in the loans granted to the 
private sector. In  contrast, the loans granted by the Banco do Brasil to the private sector showed a real 
expansion for the first time in the decade (see table 31).
Table 30
BR AZIL: M A IN  FACTORS OF E X P A N S IO N  A N D  C O N T R A C T IO N  
OF T H E  M O N E T A R Y  BASE
( V aria tion s in b illio n s  o f  cru zeiros)
1982 1983 1984 1985”
A. Factors of expansion 3 254.9 8  139.1 25 024 100 823
Credit to the agricultural sector 1 431.1 2 280.0 7  396 35 862
Crops 794.1 1 446 .4 4 903 11 776
Marketing of wheat 284 .0 516.7 1 5 4 4 11 657
Minimum prices 180.6 -139.1 261 3 797
Sugar: exports and cost equalization 172.4 456 .0 6 8 8 4 134
Export credits 493 .7 974.5 -260 4 4 9 8
Credit to the public sector 403 .4 2 290.3 5  431 6 589
Public debt* 217.6 2 290.3 - -
Special operationsc 185.8 - 5  431 6 589
Credit from the Central Bank 280.2 761.9 1  379 950
Special funds and programmes 77.0 458.1 4 2 5
Transfers to financial institutions 9 5 .2 117.9 3 2 4
Others 108.0 185.9 6 3 0
Other credits from the Banco do Brasil 380 .6 1 248.4 4 131 11 790
Credit to PROALCOOL 68.3 116.0 d d
Exchange operations’ - - 6 4 4 0 36 178
Other accounts (net variation) 197.6 468 .0 2 4 7 4 956
B. Factors of contraction 2 223 .7 6 161.1 14 378 63 089
National Treasury 686.2 2  710.6 5 729 20 711
Cash balance (5.6 14.3 21 13 255
Transfers 679.6 2 696.3 5 708 7 456
Exchange operations 527 .8 1 813.5 -
Resources of Banco do Brasil 487.3 - -
Fund and programme resources 335.5 810.6 812
Time deposits in Banco do Brasil 110.4 304 .0 1 204 16 689
Amortization of the social security system debt 76.5 -6 .9 -1 386
Public debt 9 830 25 689
Obligatory deposit on time deposits 529.3 -1 811
C. Monetary base (A - B) 1 031.2 1 978.0 10 646 37 734
Source: Centra) Bunk of Brazil, Informativo mensal January 1986, and Getulio Vargas Foundation, Conjuntura económica* February 1986. 
” Preliminary figures. Net purchases of Federal Government public debt securities. ’ Refers to payments by the Banco do Brasil on
the external debt of State enterprises and other operations of the National Treasury with the monetary authorities. * Included in other 




BRAZIL: LOANS BY THE FINANCIAL SYSTEM TO THE PRIVATE SECTOR”
(Billions o f  cruzeiros)
Y eair-end b a lances G ro w th  ra tes
1983 1984 1985 1983 1984 1985
B a n k in g  secto r 19 294 58 897 215 040 115.4 205.3 265.1
B anco do B rasil 6 729 15 637 62 530 94.9 132.4 299.9
C o m m erc ia l ban k s 12 565 43 260 152 510 128.2 244.3 252.5
P u b lic 3 570 9 604 30 502 130.8 169.0 217 .6
P riv a te 8 995 33 656 122 008 127.1 274.2 262.5
N o n -b a n k in g  secto r 34 453 105 311 350  751 162.2 205 .7 233.1
F in an ce  c o rp o ra tio n s 5 642 18 123 59 684 146.5 221.2 229-3
In v e s tm e n t banks 4  716 16 395 4 6  686 149.0 2 4 7 .6 184.8
N a tio n a l H o u s in g  B ank  (B N H ) 2  207 6 084 20  650 235.4 175.7 239.4
R ea l e s ta te  c red it c o rp o ra tio n s 8 003 25 191 85 771 176.5 214.8 240.5
S av in g s and  loan s associa tio n s 1 153 1 575 4  113 126.1 36.6 161.1
F ed e ra l S av in g s B an k  (C E F) 7 079 22  459 80 777 166.5 217.3 259 .7
S ta te  sa v in g s  banks 
N a tio n a l E co n o m ic  and  Social
2  714 7 801 22  833 154.1 187.4 192.7
D e v e lo p m e n t B a n k  (B N D E S ) 1 267 4  177 13 001 167.9 229 .7 211.3
S ta te  d e v e lo p m e n t banks 1 381 3 244 16 436 141.0 134.9 4 06 .7
N a tio n a l C o -o p e ra tiv e  C red it B ank 292 262 800 129.9 -10.3 205.3
Official secto r 26  123 74 788 2 6 8  867 139.1 186.3 259-5
P r iv a te  sector 27 624 89 420 2 9 6  924 147.2 223 .7 232.1
Total 53 747 164 208 565 791 143.2 205 .5 2 44 .6
Source: Central Bank of Brazil, Bntetim  iiivnsal.
"Revised figures exclude State enterprises. Includes the Social Integration Programme and the Social Assistance Fund.
C h a n g e s  i n  t h e  m e t h o d  o f  m o n e t a r y  c o r r e c t i o n  w e r e  a  d i s i n c e n t i v e  t o  t h e  g r o w t h  o f  t i m e  
d e p o s i t s  a n d  p a s s b o o k  s a v i n g s  a c c o u n t s  a n d  l e d  t o  a  s u b s t a n t i a l  e x p a n s i o n  ( 4 2 % )  o f  d e m a n d  d e p o s i t s .  
T h i s  g r e a t e r  l i q u id i t y  p r e f e r e n c e  w a s  n o t  c a u s e d  b y  g r e a t e r  p u b l i c  c o n f i d e n c e  i n  t h e  p u r c h a s i n g  p o w e r  
o f  t h e  c u r r e n c y  b u t  w a s  i n s t e a d  a  r e s u l t ,  o f  t h e  d y n a m i s m  o f  t h e  e c o n o m y  a n d  o f  t h e  s u p p ly  o f  
o v e r n i g h t  l o a o s  b a c k e d  b y  p u b l i c  s e c u r i t i e s  ( s e e  t a b l e  3 2 ) .
R e a l  i n t e r e s t  r a t e s  i n c r e a s e d  s ig n i f i c a n t l y  i n  t h e  f i r s t  e i g h t  m o n t h s  o f  t h e  y e a r  ( s e e  t a b l e  3 3 ) .  
D u r i n g  t h i s  p e r i o d ,  c l o s e  t o  2 7  b i l l i o n  c r u z e i r o s  w e r e  w i t h d r a w n  f r o m  c i r c u l a t i o n  b y  m e a n s  o f  t h e  s a l e  
o f  p u b l i c  b o n d s .  B e g i n n i n g  i n  S e p t e m b e r ,  a s  a  r e s u l t  o f  t h e  n e w  d i r e c t i o n  t h a t  w a s  g i v e n  t o  e c o n o m i c  
p o l i c y ,  t h e  p u b l i c  d e b t  s t r a t e g y  w a s  m o d i f i e d .  I n  o r d e r  t o  r e d u c e  t h e  r e a l  i n t e r e s t  r a t e ,  t h e  g o v e r n m e n t  
m a d e  n e t  s a l e s  o f  p u b l i c  b o n d s  a m o u n t i n g  t o  a r o u n d  o n e  b i l l i o n  c r u z e i r o s  d u r i n g  t h e  l a s t  f o u r  m o n t h s  
o f  t h e  y e a r .
T h e  s t a r t i n g  p o i n t  o f  t h e  e c o n o m i c  p o l i c y  a p p l i e d  d u r i n g  t h e  f i r s t  e i g h t  m o n t h s  w a s  t h e  b e l i e f  
t h a t  i n  o r d e r  t o  m a i n t a i n  s a l e s  o f  p u b l i c  b o n d s ,  i t  w a s  n e c e s s a r y  t o  i n c r e a s e  t h e i r  y ie ld .  C o n s e q u e n t l y ,  
t h e  m o n e t a r y  a u t h o r i t i e s  a l l o w e d  b o n d h o l d e r s  t o  b e  p a i d  a t  a  r e a l  i n t e r e s t  r a t e  o f  c lo s e  t o  2 3 %  p e r  
y e a r .  T h e  n e w  a u t h o r i t i e s ,  o n  t h e  o t h e r  h a n d ,  f e l t  t h a t  t h i s  i n c r e a s e  i n  i n t e r e s t  r a t e s  w a s  u n n e c e s s a r y .  
A s  t h e y  s a w  i t ,  t h e  s u p p l y  o f  r e s o u r c e s  f o r  a d m i n i s t e r i n g  t h e  d e b t  w a s  i n e l a s t i c  i n  r e s p e c t  o f  t h e  
i n t e r e s t  r a t e ,  s o  a g e n t s  h a d  n o  o t h e r  a l t e r n a t i v e  b u t  t o  h o l d  t h e s e  s h o r t - t e r m  r e s o u r c e s  a s  c a s h  f u n d s .  
T h e y  a l s o  q u e s t i o n e d  t h e  m o u n t i n g  n e t  s a l e  o f  p u b l i c  b o n d s ,  s i n c e  t h i s  o p e r a t i o n  w o u l d  m e r e ly  
p o s t p o n e  t h e  p a y m e n t  o f  i n t e r e s t  t o  s u b s e q u e n t  f i s c a l  y e a r s ,  t h u s  p l a c i n g  c o n s t r a i n t s  o n  t h e  f u t u r e  
m a n a g e m e n t  o f  p u b l i c  f i n a n c e s .  G i v e n  t h e  w i d e s p r e a d  c o n f i d e n c e  i n  t h e  c o u n t r y ' s  n e w  e c o n o m i c  
l e a d e r s h i p ,  t h e  r e a l  i n t e r e s t  r a t e  r a p i d l y  fe l l  t o  1 7 %  p e r  y e a r  w i t h o u t  t h e r e b y  i m p a i r i n g  t h e  
m a n a g e m e n t  o f  t h e  d e b t .
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Table 32
BRAZIL: DEPOSITS AND OTHER DOMESTIC OBLIGATIONS 
OF THE FINANCIAL SYSTEM WITH THE PUBLIC
(Billions of cruzeiros)
Y ear-en d  b a lan ces G ro w th  ra te s
1982 1983 1984 1985" 1982 1983 1984 1985"
T o ta l 14132 39  350 138 071 482  501 116.0 2 38 .3 2 5 0 .8 249 .5
D e m a n d  d e p o s its 3 237 6 785 19 833 82 890 63.7 1096 192.3 333.1
F ix e d - te rm  d e p o s its 3 360 9 646 39 986 141 955 115.4 187.1 314.5 255 .0
S av in g s d ep o s its 5 720 18 163 62 510 215 234 130.2 217.5 244.2 244.3
B ills o f  ex ch an g e 1 785 4  677 15 607 42  295 261.3 162.0 233 .7 171.0
R e a l-e s ta te  bonds 30 79 135 127 11.1 163.3 70.9 -5.9
Source: Central Bank of Brazil, Boletim  mensal, January 1986. 
"Preliminary figures.
T ab le  33
BRAZIL: MONTHLY INTEREST RATES”
(Percentages)
R a te s  o n  d ep o s its R a te s o n  loans
O p e n  m a rk e t 
o p e ra tio n s
C e rtif i­
ca tes  o f  
d e p o s it
S av ings
d e p o s its
W o rk in g
cap ita l
C o n su m e r
credit*
In fla tio n
ra te c
1983
I 7.2 9.8 7.8 10.4 8.2 8.5
II 10.4 10.6 8.8 11.2 9.1 9.4
III 9.8 11.0 9.5 11.4 9.4 12.1
IV 8.9 11.9 9.1 12.4 9.8 9.8
1984
I 10.6 12.3 11.2 11.9 10.1 10.7
II 9.4 12.2 9.5 12.5 11.8 9.0
III 11.0 12.5 11.0 13.4 12.4 10.5
IV 10.9 12.6 11.6 14.4 13.5 11.0
1985
I 14.1 13.2 12.4 14.7 14.6 11.8
II 10.9 12.3 10.9 14.0 14.7 7.6
III 9.5 10.8 8.9 12.5 13.5 10.7
IV 10.8 11.5 11.7 12.8 13.9 12.4
Source: ECLAC, on the basis of official data.




b )  F i s c a l  p o l i c y
U s i n g  t h e  o p e r a t i o n a l  c o n c e p t  o f  p u b l i c - s e c t o r  f i n a n c i n g ,  t h e  d e f i c i t  o f  t h i s  s e c t o r  i n c r e a s e d  t o  a  
f i g u r e  e q u a l  t o  3 .2 %  o f  t h e  g r o s s  d o m e s t i c  p r o d u c t ,  a  p r o p o r t i o n  t h a t  w a s  d o u b l e  t h e  o n e  r e c o r d e d  t h e  
p r e v i o u s  y e a r  ( s e e  t a b l e  3 4 ) .
T h e  o r i g i n  o f  t h e  p u b l i c  d e f i c i t  a n d  t h e  m e t h o d s  f o r  b r i n g i n g  i t  d o w n  w e r e  t h e  m a i n  s u b je c t  o f  
t h e  d e b a t e  o n  f i s c a l  p o l ic y .  S o m e  a n a l y s t s  s t r e s s e d  t h e  f i n a n c i a l  n a t u r e  o f  t h e  d e f i c i t  a n d  t h e  " p r o b l e m  
o f  t r a n s f e r "  i n v o l v e d  i n  s e c u r i n g  t h e  n e c e s s a r y  f o r e i g n  e x c h a n g e  f o r  s e r v i c i n g  t h e  p u b l i c  e x t e r n a l  
d e b t .  T h e  b a s i c  a r g u m e n t  w a s  f o u n d e d  o n  t h e  a s s e r t i o n  t h a t  t h e  p u b l i c  s e c t o r  w a s  t h e  m a i n  p a r t y  
r e s p o n s i b l e  f o r  t h e  e x t e r n a l  d e b t  a n d  t h e r e f o r e  r e q u i r e d  a  l a r g e  v o l u m e  o f  d o l l a r s  t o  s e r v i c e  it. A s  t h e  
s e c t o r  d i d  n o t  g e n e r a t e  s u f f i c i e n t  f o r e i g n  e x c h a n g e  t o  m e e t  i t s  o b l i g a t i o n s ,  i t  h a d  t o  o b t a i n  t h e  
r e m a i n d e r  f r o m  t h e  p r i v a t e  s e c to r ,  w h i c h  d id  h a v e  a n  e x t e r n a l  s u r p l u s .  I n  o r d e r  t o  o b t a i n  t h e s e  
r e s o u r c e s ,  t h e  T r e a s u r y ,  i n  a d d i t i o n  t o  i s s u i n g  c u r r e n c y ,  s o ld  p u b l i c  b o n d s ,  t h e r e b y  i n c r e a s i n g  t h e  
d o m e s t i c  d e b t .  T h e r e f o r e ,  i f  t h e  p u b l i c  d e f i c i t  w a s  t o  b e  r e d u c e d ,  i t  w a s  a b s o lu t e ly  n e c e s s a r y ,  a c c o r d i n g  
t o  t h i s  l i n e  o f  r e a s o n i n g ,  t o  a l l e v i a t e  t h e  f i n a n c i a l  b u r d e n  ( t h r o u g h  l o w e r  d o m e s t i c  a n d  e x t e r n a l  
i n t e r e s t  r a t e s )  a n d / o r  s e e k  n e w  e x t e r n a l  r e s o u r c e s . 13
A n o t h e r  g r o u p  o f  a n a l y s t s ,  w h i l e  n o t  q u e s t i o n i n g  t h e  f i n a n c i a l  o r i g i n  o f  t h e  f i s c a l  d e b t ,  a r g u e d  
t h a t  t h e  a d j u s t m e n t  s h o u l d  b e  p u r s u e d  b y  r e d u c i n g  t h e  c u r r e n t  e x p e n d i t u r e  a n d  i n v e s t m e n t  o u t l a y s  o f  
t h e  p u b l i c  s e c t o r  ( m a i n l y  o f  S t a t e  e n t e r p r i s e s ) ,  w h i c h  w o u l d  r e d u c e  t h e  p r e s s u r e  o n  i n t e r e s t  r a t e s .  
H o w e v e r ,  t h e  m a g n i t u d e  b y  w h i c h  t h e s e  c o s t s  w o u l d  h a v e  t o  b e  r e d u c e d  w o u l d  b e  s u c h  a s  t o  j e o p a r d i z e  
t h e  f u l f i l m e n t  o f  t h e  g r o w t h  t a r g e t ,  a n  o b j e c t i v e  t o  w h i c h  t h e  g o v e r n m e n t  g a v e  h i g h  p r i o r i t y .  T h e  
e c o n o m i c  a u t h o r i t i e s  t h e r e f o r e  d e c i d e d  t o  r e d u c e  t h e  r e a l  i n t e r e s t  r a t e  o n  t h e  p u b l i c  d e b t  a n d  g r a d u a l ly  
i n c r e a s e  t h e  t a x  b u r d e n .
T h e  c o u n t r y ' s  e c o n o m i c  g r o w t h  a n d  t h e  a d o p t i o n  o f  f is c a l  p o l i c y  m e a s u r e s  ( a d v a n c i n g  t h e  d a t e  
o f  t a x  c o l l e c t i o n ,  i n c r e a s i n g  c a p i t a l  g a i n s  t a x  a n d  e l i m i n a t i n g  t h e  f i s c a l  s u b s i d i e s  o n  e x p o r t s )  b r o u g h t  
a b o u t  r e a l  i n c r e a s e s  i n  p u b l i c  r e v e n u e .  T h u s ,  t h e  f e d e r a l  g o v e r n m e n t 's  r e v e n u e  r o s e  b y  1 7 .5 %  i n  r e a l  
t e r m s  t h r o u g h  t h e  c o l l e c t i o n  o f  m o r e  i n c o m e  t a x e s  a n d  h i g h e r  t a x e s  o n  m a n u f a c t u r e d  g o o d s ,  w h i l e  
S t a t e  a n d  m u n i c i p a l  g o v e r n m e n t s  r e c e i v e d  l a r g e r  t r a n s f e r s  f r o m  t h e  N a t i o n a l  T r e a s u r y  a n d  f r o m  t h e  
r e a l  i n c r e a s e  i n  r e v e n u e s  f r o m  t h e  t a x e s  o n  t h e  c i r c u l a t i o n  o f  m e r c h a n d i s e  ( s e e  t a b l e  3 5 ) .
I n  t u r n ,  t h e  N a t i o n a l  T r e a s u r y 's  o u t l a y s  i n c r e a s e d  i n  r e a l  t e r m s  b y  6 % ,  m a i n l y  b e c a u s e  o f  t h e  
h i g h e r  e x p e n d i t u r e  o n  p e r s o n n e l  a n d  o f  t h e  t r a n s f e r s  t o  s t a t e  g o v e r n m e n t s  a n d  m u n i c i p a l i t i e s .
S t a t e  e n t e r p r i s e s  e x e r c i s e d  c o n s i d e r a b l e  i n f l u e n c e  o n  f is c a l  p o l ic y .  I n  e x c h a n g e  f o r  t h e  f r e e z e  o n  
t h e i r  p r i c e s  a n d  r a t e s  d u r i n g  t h e  A p r i l - t o - j u n e  p e r i o d  a n d  f o r  t h e  d e c i s i o n  n o t  t o  m a k e  l a r g e r  c u t s  i n  
t h e i r  e x p e n d i t u r e s ,  S t a t e  e n t e r p r i s e s  m a d e  a m p l e  u s e  o f  t h e  m e c h a n i s m  o f  t r a n s f e r r i n g  t h e  p a y m e n t  
o f  t h e i r  e x t e r n a l  d e b t s  t o  t h e  B a n c o  d o  B r a s i l .
I n  N o v e m b e r ,  t h e  g o v e r n m e n t  d e c i d e d  t o  r e d u c e  c u r r e n t  p u b l i c  a n d  i n v e s t m e n t  e x p e n d i t u r e s ,  
e s p e c i a l l y  b y  S t a t e  e n t e r p r i s e s .  I t  d e f i n e d ,  f u r t h e r m o r e ,  t h e  m e t h o d  t o  b e  u s e d  f o r  t h e  p r i v a t i z a t i o n  o f  
v a r i o u s  e n t e r p r i s e s ,  w h i c h  w o u l d  b e  c a p i t a l i z e d  t h r o u g h  t h e  s to c k  m a r k e t .
T h e s e  m e a s u r e s  f o r  c o n t r o l l i n g  p u b l i c  e x p e n d i t u r e  f o r m e d  p a r t  o f  a  v a s t  f i s c a l  r e s t r u c t u r i n g  to  
b e  u n d e r t a k e n  i n  1 9 8 6 ,  t h e  a im  o f  w h i c h  w a s  t o  r e d u c e  t h e  p u b l i c  d e f ic i t .  T h e  m a i n  i n s t r u m e n t s  t o  b e  
u s e d  w e r e  t h e  c h a n g e s  i n t r o d u c e d  i n t o  t h e  s y s t e m  f o r  c o l l e c t i n g  p e r s o n a l  a n d  c o r p o r a t e  i n c o m e  ta x .  
F o r  p e r s o n s ,  a  s y s t e m  b a s e d  o n  c u r r e n t  p r i c e s  w a s  i n s t i t u t e d  i n  a n  a t t e m p t  t o  l e s s e n  t h e  d i f f e r e n c e s  
b e t w e e n  t h e  t a x  w i t h h e l d  a t  t h e  s o u r c e  a n d  t h e  c o m p u t a t i o n  o f  t h e  t a x  o w e d .  I n  t h i s  w a y  a v a i l a b l e  
p e r s o n a l  i n c o m e  in c r e a s e d  b y  e l i m i n a t i n g  t h e  a n n u a l  r e f u n d  o f  t a x e s  c o l l e c t e d .  T h e  t a x  c a l c u l a t i o n  
t a b l e  w a s  m a d e  m o r e  p r o g r e s s i v e ,  s o  t h a t  t h e  h i g h e r  i n c o m e  b r a c k e t s  ( o v e r  4 0  m o n t h l y  m i n i m u m  
w a g e s )  a s s u m e d  a  l a r g e r  p e r c e n t a g e  o f  t h e  t a x  b u r d e n .
W i t h  r e s p e c t  t o  c o r p o r a t i o n s ,  t h e  s e m i - a n n u a l  p a y m e n t  o f  i n c o m e  t a x  w a s  i n t r o d u c e d  f o r  
p r o f i t s  o f  o v e r  4 0  0 0 0  r e a d j u s t a b l e  n a t i o n a l  t r e a s u r y  b o n d s  (O R T N s ) . M e a s u r e s  t o  r e d u c e  t a x  e v a s i o n  
w e r e  a l s o  a d o p t e d .  F i n a l l y ,  a  4 0 %  t a x  w a s  i m p o s e d  a t  t h e  s o u r c e  o n  g a i n s  o b t a i n e d  f r o m  f in a n c i a l  
i n v e s t m e n t s .  T h i s  r a t e  c o u ld  r i s e  t o  4 5  %  i n  c a s e s  w h e r e  n e g o t i a t i o n s  w e r e  h e l d  b e f o r e  t h e  s e c u r i t i e s  
m a t u r e d .
"Ninety-six percent of ihc cash deficit of the monetary authorities (76 billion cruzeiros) was derived from the financial costs of the
domestic and external debt.
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A n  e m e r g e n c y  t a x  r e f o r m  w a s  a ls o  i n s t i t u t e d  in  o r d e r  to  i m p r o v e  th e  d i s t r i b u t io n  o f  r e s o u r c e s  
to  s t a te  g o v e r n m e n t s  a n d  m u n ic ip a l i t i e s .  T h e  l a t t e r 's  s h a r e  o f  t h e  to t a l  o b t a in e d  f ro m  in c o m e  ta x  a n d  
f ro m  t h e  t a x  o n  m a n u f a c tu r e s  r o s e  f ro m  1 6 %  to  1 7 % . T h e r e  w a s  a ls o  a n  in c r e a s e  f ro m  2 0 %  to  7 0 %  
in  t h e i r  s h a r e  o f  t h e  t a x  o n  r o a d  t r a n s p o r t  s e rv ic e s ,  a n d  t h e  c o l le c t io n  o f  r e v e n u e  f ro m  t h e  p a y m e n t  o f  
a n n u a l  l ic e n c e s  b y  t h e  o w n e r s  o f  a u to m o b i le s  w a s  t r a n s f e r r e d  to  t h e  s t a te  g o v e r n m e n t s .
c )  The public debt
G iv e n  t h e  c h a r a c te r i s t i c s  o f  t h e  p u b l ic  s e c to r  — w h ic h  in c lu d e s  e v e r y th in g  f ro m  t h e  c e n t r a l  
g o v e r n m e n t  a n d  o t h e r  g o v e r n m e n t  d iv i s io n s  to  S ta te  c o r p o r a t i o n s ,  e a c h  h a v in g  i ts  o w n  b u d g e t  a n d  
i t s  o w n  e s t im a t e s  o f  f u tu r e  in f la t io n —  i t  is  v e ry  d if f ic u lt  to  e s t im a te  t h e  m a g n i tu d e  o f  i ts  d e f ic it . T h e  
s a m e  h o ld s  t r u e  t h e r e f o r e ,  in  r e s p e c t  o f  t h e  t o t a l  d e b t  o f  t h e  s e c to r .
T a b le  34
B R A Z IL : F I N A N C I N G  O F  T H E  P U B L IC  S E C T O R
1982 1983 
B il l io n s  o f  c ru z e iro s
1984 1985”
Nominal financing 8 035 23 891 84 371 355 809
D o m e s tic  fin an c in g 6 603 23 237 80 311 348 873
F ed era l g o v e rn m e n t 2  809 5 833 30 644 170 242
P u b lic  d eb t 2  591 6 708 30 934 163 424
M o n e ta ry  a u th o r i tie s 217 991 3 522 18 890
C o m m erc ia l b an k s -106 60 -2 194 -2 686
O fficial b an k s -613 2  609 5 730 20  711
S ta te  e n te rp r is e s 2  107 12 910 35 368 151 120
M o n e ta ry  a u th o r itie s 117 3 742 7 4 8 6 60 286
E x te rn a l d e b t p a y m e n ts 64 3 168 6 010 56 453
O th e rs 53 574 1 4 7 6 3 833
C o m m erc ia l b an k s 892 4  006 11 595 39 950
O th e r  financia l in s t i tu tio n s 1 089 4  957 16 237 54 198
S u p p lie rs 205 594 1 6 5 9 3 837
P u b lic  deb t -196 -389 - 1 6 0 9 -7 151
S ta te  an d  m u n ic ip a l g o v e rn m e n ts 2  180 5 780 19 023 74 171
P u b lic  d e b t 621 1 4 5 3 4  371 15 526
M o n e ta ry  a u th o r itie s 13 134 4 8 6 4  166
F in an c ia l system 1 546 4  193 14 166 54 479
D e c e n tra liz e d  ag encies 249 631 2  152 5 849
F u n d s and  p ro g ra m m e s -621 -1 7 9 2 -7 277 -47 673
Social security -121 -125 4 0 8 -4 836
E x te rn a l fin an c in g 1 4 3 2 654 4  060 6 936
Monetary and exchange correction 4 879 20  262 78  202 311 874
Operational financing (A-B) 3 156 
Percentages
3 629 6 169 43 935
N o m in a l f in a n c in g /g ro s s  d o m es tic
p ro d u c t 15.8 19.9 21 .8 26.2
O p e ra tio n a l  f in a n c in g /g ro s s
d o m e s tic  p ro d u c t 6.2 3.0 1.6 3.2
Source: Central Bank of Brazil.
"Preliminary figures. ’Payments made by the Banco do Brasil in respect of the external debt of public enterprises.
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Table 35
Billions of cruzeiros Growth rates
1982 1983 1984 1985 1982 1983 1984 1985
C u rre n t  in co m e o f  n a tio n a l
T reasu ry 4  620 11 336 33 787 134 464 104.2 145.5 198.1 298 .0
T axes 4  064 9 560 2 9  469 110 093 101.6 135.2 208 .3 2 7 3 .6
In c o m e 'ta x 1 355 3 494 12 046 52 904 111.5 158.0 2 44 .7 339.2
M a n u fac tu red  p ro d u c ts 990 1 897 4  112 19 178 97.6 9 1 6 116.8 366.4
F in an c ia l o p e ra tio n s 557 787 3 051 7 182 96.8 41 .4 287 .5 135.4
E lec trica l en e rg y 128 274 705 2  4 9 6 112.1 113.6 157.7 254 .0
L u b rican ts  and  fuels 285 298 640 1 9 2 3 125.9 4.7 114.7 200 .5
Im p o rts 230 4 7 8 1 2 5 9 4  746 66.2 107.9 163.5 277 .0
E x p o rts 27 610 2  294 3 349 27.0 2  132.6 276 .4 46.0
T e le c o m m u n ic a tio n s 103 221 576 455 109.6 114.6 160.9 -21.0
T axes e a rm a rk e d  fo r social
p ro g ra m m e s 144 966 3 177 10 246 76.6 571.4 228 .8 222 .5
O th e r  tax es 247 535 1 6 6 9 7 614 114.4 116.9 211.7 356.2
O th e r  c u r re n t  in co m e 553 1 776 4  318 24  371 125.9 220 .9 143.1 464 .4
R a te s 152 320 759 2  164 78.5 109.8 137.6 185.1
M isce llan eo u s  in co m e 401 1 457 3 559 22  207 151.2 263.1 144.4 524 .0
C u rre n t in co m e  o f  s ta te
g o v e rn m e n ts" 3 015 6 663 22  081 87 663 105.2 121.0 231.4 297.0
T ax  o n  c ircu la tio n  o f
m erc h a n d ise 2  468 5 484 18 339 70 864 104.0 122.2 234 .4 286 .4
Sao P au lo 996 2  170 6 880 27 088 103.4 117.9 217.1 293 .7
R io  de  J a n e iro 265 560 1 9 2 0 6 800 104.3 111.3 242 .9 254.2
M in a s G era is 225 466 1 6 4 3 6 594 102.2 106.7 252 .7 301.3
S o u th e rn  re g io n 456 1 026 3 446 13 435 99.2 125.0 236 .0 289 .9
O th e r  sta te s 526 1 263 4  450 16 947 110.2 140.2 252 .4 280 .8
N a tio n a l  T re a su ry  tra n sfe rs  
fo r tax es  d e s tin e d  fo r
sta te s 547 1 180 3 742 16 799 110.6 115.8 217.2 348.9
C u rre n t  in co m e  o f  
m u n ic ip a litie s
N a tio n a l  T reasu ry  tra n sfe rs  
for tax es  d e s tin e d  for
m u n ic ip a litie s 301 686 2  560 12 933 116.1 127.7 273 .3 405.2
Source: Central Bank of Brazil, Boletim  mensal, December 1985.
"Includes only that collected under the two headings specified There are other taxes but the twogiven in the table represent a high proportionof 
the revenue of the states. ’Comprises the States of Paraná, Santa Catarina and Rio Grande do Sul.
I n  1 9 8 5 , t h e  C e n t r a l  B a n k  c o n d u c te d  a  s tu d y  to  e s ta b l i s h  t h e  t r u e  s iz e  o f  t h i s  v a r ia b le ;  a c c o rd in g  
to  t h e  s tu d y , a t  t h e  e n d  o f  t h a t  y e a r  t h e  n e t  p u b l ic  d e b t  w o u ld  h a v e  r e a c h e d  c lo s e  to  U S S  106 b il l io n , 
m o r e  t h a n  6 0 %  o f  w h ic h  w a s  a c c o u n te d  f o r  b y  t h e  a d ju s te d  n e t  e x t e r n a l  d e b t .14
T w o  p r o c e s s e s  c h a r a c te r i z e d  t h e  e v o lu t io n  o f  t h e  p u b l ic  e x t e r n a l  d e b t :  f ir s t ly , g r o w in g  S ta te  
p a r t i c i p a t i o n  in  t h e  e x t e r n a l  d e b t  o f  t h e  c o u n t r y  ( w h ic h  w e n t  f ro m  6 9 %  in  1981 to  8 0 %  in  1 9 8 5 ) ; a n d  
s e c o n d ly , a  p r o g r e s s i v e  r e p l a c e m e n t  o f  e x t e r n a l  d e b t  b y  d o m e s t ic  d e b t. D u r i n g  th e  p a s t  tw o  y e a r s ,  t h e  
d o m e s t ic  d e b t  g r e w  b y  3 4 % ,  a  r a t e  w h ic h  w a s  f iv e  t im e s  h i g h e r  t h a n  t h a t  r e c o r d e d  f o r  t h e  p u b l ic  
e x t e r n a l  d e b t .
1 ’The total public externa) debt reached USS 79.6 billion. In cjlcu luting the net ex tenu I debt, intern jtinnjl reserves ( USS 11.6 billion) as 




1. Recent economic trends: Introduction and summary
T h e  g r o w t h  r a t e  o f  C o lo m b ia 's  e c o n o m y  s lo w e d  in  1 9 8 5 . A f te r  h a v in g  c l im b e d  3 .6 %  in  1 9 8 4 , t h e  
g r o s s  d o m e s t i c  p r o d u c t  in c r e a s e d  o n ly  2 .5 %  in  1985  ( s e e  ta b le  1).
T h e  d o m i n a n t  f a c to r  in  s e t t i n g  t h e  e c o n o m y 's  r e c e n t  c o u r s e  h a s  b e e n  t h e  e x t e r n a l  s e c to r .  
B e tw e e n  1981 a n d  1 9 8 4 , t h e  c u r r e n t  a c c o u n t  c lo s e d  w i th  d e f ic i ts  r a n g in g  f ro m  U S $  1.9 b i l l i o n  to  
U S $  3 b i l l io n .  I n  a d d i t io n ,  t h e  d e c r e a s e  in  t h e  c o u n t r y 's  i n t e r n a t io n a l  r e s e r v e s  ( f ro m  U S $  4 .8  b i l l io n  
to  U S $  1.8 b i l l i o n  b e t w e e n  1 9 8 2  a n d  th e  e n d  o f  1 9 8 4 )  s p a r k e d  e x p e c t a t i o n s  o f  a  d e v a lu a t io n  a n d  a n  
e x c h a n g e  c r is is  w h ic h  e x a c e r b a te d  th e  s i tu a t io n .  A  la r g e  o u tf lo w  o f  c a p i ta l  w a s  a ls o  o b s e r v e d  d u r in g  
th e s e  y e a r s .
E a r ly  in  1 9 8 5 , t h e  e c o n o m ic  a u th o r i t i e s  a g r e e d  u p o n  a  h a r s h  a d ju s tm e n t  p r o g r a m m e  w i t h  th e  
I n t e r n a t i o n a l  M o n e ta r y  F u n d  w i th  a  v ie w  to  o b t a i n i n g  a  U S $  1 b i l l io n  lo a n  f ro m  t h e  i n t e r n a t io n a l  
p r i v a t e  b a n k in g  s y s te m  a n d  to  h a l t i n g  t h e  d e c l in e  in  C o lo m b ia 's  i n t e r n a t io n a l  r e s e r v e s .  T o  t h i s  e n d ,  
b e g i n n i n g  in  A p r i l  t h e  a u th o r i t i e s  p r o c e e d e d  to  d e v a lu e  t h e  p e s o  a t  a  m u c h  f a s te r  p a c e  t h a n  t h e  r a t e  o f  
in f la t io n ,  w i t h  t h e  r e s u l t  t h a t  t h e  r e a l  e x c h a n g e  r a t e  r o s e  b y  a r o u n d  2 5 %  d u r in g  th e  y e a r .  T h e y  a lso  
d e c id e d  to  e l i m i n a t e  e x p o r t  s u b s id ie s  a n d  to  e v e n  o u t  ta r i f f s  g r a d u a l ly . F u r t h e r m o r e ,  v a r io u s  f isc a l 
m e a s u r e s  w e r e  in t r o d u c e d  to  r a i s e  r e v e n u e s  a n d  c u t  s p e n d in g .  A s  a  r e s u l t ,  t h e  c a s h  s h o r t f a l l  in  t h e  
n a t i o n a l  b u d g e t  w e n t  d o w n  3 7 %  in  r e a l  t e r m s .  F in a l ly ,  t h e  m i n i m u m  w a g e  a n d  p u b l ic  s e c to r  s a la r ie s  
w e r e  r a i s e d  b y  s m a l le r  p e r c e n t a g e s  t h a n  th e  r a t e  o f  in f la t io n  in  1984 .
T h e s e  m e a s u r e s  h a d  a  m a jo r  im p a c t  o n  t h e  e c o n o m ic  r e c o v e ry  w h ic h  h a d  b e g u n  in  198 4 . T h e  
s h r in k a g e  o f  d e m a n d  p r o m p t e d  b y  t h e  a d ju s tm e n t  p r o g r a m m e  w a s  r e f le c te d  in  a  p r o g r e s s iv e  
s lo w d o w n  in  t h e  v a r io u s  b r a n c h e s  o f  m a n u f a c tu r in g ,  a lm o s t  a ll o f  w h ic h  e x p a n d e d  le s s  t h a n  th e y  h a d  
in  p r e c e d in g  y e a r s .  Q u a n t i t a t i v e  i m p o r t  r e s t r i c t i o n s  a f fe c te d  s u p p ly ,  e s p e c ia l ly  in  t h e  c a s e  o f  t h o s e  
a c t iv i t i e s  i n v o lv in g  a  g r e a t e r  d e g r e e  o f  n a t io n a l  i n t e g r a t io n ,  s u c h  a s  t h e  p r o d u c t io n  o f  c a p i t a l  g o o d s . 
T h e  g r o w th  r a te  f o r  i n d u s t r i a l  p r o d u c t i o n  t h u s  fe ll  f ro m  1 0 %  in  1 9 8 4  to  3 %  in  1 9 8 5 .
A g r i c u l tu r a l  o u tp u t ,  f o r  i t s  p a r t ,  in c r e a s e d  o n ly  2 % .  T h is  w a s  p a r t l y  d u e  to  t h e  d e c l in e  in  c o ffe e  
p r o d u c t i o n  a n d  p a r t ly  to  t h e  p r o g r e s s iv e  d e t e r i o r a t i o n  w h ic h  m o s t  o f  t h e  o t h e r  c r o p - f a r m in g  
a c t iv i t ie s  h a v e  b e e n  e v id e n c in g  f o r  s o m e  t im e  n o w . T h e  a m o u n t  o f  la n d  u n d e r  c u l t i v a t io n  a n d  
i n v e s tm e n t  in  t h e  p r e p a r a t i o n  o f  la n d  h a v e  d e c l in e d  d u r i n g  t h e  p a s t  f iv e  y e a r s .  C o n c u r r e n t ly ,  a  s h if t  
w a s  to  b e  o b s e r v e d  to w a r d s  t h e  m o r e  c o m m e r c ia l  c r o p s .  W h e r e a s  r ic e ,  m a iz e ,  p o t a t o  a n d  y u c a  
h a r v e s t s  e i t h e r  d e c r e a s e d  o r  r e m a in e d  a t  r o u g h ly  t h e  s a m e  le v e ls ,  t h e  o u t p u t  o f  c o t to n ,  A f r ic a n  p a lm ,  
so y a , w h e a t  a n d  f lo w e r s  e x p a n d e d  c o n s id e ra b ly .
T h e  i n c r e a s e  in  t h e  e x c h a n g e  r a t e  h a d  a  r e la t iv e ly  l im i te d  e f fe c t  o n  t h e  c u r r e n t  a c c o u n t.  T h e  
s u b s t a n t i a l  in c r e a s e  in  e x p o r t s  o f  g o o d s  ( 1 0 % )  w a s  p r im a r i l y  d u e  to  l a r g e r  e x t e r n a l  s a le s  o f  c o f fe e , 
c o a l  a n d  f e r r o n ic k e l ,  w h i le  t h e  la c k  o f  g r o w th  in  i m p o r t s  w a s  m a in ly  c a u s e d  b y  t h e  q u a n t i t a t i v e  
r e s t r i c t i o n s  w h ic h  h a v e  b e e n  in  p la c e  f o r  s o m e  t im e .  E x c h a n g e  p o l ic y  d id ,  h o w e v e r ,  h a v e  a n  e n o r m o u s  
im p a c t  o n  th e  c a p i ta l  a c c o u n t .  T h e  r a p id  r i s e  in  t h e  e x c h a n g e  r a te  e a r ly  in  t h e  y e a r  a n d  t h e  p r o g r e s s iv e  
s lo w d o w n ,  f ro m  M a y  o n w a r d s ,  in  t h e  d e v a lu a t io n  o f  t h e  p e s o  s e rv e d  to  l e s s e n  e x p e c t a t i o n s  o f  an y  
f u r th e r  m a jo r  in c r e a s e s  in  e x c h a n g e  p a r i ty .  M o r e o v e r ,  t h e r e  w a s  s o m e  in d ic a t io n  t h a t  t h e  o u t f lo w  o f  
c a p i t a l  s lo w e d  d o w n  c o n s id e ra b ly  d u r i n g  t h e  y e a r ,  i n a s m u c h  a s  t h e  n e t  b a la n c e  o f  s h o r t - t e r m  c a p i ta l  
m o v e m e n t s  p lu s  e r r o r s  a n d  o m is s io n s  ( w h ic h  y ie ld e d  a  c o m b in e d  d e f ic i t  o f  a r o u n d  U S $  1 b i l l i o n  in  
1 9 8 3 -1 9 8 4 )  d r o p p e d  to  h a l f  o f  t h a t  le v e l  in  1 9 8 5 . T h u s ,  t h e  t r e n d  in  t h e  e x c h a n g e  r a t e  h e lp e d  to  c h e c k  
t h e  o u t f lo w  o f  s p e c u la t iv e  c a p i t a l ,  w h i le  t h e  a d o p t io n  o f  a  p o l ic y  a g r e e d  w i th  t h e  I n t e r n a t i o n a l  
M o n e ta r y  F u n d  g a v e  t h e  c o u n t r y  g r e a t e r  a c c e ss  to  i n t e r n a t io n a l  f in a n c ia l  m a r k e t s .
T h e  r i s e  in  t h e  e x c h a n g e  r a t e  c a u s e d  th e  p r ic e  i n d e x  to  s o a r  in  A p r i l  a n d  M a y . N o n e t h e l e s s ,  t h e  
g o v e r n m e n t  m a n a g e d  to  c o n t r o l  o u tb r e a k s  o f  i n f la t io n  in  t h e  fo l lo w in g  m o n t h s  b y  i m p o r t i n g  m o r e  
fo o d , f r e e z in g  a d m i n i s t e r e d  p r i c e s  ( s u c h  a s  t h e  r a t e s  f o r  p u b l ic  s e rv ic e s  a n d  g a s o l in e  p r i c e s )  a n d
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instituting some price controls. As a result, the annual rate of inflation —which was nearing 30% at 
mid-year— declined steadily during subsequent months until it reached 22% in December.
Exchange and wage policies had the combined effect of lowering wages. Real wages for 
industrial workers fell 3%, those of agricultural day labourers dropped 35%, and the real wage 
earned by employees in commerce was down 5 %.
The sluggishness of production prevented any progress from being made in reducing unem­
ployment. In fact, once again the product grew more slowly than the labour force did. Furthermore, 
the highest growth indexes were in industry and mining, which typically have low rates of manpower 
absorption. Unemployment levels therefore rose for the fourth year in a row, reaching an annual 
average of 13-9%, which is the highest level recorded since statistics began to be compiled (see
Table 1
COLOMBIA: MAIN ECONOMIC INDICATORS
1979 1980 1981 1982 1983 1984 1985”
A. Basic economic indicators 
Gross domestic product at market
prices (1980 = 100) 95.9 100.0 102.3 103.3 104.6 108.4 111.1
Gross national income (1980 = 100). 95.8 100.0 100.1 99.9 100.1 104.2 107.1
Population (millions of inhabitants) 
Per capita gross domestic product
25.25 25.79 26.36 26.93 27.52 28.11 28.71
(1980 = 100) 98.0  100.0 
G r o w th  ira te s
100.1 99.0 98.0 99.4 99.8
. Short-run economic indicators
Gross domestic product 5.3 4.3 2.3 1.0 L2 3.6 2.5
Per capita gross domestic product 3.0 2.1 0.1 -1.1 -1.0 1.4 0.4
Gross national income 3.2 4.4 0.1 -0.1 0.1 4.1 2.8
Unemployment rate 8.8 9 .6 8.2 9.3 11.8 13.5 13.9
Consumer prices
December to December 29.8 26.5 26.7 23.9 16.7 18.3 22.7
Variation between annual averages 24.7 27.2 28.1 24.6 19.8 15.9 24.6
Real wages and salaries’ 6.5 0.8 1.4 3.7 5.0 7.5 -3.2
Money 24.2 27.9 21.2 25.4 25.5 23.2 27.2
Current government income 36.3 32.5 18.6 21.2 25.8 26.8 47.1
Total government expenditure 38.9 50.3 31.6 35.5 18.4 34.8 23.1
Fiscal deficit/total government expenditure’ ' 5 Y 1 .0 27.1 34.9 30.8 34.8 22.1
Current value of exports of goods
and services
Current value of imports of goods
15.5 17.3 -19.4 3.2 -14.5 18.4 11.6
and services 15.2 38.9 10.5 11.3 -14.0 -6.7 0.9
Terms of trade (goods and services) -15 .0  -1.9 
Millions of dollars
-12.5 2.8 -2.2 6.6 -2.3
C. External sector
Trade balance (goods and services) 612 -126 -1 726 -2 269 -1 970 -888 -417
Net payments of profits and interest 276 245 478 954 1 197 1 311 1 352
Balance on current account 435 -207 -1 962 -3 056 -3 022 -2 020 -1 364
Balance on capital account 1 078 1 109 1941 2 180 1 180 741 1 687
Variation in international reserves (net) 1 554 1 298 149 -711 -1782 -1 261 284
Total disbursed external debt 5 222 6  300 7  885 9 410 10 405 11 551 12 856
Source: ECLAC on the basis of official figures.
’Preliminary figures. Percentages. ’Average annual rate in Bogotá, Barranquilla, Medellin and Cali.




COLOMBIA: TOTAL SUPPLY AND DEMAND
In d e x e s  P e rc e n ta g e
(1 9 8 0  =  100) b re a k d o w n
G ro w th  ra te s
1983 1984 1985” 1980 1985” 1982 1983 1984 1985”
T o ta l  su p p ly 104.7 107.4 109.5 116.3 114.7 2.1 -0 .1 2 .5 2 .0
G ro ss  d o m e s tic  p ro d u c t
a t  m a rk e t  p r ic e s 104.6 108.4 111.1 100.0 100.0 1.0 1.2 3.6 2.5
Im p o r ts  o f  goo d s an d
se rv ices 105.7 101.3 100.2 16.3 14.7 8.4 -7.6 -4.2 -1.1
T o ta l  d e m a n d 104.7 107.4 109.5 116.3 114.7 2.1 -0 .1 2 .5 2 .0
D o m e s tic  d e m a n d 108.5 109.8 110.5 100.4 99.9 2.7 0.6 1.2 0.7
G ro ss  d o m e s tic  in v e s tm e n t 114.0 107.4 97.6 18.7 16.4 5.3 -4.4 -5.8 -9.1
G ro ss  fixed  in v e s tm e n t 108.7 107.1 98.5 16.8 14.9 3.0 -0.6 -1.5 -8 .0
C o n s tru c tio n 113.7 115.0 115.0 9.1 9.4 3.9 1.5 1.2 -
M a c h in e ry  a n d  e q u ip m e n t 103.0 97.8 79.2 7.7 5.5 1.8 -3.2 -5 .0 -19.0
C h a n g e s  in  s tocks 160.4 110.0 89.7 1.9 1.5
T o ta l c o n s u m p tio n 107.2 110.3 113.5 81.7 83.5 2 .0 1.9 2.9 2.9
G e n e ra l g o v e rn m e n t 112.4 114.6 116.8 10.1 10.6 4.6 3.6 2 .0 1.9
P r iv a te 106.5 109.7 113.0 71.6 72.9 1.6 1.6 3.0 3 .0
E x p o rts  o f  goo d s an d
se rv ices 80.9 92.2 103.3 15.9 14.8 -2.2 -6.0 14.0 12.0
Source: ECLAC, on the basis of official figures.
Note: The figures for exports and imports of goods and services were taken from IMF balance-of-payments data expressed in dollars at current 
prices, which were converted to constant 1980 values using unit value indexes calculated by ECLAC for this purpose.
"Preliminary figures.
f ig u re  1). M o r e o v e r ,  t h e  j o b s  w h ic h  w e r e  c r e a te d  c o n t in u e d  to  b e  in  t h e  in f o r m a l  s e c to r ,  w h i le  t h e  
n u m b e r  o f  s a la r i e d  j o b s  sc a rc e ly  i n c r e a s e d  a t  all.
F is c a l  m a n a g e m e n t  w a s  o n e  o f  t h e  c e n t r a l  a s p e c ts  o f  t h e  a d ju s tm e n t  p o lic y . C o r r e c t iv e  m e a s u r e s  
w e r e  t a k e n  w h ic h  a f fe c te d  b o th  t a x e s  a n d  e x p e n d i tu r e .  F i r s t ly ,  t h e  g o v e r n m e n t  w o n  C o n g r e s s io n a l  
a p p r o v a l  o f  a  v a r ie ty  o f  m e a s u r e s  d e s ig n e d  to  i n c r e a s e  t a x  r e c e ip t s :  a n  8 %  t a x  w a s  le v ie d  o n  i m p o r t s ,  
t h e  s a le s  t a x  w a s  e x t e n d e d  to  in c lu d e  a  l a r g e r  n u m b e r  o f  p r o d u c t s ,  a n d  t a x  w i t h h o l d i n g  s y s te m s  w e r e  
s t r e n g t h e n e d .  T h e s e  m e a s u r e s  w e r e  v e ry  e f fe c t iv e , s in c e  r e c e ip t s  f ro m  c u s to m s  d u t ie s  s o a re d  5 6 % ,  
t h o s e  f ro m  t h e  s a le s  t a x  j u m p e d  5 7 %  a n d  to ta l  t a x  r e v e n u e s  c l im b e d  4 7 % .  S e c o n d ly , a  s e v e re  a u s te r i ty  
p o lic y  w a s  a p p l ie d .  T h u s ,  o p e r a t i n g  e x p e n s e s  in c r e a s e d  b y  o n ly  1 6 .5 % , i n v e s tm e n t  e x p e n d i t u r e  ro s e  
4 7 %  a n d  t o t a l  s p e n d i n g  w a s  u p  2 3 % .
O n e  o f  t h e  m a i n  a s p e c t s  o f  t h e  e c o n o m ic  p i c tu r e  in  r e c e n t  y e a r s  h a s  b e e n  t h e  e x i s te n c e  o f  d e f ic i ts  
o n  b o t h  t h e  b a la n c e - o f - p a y m e n t s  a n d  t h e  g o v e r n m e n t  a c c o u n ts .  U n d e r  t h e s e  c i r c u m s ta n c e s ,  t h e  
m o n e ta r y  e x p a n s io n  c r e a t e d  b y  t h e  f isc a l im b a la n c e  w a s  o f fs e t  b y  t h e  e f fe c ts  o f  t h e  c o u n t r y 's  lo s s  o f  
i n t e r n a t io n a l  r e s e r v e s .  T h e  r i s e  in  c o ffe e  p r ic e s  t h a t  w a s  p r o m p te d  b y  t h e  d r o u g h t  in  B ra z i l  
m o d e r a t e d  th i s  s i t u a t io n  s o m e w h a t  b y  c o n t r i b u t i n g  to  C o lo m b ia 's  i n t e r n a t io n a l  r e s e r v e s .  S in c e  t h e  
m o n e ta r y  a u t h o r i t i e s  w e r e  u n a b le  to  m a k e  a  l a r g e  e n o u g h  r e d u a i o n  in  t h e  f isc a l d e f ic i t ,  t h e  m e a n s  o f  
p a y m e n t  e x p a n d e d  r a p id ly  in  D e c e m b e r ,  g iv in g  r i s e  to  h e a v y  d e m a n d  p r e s s u r e s .
2 . R e c e n t  e c o n o m i c  t r e n d s
a )  Total supply and demand
A f te r  m a k in g  a  s l ig h t  r e c o v e r y  in  1 9 8 4 , t h e  r a t e  o f  e x p a n s io n  o f  e c o n o m ic  a c tiv ity  s la c k e n e d  in  
1 9 8 5 . T h e  p r o d u c t  g r e w  b y  o n ly  2 .5 %  a n d , c o n s e q u e n t ly ,  t h e  p e r  c a p i t a  p r o d u c t  s c a rc e ly  r o s e  a t  a ll ,  
r e m a i n i n g  a t  a  le v e l  s im i l a r  to  t h a t  o f  1 9 8 0  ( s e e  ta b le  1). A t  t h e  s a m e  t im e ,  i m p o r t s  o f  g o o d s  a n d  
s e rv ic e s  d e c l in e d  in  v o lu m e  f o r  t h e  t h i r d  y e a r  r u n n i n g ,  w h ic h  c a u s e d  t h e  i m p o r t  c o e f f ic ie n t  to  fa ll o n c e  
a g a in .
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Figure 1
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Source: ECLA C, on the  basis o f official data.
aA n n u a l grow th  rate. ’’Average annual rate  in  Bogotá, B arranquilla, M edellin  and Cali.
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The growth observed in total demand was mainly accounted for by the 12% increase in the 
volume of total exports and, to a lesser extent, by the 3% rise in consumption. In contrast, gross 
domestic investment fell 9%, after having decreased at an average rate of 5% during the two 
preceding years (see table 2).
The trend in total supply and demand over the past few years has reflected a shift in the 
structure of production towards import substitution and exports. This process has been focused on 
the production of consumer goods and raw materials using intermediate level technology. The 
restrictions placed on imports of capital goods, however, have had a heavy impact on investment.
b) The main sectors o f production
All sectors of production except for mining and agriculture grew more slowly in 1985 than they 
had in 1984. Industry, construction, commerce and services showed the biggest downturns (see 
table 3).
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i )  Agriculture. T h e  a g r ic u l tu r a l  p r o d u c t  r o s e  2 % ;  th i s  r a t e  w a s  s im i l a r  to  t h o s e  o f  t h e  tw o  
p r e c e d i n g  y e a r s  b u t  w a s  lo w e r  t h a n  t h e  p a s t  a v e r a g e .  T h is  p o o r  s h o w in g  w a s  d u e  p a r t ly  to  t h e  2 .6 %  
d r o p  in  c o f fe e  p r o d u c t i o n  a n d  p a r t l y  to  t h e  s lo w  e x p a n s io n  s e e n  in  t h e  o t h e r  c r o p s  a s  a  w h o le .  T h e  lo w  
le v e l  o f  i n v e s tm e n t  d u r i n g  th e  p a s t  f iv e  y e a r s  w a s  a n o t h e r  i m p o r t a n t  f a c to r  in  t h e  s e c to r 's  u n s a t i s f a c ­
to ry  p e r f o r m a n c e .
A s  in  1 9 8 4 , t h e  s t r u c tu r e  o f  c r o p - f a r m in g  p r o d u c t io n  u n d e r w e n t  m a jo r  c h a n g e s  a s  t h e  r i s e  in  
t h e  e x c h a n g e  r a t e  c a u s e d  p r o d u c t i o n  to  s h if t  t o w a r d s  m o r e  c o m m e r c ia l  a c t iv i t ie s .  W h e r e a s  t h e  
h a r v e s t s  o f  m a iz e ,  s o r g h u m ,  p o t a t o e s  a n d  y u c a  w e r e  d o w n  s h a rp ly  a n d  t h e  r ic e  h a r v e s t  h e ld  n e a r ly  
s te a d y , c o t t o n  p r o d u c t i o n  j u m p e d  4 0 % ,  t h e  o u t p u t  o f  so y a  r o s e  1 0 %  a n d  t h a t  o f  A f r ic a n  p a lm  
in c r e a s e d  7 %  ( s e e  t a b l e  4 ) .
T h e  d r o p  in  t h e  o u t p u t  o f  c e r e a ls  a n d  s u b s i s te n c e  c r o p s  a f fe c te d  d o m e s t ic  s u p p ly ,  a n d  t h e  r i s e  in  
fo o d  p r i c e s  w a s  t h e r e f o r e  m u c h  m o r e  r a p i d  t h a n  th e  a v e r a g e .
T h e  p o l ic y  a im e d  a t  d iv e r s i f y in g  p r o d u c t i o n  in  c o f f e e -g r o w in g  a r e a s  a n d  th e  s l a c k e n in g  r a t e  o f  
d o m e s t i c  p r i c e  a d ju s tm e n t s  t e n d e d  to  d i s c o u r a g e  t h e  p l a n t i n g  o f  co ffe e . F o l lo w in g  a  1 6 %  d r o p  in  
1 9 8 4 , o u t p u t  fe ll  n e a r ly  3 %  in  198 5 . T h e  fu tu re  a p p l i c a t i o n  o f  t h i s  p o l ic y  h a s  b e e n  s e r io u s ly  
j e o p a r d i z e d ,  h o w e v e r ,  b y  t h e  d r o u g h t  w h ic h  h i t  B r a z i l  l a t e  in  t h e  y e a r .  I n t e r n a t i o n a l  c o ffe e  p r ic e s  r o s e
T a b le  3
COLOMBIA: GROSS DOMESTIC PRODUCT BY 
KIND OF ECONOMIC ACTIVITY”
In d ex es  P e rc e n ta g e
(1 9 8 0  =  100) b reak d o w n
G ro w th  ra tes
1983 1984 1985* 1980 19856 1982 1983 1984 19856
G ro s s  d o m e s tic  p ro d u c t 104.6 108.4 111.1 100.0 100.0 1.0 1.2 3.6 2.5
G o o d s 102.1 107.7 112.0 49 .6 50.1 -0 .9 2.1 5.4 4 .0
A g r ic u ltu re ' 103.1 104.2 106.1 19.4 18.5 -1.9 1.8 1.1 1.8
M in in g 121.3 150.5 196.7 2.3 4.1 1.8 13.2 24 .0 30.7
M a n u fac tu rin g 96.5 104.2 107.3 23.3 22.5 -1.4 0.5 8.0 3.0
C o n s tru c tio n 117.1 118.5 118.5 4 .7 5.0 4 .0 5.1 1.2 -
B a sic  se rv ic e s 108.7 111.6 113.9 10.2 10.5 4 .9 -0 .4 2 .7 2 .0
E le c tric ity , gas and  w a te r 111.2 117.5 123.9 1.3 1.5 3.2 4.3 5.7 5.4
T ra n s p o r t ,  s to ra g e  and 
c o m m u n ic a tio n s 108.3 110.7 112.4 8.9 9.0 5.2 -1.1 2.2 1.5
O th e r  se rv ic e s 108.6 111.5 113.5 39 .9 4 0 .8 2.4 1.7 2.7 1.7
C o m m e rc e , re s ta u ra n ts  
and  h o te ls 101.3 103.9 104.4 13.3 12.5 1.6 -1 .9 2.5 0.5
F in an c ia l in s t i tu t io n s , 
in su ra n c e , rea l e s ta te  and 
b u sin e ss  serv ices 113.2 116.4 119.4 13.7 14.7 3.1 3.2 2.8 2.6
O w n e rsh ip  o f  d w e llin g s 111.2 115.9 120.6 7.0 7.6 3.2 4 .0 4.3 4 .0
C o m m u n ity , social and 
p e rso n a l se rv ices 111.1 114.2 116.5 12.9 13.6 2.5 3.5 2.9 2.0
G o v e rn m e n t se rv ices 112.6 116.1 118.4 7.7 8.2 2.4 3.9 3.1 2.0
Im p o r t  d u ties 106.1 92.3 77.4 2.8 1.9 10.0 -8.7 -13.0 -16.2
L ess : a d ju s tm e n ts  for 
b an k  se rv ices 138.5 140.3 141.7 2.5 3.2 10.5 6.1 1.3 1.0
Source: ECLAC, on the basis of official fii




COLOMBIA: INDICATORS OF AGRICULTURAL PRODUCTION
1 9 7 5  1 9 8 0  1 9 8 2  1 9 8 3  1 9 8 4  1 9 8 5 "
1 9 8 1  1 9 8 2  1 9 8 3  1 9 8 4  1 9 8 5 "
Index of agricultural
production (1970 = 100) 1 2 9 6  1 5 6 . 0  1 5 8 .9  1 6 2 . 2  1 6 5 .4  1 6 8 .7  3 .2  - 1 . 9  1 . 8  2 . 0  2 . 0




Rice 1 614 1 798 2 018 1 780 1 695 1 698 -0.5 12.9 -11.8 -4 .8 0.2
Maize 723 854 898 864 864 763 3.0 2.0 -3 .8 - -11.7
Sorghum 335 431 576 595 590 499 23 .4 8.3 3.3 -0 .8 -15.4
Wheat
Oilseeds
39 46 71 78 59 76 34.8 14.5 9.9 -24.4 28.8
Raw cotton 4 0 1 3 5 3 1 5 4 1 3 0 2 4 3 3 3 9 3 .7  -- 5 7 .9 - 1 5 . 6 8 6 .9 3 9 .5
Soya 1 6 9 1 5 5 9 9 1 2 2 9 4 1 0 4  -■42.6 1 1 .2 2 3 .2 oCOCN 1 0 .6
African palmc 
Staple foods
3 9 7 0 8 5 1 0 2 1 1 8 1 2 6 1 4 .3 6 .5 2 0 .0 1 5 .7 6 .8
Common beans 62 84 73 82 80 99 -11 .9 -1.4 12.3 -2.4 23 .8
Potatoes 1 320 1 727 2 14 9 2 188 2 463 1 9 1 0 21 .8 2.1 1.8 12.6 -22.5




1164 1 331 1 351 1 178 1 318 -1.4 15 .9 1.5 -12 .8 11.9
(panela)c 806 988 884 780 825 988 -5 .4 -5.5 -11.8 5.8 19.8
Coffee' 510 931 728 824 694 676 -13.2 -9 .9 13.2 -15.8 -2.6
Bananas' 559 944 1 147 964 1 104 1 0 2 9 77.6 3.3 -16 .0 14.7 -6.7
Tobacco' 58 47 49 48 44 6.4 -2 .0 -2 .0 -8.3
Source: ECLAC, un che basis of statistics supplied by che Ministry of Agriculture, che Banco de la República and che Nacional Coffee-Growers' 
Federación.
'Preliminary figures. 'Agricultural year. 'Calendar year. Producción of oil pulp.
'Producción of raw sugar. 'Coffee-growing year (1 October co 50 September).
considerably as a result of the drought, and this put heavy pressure on domestic prices. The 
government had to raise the price in December and pledged to increase it further in the early part of 
the following year (see table 5).
Stock-raising, which represents 40% of the agricultural product, was sluggish. Poultry and milk 
production were down, while beef output showed no change.
ii) Manufacturing. Industrial output (which had declined steadily between 1981 and 1983 but 
which had grown 10% in 1984) rose only 3%. This was accompanied by a marked change in its 
sectoral composition. The production of capital goods (which had grown much more rapidly than had 
the output of consumer and intermediate goods in 1984) plunged by 14%, whereas the production of 
consumer and intermediate goods expanded only slightly more slowly than the year before (see 
table 6).
The fluctuations in industrial production stemmed from the situation at the international level 
as well as from domestic policy. The recovery made by production in 1984 was fuelled by the increase 
in exports of manufactures and by the growth of import substitution, both of which slackened in 1985. 
On the one hand, the decrease in imports by the United States and the devaluation of the dollar 
hindered the development of exports, which increased less than they had in 1984. On the other hand, 
import substitution activities also expanded more slowly. Quantitative restrictions on external 
purchases —which had been one of the main forces stimulating national production— proved to be a
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le s s  e f fe c t iv e  m e c h a n i s m  t h a n  b e f o re  in  s h i f t in g  d o m e s t ic  d e m a n d  to w a r d s  n a t io n a l  p r o d u c t i o n  a n d ,  
in d e e d ,  b e c a m e  in s t e a d  o n e  o f  t h e  f a c to r s  w h ic h  l im i te d  i ts  e x p a n s io n .
T h e  a b o v e  s i t u a t io n  w a s  c o m p o u n d e d  b y  t h e  e f fe c ts  o f  t h e  a d ju s tm e n t  p o l ic y .  W h i l e  t h e  
d e v a lu a t io n  p u s h e d  u p  p r o d u c t i o n  c o s t s ,  t h e  r e d u c t io n  o f  t h e  fisca l d e f ic i t  t e n d e d  to  d a m p e n  d o m e s t ic  
d e m a n d ,  a n d  t h e  c o m b i n a t i o n  o f  t h e s e  tw o  fa c to rs  p r o m p t e d  a  d e c l in e  in  t h e  e f fe c tiv e  d e m a n d  fo r 
g o o d s .
I n d u s t r i a l  p e r f o r m a n c e  d u r in g  t h e  p a s t  few  y e a r s  h a s  a t t e s te d  to  in d u s t r y 's  a b i l i ty  to  a c t  a s  a 
l e a d e r  o f  t h e  r e s t  o f  t h e  e c o n o m y ,  h o w e v e r .  V a r i a t i o n s  in  t h e  to ta l  d o m e s t i c  p r o d u c t  h a v e  c o m e  v e r y  
c lo s e  to  m i r r o r i n g  th o s e  o f  i n d u s t r i a l  p r o d u c t io n .  M o r e o v e r ,  i n d u s t r i a l  p e r f o r m a n c e  h a s  n o t  b e e n  a n  
i s o la te d  p h e n o m e n o n  w h ic h  c a n  b e  a c c o u n te d  fo r b y  p r i c e  m e c h a n i s m s  a lo n e .  I n d u s t r i a l  a c t iv i ty  h a s ,  
to  a  l a r g e  e x t e n t ,  b e e n  d e t e r m i n e d  b y  e f fe c tiv e  d e m a n d ,  w h ic h ,  in  t u r n ,  h a s  b e e n  d e t e r m i n e d  b y  
e x t e r n a l  m a r k e t s ,  d o m e s t i c  p o l ic y  a n d  t h e  fo o d  s u p p ly . T h i s  s e c to r 's  f r e q u e n t  u p s  a n d  d o w n s  h a v e  
b e e n  t h e  r e s u l t  o f  e x t e r n a l  f lu c tu a t io n s  a n d  c h a n g e s  in  e c o n o m ic  p o lic y .
T a b le  5
COLOMBIA: TRENDS IN COFFEE PRICES AND 
IN THE RETENTION QUOTA
E n d  o f
E x te rn a l"
P ric e s
E x p o rt  re p a y m e n t D om estic*
R e te n tio n
q u o ta
A d  v a lo re m  
ta x ’7
1980 M a rc h 1.81 2 51 .0 8 733 58 16
J u n e 1.67 287 .3 8 733 62 16
S e p te m b e r 1.25 287.3 8 733 62 16
D e c e m b e r 1.28 182.0 9 2 0 0 15 13
1981 M a rch 1.31 182.0 9 200 15 13
J u n e 1.08 186.6 9 200 2 0 13
S e p te m b e r 1.34 186.6 9 2 0 0 25 12
D e c e m b e r 1.45 206.5 10 330 30 12
1982 M a rc h 1.45 217.3 11 050 39 12
J u n e 1.41 206.5 11 050 35 12
S e p te m b e r 1.37 206.5 11 050 35 12
D e c e m b e r 1.34 205.5 12 100 40 9
1983 M a rch 1.17 1 9 1 0 12 100 40 9
J u n e 1.12 191.0 12 800 40 9
S e p te m b e r 1.04 1 9 1 0 13 570 45 6.5
D ic e m b e r 1.41 204.5 14 400 58 6.5
1984 M a rc h . 1.52 2 06 .0 14 800 66 6.5
J u n e 1.47 2 09 .0 15 2 0 0 68 6.5
S e p te m b e r 1.36 2 0 9 0 16 300 68 6.5
D e c e m b e r 1.43 201.4 17 000 68 6.5
1985 M a rc h 1.42 2 06 .0 18 100 68 6.5
J u n e 1 3 9 2 0 9 .0 19 3 5 0 68 6.5
S e p te m b e r 1.26 2 0 4 .0 2 0  700 68 6.5
D e c e m b e r 2.33 3 15 .0 24  375 68 6.5
Source: ECLAC, on the basis of statistics supplied by the Banco de la República.
"Dollars per pound. Corresponds to the prevailing price on the New York commodities exchange for the "other milds” variety, plus 
US$ 0.02. ’Dollars per 70-ltg sack of green coffee. ’Pesos per 125-kg load of parchment coffee. ’’Per 70-kg sack 




COLOMBIA: INDICATORS OF MANUFACTURING PRODUCTION
(Growth rates)
1981 1982 1983 1984 1985"
T o ta l -2 .8 -3.1 -1.1 9.8 3.0
C o n s u m e r  g o o d s -2 .7 -4.5 0.4 8.8 6.0
Foodstu ffs -6.5 -1.5 3.4 12.3 9.7
B e v erag e s -2 .6 -6.1 6.1 4.4 6.8
T o b acco 8.1 4 .9 1.9 13.8 6.7
T ex tile s 2.3 -6.5 -7.6 12.6 4 .9
C lo th in g 1.1 -7.8 -9.4 9.3 -9.9
L e a th e r  and  le a th e r  p ro d u c ts 2.9 -7.2 -18.9 2.2 -2.3
F o o tw e a r 2.7 -9 .9 1.6 -14.9 -2.6
W o o d e n  fu rn itu re -8.5 -22.3 -14.6 4.5 4 .8
P r in t in g ,  p u b lish in g  and re la ted  ac tiv ities -5.9 1.8 -7.1 -18.3 -8.0
A rtic le s  o f  clay, p o tte ry  and  ch in a -4.0 -3.4 -9.3 5.2 9.7
M isce llan eo u s in d u str ie s -6.6 -26.1 12.3 23.4 9.5
In te rm e d ia te  g o o d s -2 .5 0 .9 4 .3 8.0 7.0
L u m b e r in d u stry 6.0 6.7 -3.8 1.3 2.2
P a p e r  and p a p e r  p ro d u c ts -2.1 -4.1 -1.7 12.1 7.8
In d u s tr ia l chem ica ls -12.4 0.8 14.3 23.3 8.8
O th e rs  chem ica ls -5.3 6.8 -3.7 7.4 14.4
P e tro le u m  p ro d u c ts 12.8 0.1 10.0 1.4 4 .6
O th e r  p e tro le u m  and coal p ro d u c ts -2.2 5.3 7.6 -0.5 22 .9
R u b b e r  p ro d u c ts 5.5 -10.0 -6.1 8.6 3.1
P la s tic  p ro d u c ts -6.2 - 7.1 -7.1 -7 .9
G lass and  g lass  p ro d u c ts -2.9 -0.8 -3.5 -4.2 23.2
O th e r  n o n -m e ta llic  m in e ra l p ro d u c ts -2.1 4.1 -2.7 14.8 -2.7
B asic  iro n  and  steel in d u str ie s 3.9 5.5 8.9 -7.8 1.8
B asic  n o n -fe rro u s  m e ta ls  in d u s tr ie s 0.2 -9.6 0.4 -8.9 -0.1
C a p ita l  g o o d s -3.5 -7 .2 -11 .3 20.1 -1 4 .0
M e ta l p ro d u c ts , e x c e p t m ach in e ry -5.7 -5.4 -0.7 7.0 -1.5
M a ch in e ry , ex cep t e lec trica l a p p lian ces - l . l -2.6 -16.6 -2.2 -28.4
E le c trica l m ach in e ry  and a p p lian ces 7.2 -2.5 -15.7 0.8 -3.1
T ra n s p o r t  e q u ip m e n t -11.6 -15.5 -13.7 55.5 -20.0
P ro fe ss io n a l and  sc ien tific  e q u ip m e n t 19.3 1.3 -0.7 28.4 13.2
Source: ECLAC, on the basis of data supplied by the National Bureau of statistics (DANE). 
"Preliminary figures. Does not include coffee hulling.
One of the most surprising developments has been the drop in industrial employment, which 
has declined during the past few years regardless of whether production has increased or decreased. 
Changes in production have therefore apparently been accompanied only by changes in productivity. 
This is partly because the statistics on industrial employment do not adequately reflect the use of 
temporary manpower and therefore underestimate employment while overestimating increases in 
productivity. Even so, there is no question that various industrial activities have undergone a 
modernization process in recent years which has tended to lower their utilization of manpower. This 
was one of the reasons why corporate profits were substantially higher in 1985 despite the fact that 
the manufacturing sector expanded by only 3%.
iii) Construction. Construction has been one of the sectors for which the government has done 
the most. In 1983, it launched an effort through the Institute of Land Credit to promote the expansion 
of low-income housing. To this end, the Institute's budget was increased and steps were taken to
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c h a n n e l  f in a n c ia l  r e s o u r c e s  to  it. T h a n k s  to  th e s e  m e a s u r e s ,  h o u s in g  c o n s t r u c t io n  r o s e  3 1 %  in  1 9 8 3 , 
w h i le  t o t a l  c o n s t r u c t i o n  in c r e a s e d  b y  2 3 %  in  t h e  c o u n t r y 's  t e n  l a r g e s t  c i t ie s  ( s e e  t a b le  7 ) . I n  1 9 8 4 , 
h o w e v e r ,  t h e  e x p a n s i o n  o f  lo w - in c o m e  h o u s in g  w a s ,  to  s o m e  e x t e n t ,  a c c o m p l is h e d  a t  t h e  c o s t  o f  o th e r  
c o n s t r u c t i o n  a c t iv i t i e s ,  w i th  t h e  r e s u l t  t h a t  t h e  to t a l  a r e a  c o n s t r u c te d  d u r in g  th e  y e a r  d i m in i s h e d  b y  
2 % .  I n  1 9 8 5 , in  c o n t r a s t ,  b o th  h o u s in g  c o n s t r u c t io n  a n d  to t a l  b u i ld in g  g r e w  r a p id ly ,  e x p a n d in g  b y  
a r o u n d  1 0 % . T h e  g o v e r n m e n t  t h u s  a c h ie v e d  i ts  p u r p o s e  o f  c h a n n e l l i n g  f u n d s  to w a r d s  lo w - in c o m e  
h o u s in g ,  t h e  a n n u a l  s u p p ly  o f  w h ic h  h a s  g r o w n  c o n s id e ra b ly  d u r in g  t h e  p a s t  t h r e e  y e a r s .  I t  w a s  
u n a b le ,  h o w e v e r ,  to  m a k e  t h e  s e c to r  s e rv e  a s  a  fo rc e  fo r  r e a c t iv a t io n .  T h e  c y c le s  o f  h o u s in g  
c o n s t r u c t io n ,  w h ic h  h a v e  b e e n  b a s e d  o n  v a r i a t i o n s  in  t h e  a v a i la b le  f in a n c in g ,  h a v e  n o t  h e lp e d  to  
c r e a te  a  s t a b le  f r a m e w o r k  fo r  a  s u s ta in e d  e c o n o m ic  r e c o v e ry ,  a n d  f u r t h e r m o r e  in  1985 t h e  e x p a n s io n  
o f  h o u s in g  c o n s t r u c t i o n  w a s  o f fs e t  b y  t h e  d e c r e a s e  in  p u b l ic  i n v e s tm e n t ,  w i th  t h e  r e s u l t  t h a t  t h e  
p r o d u c t  o f  t h e  c o n s t r u c t io n  s e c to r  a s  a  w h o le  s h o w e d  n o  c h a n g e  ( s e e  t a b le  3 ).
iv )  Mining. M i n i n g  c o n t in u e d  t o b e  th e  f a s t e s t - g r o w in g  a c t iv i ty  in  t h e  e c o n o m y . I ts  v a lu e  a d d e d  
c l im b e d  b y  n e a r ly  3 1 % ,  f o l lo w in g  in c r e a s e s  o f  1 3 %  in  1983  a n d  2 4 %  in  198 4 . T h e  g r e a t e s t  s t r id e s  
w e r e  m a d e  in  t h e  p r o d u c t io n  o f  g o ld , f e r r o n ic k e l  a n d  c o a l. T h e  e x t r a c t i o n  o f  c r u d e  o il ,  h o w e v e r ,  w h ic h  
h a d  r i s e n  1 2 %  in  1 9 8 4 , i n c r e a s e d  le s s  t h a n  2 %  ( s e e  t a b l e  8 ).
T a b le  7
COLOMBIA: APPROVED CONSTRUCTION PERMITS
T h o u sa n d s  o f  sq u a re  m e tre s  G ro w th  ra te s
1980 1982 1983 1984 1985° 1981 1982 1983 1984 1985°
T o ta l  su rface  a rea 5 941 6 148 3.2 0.2
T e n  m a jo r  c itie s 4  653 5 168 6 375 6 238 6 930 10.7 0.3 23 .4 -2.1 11.0
B o g o tá 1 893 2  321 2  714 2  483 2  996 1.1 21.3 16.9 -8.5 20.7
B a rran q u illa 218 243 423 172 138 8.7 2.5 74.1 -59.3 -19.8
B u c a ram an g a 263 271 227 234 267 27.7 -19.6 -16.2 3.1 14.1
Cali* 763 600 776 1 326 1 078 17.9 -33.3 29.3 70.9 -18.9
C a rta g e n a 113 69 333 170 253 20.4 -23.3 382.6 -48.9 48 .8
C úcu ta 97 120 84 83 97 -53.6 166.7 -30.0 -1.2 16.9
M a n iza les 163 123 225 136 124 15.3 34.5 82.9 -39.6 -8.8
M e d e llin c 1 033 1 317 1 421 1 460 1 731 30.9 -2.5 7.9 2.7 18.6
N e iv a 42 49 105 118 106 -31.0 69.0 114.3 12.4 -10.2
P a s to 69 55 64 53 136 -15.9 -5.2 16.4 -17.2 156.6
Total su rface  a re a
o f  n e w  h o u s in g 4  634 4  716 9 .0 -6 .6
T e n  m a jo r  c itie s 3 670 3 916 5 142 5 271 5 749 14.3 -6 .7 31.3 2.5 9.1
B o g o tá 1 566 1 771 199 2 2  059 2  4 1 0 0.6 12.4 12.5 3.4 17.0
B a rran q u illa 178 128 382 144 97 -14.6 -15.8 198.4 -62.3 -32.6
B u c a ra m a n g a 236 222 183 175 198 22 .9 -23.4 -17.6 -4.4 13.1
Cali* 563 511 699 1 205 973 36.2 -33.4 36.8 72.4 -19.2
C a rta g e n a 60 41 268 160 207 21.7 -43.8 553.7 -40.3 29.4
C úcu ta 53 95 63 72 68 -37.7 187.9 -33.7 14.3 -5.5
M an iza les 136 78 186 111 90 14.0 -49.7 138.5 -40.3 -18.9
M e d e llin ' 787 986 1 213 1 202 1 4 7 3 36.9 -8.4 23 .0 -0.9 27.5
N e iv a 39 34 99 92 97 -38.5 41.7 191.2 -7.1 5.4
P a s to -54 50 54 48 132 -7.4 - 8.0 -11.1 17.5
Source: ECLAC, on the basis of data supplied by the National Bureau of Statistics (DANE).
"Preliminary figures. Includes permits approved in the metropolitan area of Yumbo. ’Includes permits approved in the




COLOMBIA: INDICATORS OF MINING PRODUCTION




Gross m ining product
(indexes 1980 = 100) 104.1 100.0 121.4 138.8 181.1 1.8 13.2 14.3 30.7
Petroleum 57.3 45.9 54.2 60.8 61.8 5.5 5.0 12.2 1.6
Coalc 3 900 5 000 6 600 9 706 10.3 13.6 32.0 47.1
Iron orec 537 491 436 444 439 8.5 -2.1 1.8 -1.1
Gold'' 311 497 431 731 1 142 -11.0 -6.2 69.5 56.5
S ilv e / 87.6 140.5 132.4 153.4 168.7 -6.8 6.6 15.9 10.0
Platinum 22.1 14.3 10.3 10.1 11.5 -19.7 -13.4 -1.9 13.9
Salt' 926 887 538 664 49 -40.9 27.2 23.2 25.4
Source: ECLAC, on the basis of data supplied by the Ministry of Mines and Energy and the Banco de la República. 
"Preliminary figures. Millions of 42-gaIlon barrels. cThou$ands of tons. Thousands of troy ounces.
COLOM BIA:
Table 9
PETR O LEU M  IN D U ST R Y  IN D IC A T O R S
1980 1982 1983 1984 1
Growth rates
985° •
1981 1982 1983 1984 1985°
M illions o f barrels
P roduction
Extraction o f crude oil 45.9 51.6 54.2 60.8 61.8 6.5 5.5 5.0 12.2 1.6
Output o f petroleum product 59.3 62.6 68.5 69.8 68.6 6.7 -1.1 9.4 5.0 -1.7
External trade
Im ports o f crude oil 7.3 7.3 13.8 9.8 6.8 5.5 -5.2 89.0 -29.0 -30.6
Im ports o f petroleum products 13.0 11.0 7.5 5.7 9.1 -15.4 -31.8 -24.0 59.0
Exports o f petroleum products 9.4 12.0 15.6 16.8 19.7 10.6 15.4 30.0 7.7 17.2
M illions o f dollars
Im ports o f crude oil 220 233 382 269 182 21.4 5.9 63.9 -29.6 -32.3
Im ports o f petroleum products 491 425 257 174* 274 -15.1 -13.4 -39.5 -5.4 57.5
Exports o f petroleum products 240 213 434 449 457 12.9 -11.3 -103.8 3.5 1.8
Energy balance -471 -415 -205 -6 1
Source: ECLAC. on the basis of data supplied by the Banco de la República and the Ministry of Mining and Energy. 
"Preliminary figures. Gasoline only.
N o n e th e le ss , th e  trad e  balance for p e tro leu m  im proved  slightly , w ith  expo rt ea rn in g s to ta llin g  
U S$ 457 m illion  and ou tgo ings am o u n tin g  to  U S$ 456 m illion . T h e  country th u s m arked  up  a surplus 
on  th e  p e tro leu m  account for th e  firs t tim e  in  th e  last ten  years. T he o u tp u t o f  p e tro leu m  products 
declined nearly  2%  due to  changes in  th e  refin erie s ' p roduction  s tructu re  (see table 9). Fuel 
co n su m p tio n  rose 3 % ; th is  ra te  w as th e  h ig h es t recorded  since 1978 and w as g rea te r th a n  th e  g row th  
ra te  for th e  product. O ne co n trib u tin g  factor w as the d e te rio ra tio n  in  real fuel p rices seen th ro u g h o u t 
1985.
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C o lo m b ia 's  p r o s p e c t s  in  so  fa r  a s  p e t r o l e u m  is  c o n c e r n e d  a re  h ig h ly  e n c o u r a g in g .  D is c o v e r ie s  
m a d e  in  r e c e n t  y e a r s  h a v e  in c r e a s e d  th e  c o u n t r y 's  k n o w n  o il  r e s e r v e s  s ig n if ic a n t ly . I n  a d d i t io n ,  t h e r e  
w a s  a n  u p s u r g e  in  a c t iv i ty  in  p a r t n e r s h i p  c o n t r a c t s  in  1 9 8 4  a n d  1 9 8 5 , f o l lo w in g  a  v e ry  s la c k  p e r i o d  in  
th i s  r e s p e c t  in  1 9 8 3 . T h e  n e w ly - d is c o v e r e d  o i l  r e s e r v e s  p r o v id e  g r o u n d s  fo r  f o r e c a s t in g  a  s ig n i f ic a n t  
in c r e a s e  in  p e t r o l e u m  e x t r a c t i o n  d u r i n g  t h e  n e x t  fe w  y e a r s .  T h e  e x a c t  v o lu m e s  in v o lv e d ,  h o w e v e r ,  
w i l l  b e  d e p e n d e n t  u p o n  p h y s ic a l  f a c to r s  a n d  p o l ic y  e l e m e n t s ,  w h ic h  m a y  c h a n g e  a s  a  r e s u l t  o f  r e c e n t  
d e v e l o p m e n t s  r e g a r d in g  e x t e r n a l  p r i c e s :  t h e  lo w  o i l  p r i c e s  m a y  v e ry  w e l l  d is c o u ra g e  e x p o r t a t i o n ,  a n d  
i t  is  l ik e ly  t h a t  b o th  S t a t e  e n t e r p r i s e s  a n d  p r i v a t e  c o m p a n ie s  w il l  p o s t p o n e  t h e i r  p l a n s  f o r  m a k in g  
e x t e r n a l  sa le s .  I n d e e d ,  t h e  f o r e c a s ts  m a d e  a  f e w  y e a r s  a g o  w h ic h  in d ic a te d  t h a t  o i l  e x p o r t s  w o u ld  
d r a m a t ic a l ly  i m p r o v e  th e  b a la n c e  o f  p a y m e n t s  h a v e  b e e n  o v e r t a k e n  b y  e v e n t s .  F o r e ig n  e x c h a n g e  
e a r n i n g s  w i l l  b e  lo w e r  t h a n  h a d  b e e n  in i t ia l ly  e x p e c te d ,  d u e  to  t h e  d r o p  in  b o th  p r ic e s  a n d  e x p o r t  
v o lu m e s .
T h e  i n v e s tm e n t s  m a d e  m id w a y  t h r o u g h  t h e  d e c a d e  in  c o a l  p r o d u c t io n  a c t iv i t ie s  h a v e  b e g u n  to  
b e a r  f ru i t .  I n  1 9 8 5 , o u t p u t  r o s e  4 3  %  a n d  w a s  m o r e  t h a n  d o u b le  t h e  p r o d u c t io n  le v e l  o f  j u s t  t h r e e  y e a r s  
b e f o re .  T h e  e f fo r t s  m a d e  to  s u b s t i t u t e  c o a l f o r  o t h e r  e n e r g y  s o u rc e s ,  h o w e v e r ,  h a v e  th u s  f a r  m e t  w i th  
n o  m o r e  t h a n  m o d e r a t e  su c c e ss . C o a l c o n s u m p t i o n  r o s e  o n ly  7 % ,  w h ic h  is  n o t  v e ry  m u c h  fo r  a  c o u n t r y  
w i th  C o lo m b ia 's  p r o d u c t i o n  p o t e n t i a l .  T h e  in c r e a s e  in  c o a l  p r o d u c t i o n  s p a r k e d  a  s u b s ta n t i a l  r i s e  in  
e x p o r t s ,  h o w e v e r ,  w h ic h  to ta l l e d  U S $  130  m i l l io n  in  1985  ( m o r e  t h a n  t h r e e  t im e s  t h e  19 8 4  le v e l) .  
N e v e r t h e l e s s ,  t h e  o u t lo o k  is  u n c e r t a in .  W h i l e  c o a l  p r ic e s  h a d  r a n g e d  a r o u n d  U S $  4 5  p e r  to n  e a r ly  in  
t h e  d e c a d e ,  in  1985  th e y  f lu c tu a te d  n e a r  U S $  3 0  p e r  to n .  I n  a d d i t io n ,  e v e n  th o u g h  th e y  h a v e  d e c r e a s e d  
m o r e  s lo w ly  t h a n  o il  p r i c e s ,  in  t h e  l o n g  r u n  th e  p r ic e s  o f  t h e s e  tw o  c o m m o d i t i e s  a re  l in k e d  to  o n e  
a n o th e r .  T h i s  w il l  b e  a  c o n t i n u i n g  s o u r c e  o f  s e r io u s  p r o b le m s  fo r  t h e  c o a l in d u s t r y ,  s in c e  t h e  c u r r e n t  
p r i c e  is  v e ry  c lo s e  to  t h e  m i n i m u m  le v e l  n e e d e d  to  e n s u r e  a n  a c c e p ta b le  le v e l  o f  p r o f i t a b i l i ty  f o r  n e w  
p r o je c ts .
c )  E m p lo y m e n t a n d  u n e m p lo y m e n t
I n  1985  t h e  r a t e  o f  u n e m p l o y m e n t  r o s e  f o r  t h e  f o u r th  y e a r  in  a  r o w , r e a c h in g  a n  a v e r a g e  o f  
1 3 -9 % , w h ic h  w a s  t h e  h i g h e s t  le v e l  r e c o r d e d  s in c e  s t a t i s t i c s  b e g a n  to  b e  c o m p i le d .  U n e m p l o y m e n t  
le v e ls  d r o p p e d  in  a ll  t h e  c o u n t r y 's  m a jo r  c i t ie s  e x c e p t  M a n iz a le s  a n d  P a s t o  d u r in g  th e  s e c o n d  h a l f  o f  
t h e  y e a r ,  h o w e v e r  ( s e e  ta b le  10).
T h is  t r e n d  o f  u n e m p l o y m e n t  w a s  in  k e e p in g  w i th  t h a t  o f  e c o n o m ic  a c t iv i ty  a s  a  w h o le .  D u r i n g  
t h e  p a s t  f o u r  y e a r s  t h e  g r o s s  d o m e s t ic  p r o d u c t  h a s  g r o w n  m o r e  s lo w ly , o n  a v e r a g e ,  t h a n  th e  la b o u r  
fo rc e  ( a t  a b o u t  3 % ) .  F u r t h e r m o r e ,  t h e  r e la t iv e ly  l im i te d  e x p a n s io n  w h ic h  h a s  b e e n  o b s e r v e d  r e c e n t ly  
h a s  m a in ly  t a k e n  p la c e  in  in d u s t r y  a n d  m in in g ,  w h ic h  ty p ic a lly  g e n e r a t e  fe w  jo b s .  T h e  g r o w th  r a t e s  o f  
c o m m e r c e  a n d  s e rv ic e s ,  o n  t h e  o t h e r  h a n d ,  h a v e  b e e n  lo w e r  t h a n  t h e  o v e r a l l  a v e ra g e .  I n  a d d i t io n ,  t h e  
u n c e r t a i n  o u t lo o k  a s  r e g a r d s  t h e  r e a c t iv a t io n  p r o c e s s  h a s  c a u s e d  e n t r e p r e n e u r s  to  r e f r a in  f ro m  
in c r e a s in g  t h e  n u m b e r  o f  p e r m a n e n t  j o b s  th e y  o ffe r. A s  a  r e s u l t ,  in c r e a s e s  in  p r o d u c t i o n  h a v e  
p r im a r i l y  b e e n  a c h ie v e d  t h r o u g h  m o r e  i n t e n s iv e  u t i l i z a t i o n  o f  e x i s t i n g  p e r s o n n e l .  A t  t h e  s a m e  t im e ,  
t h e  q u a l i ty  o f  t h e  j o b s  w h ic h  a r e  a v a i la b le  h a s  d e t e r io r a t e d ,  s in c e  t h e  in c r e a s e  in  e m p lo y m e n t  h a s  
m a in ly  b e e n  in  in f o r m a l  a c t iv i t ie s .
3. The external sector
a )  The adjustment policy a n d  th e  balance o f  payments
T h e  m a n a g e m e n t  o f  e c o n o m ic  a f fa ir s  in  1985 w a s  d o m in a t e d  b y  e x t e r n a l - s e c t o r  a d ju s tm e n t  
p o lic y . E v e r  s in c e  1 9 8 2  t h e  c o u n t r y  h a s  b e e n  r u n n i n g  a  l a r g e  t r a d e  d e f ic i t ,  a n d  i t  h a s  n o t  m a n a g e d  to  
g a in  g r e a t e r  a c c e ss  to  e x t e r n a l  c r e d i t .  T h e  i n t e r n a t io n a l  r e s e r v e s  d r o p p e d  f ro m  a p p r o x im a te ly  
U S $  4 .8  b i l l io n  in  l a t e  198 2  to  U S $  1.8 b i l l io n  b y  t h e  e n d  o f  1984 . B y  e a r ly  1 9 8 5 , t h e  g o v e r n m e n t  h a d  
th e r e f o r e  b e g u n  to  su f fe r  f ro m  s e r io u s  p r o b l e m s  o f  liq u id ity . T h e s e  p r o b le m s  p r o m p t e d  i t  to  r e a c h  a n  
a g r e e m e n t  w i th  t h e  I n t e r n a t i o n a l  M o n e ta r y  F u n d  f o r  t h e  i n t r o d u c t io n  o f  a  s t r i c t  a d ju s tm e n t  
p r o g r a m m e  a im e d  a t  r e d u c in g  th e  d e f ic i t  o n  t h e  c u r r e n t  a c c o u n t  o f  t h e  b a la n c e  o f  p a y m e n t s  a n d  a t 




COLOMBIA: TRENDS IN EMPLOYMENT AND UNEMPLOYMENT
1984 1985















R a te  o f
u n e m p lo y m e n t 8.2 9.2 11.8 13.5 13.9 13.6 13.5 13.3 13.4 14.0 14.5 14.0 12.9
B ogotá 5.5 7.4 9.4 12.2 12.8 12.6 12.0 11.8 12.4 13.7 13.2 12.6 11.7
B a rran q u illa 11.1 10.4 13.8 13.9 15.7 14.5 13.3 15.3 12.4 14.3 17.9 17.5 13.1
M edellin 13.0 13.3 17.0 16.4 16.0 16.1 17.1 15.3 17.1 16.1 16.5 15.6 15.7
Cali 8.9 9.6 11.6 13.3 14.3 13.4 12.9 14.5 12.5 13.4 15.4 15.2 13.7
B ucaram an g a 9.9 10.5 10.3 10.6 8.2 10.4 11.9 10.8 10.6 8.7
M an izales 14.9 16.4 15.6 16.1 15.5 12.4 15.9 17.7 14.9 17.4
P a sto 12.2 12.7 11.9 12.7 13.5 10.8 11.0 11.5 15.8 12.5
G ro ss  ra te s  o f
p a r t ic ip a t io n 38.9 39.2 40.7 42.0 42.2 41.2 41 .4 42.0 43.2 42.5 43.0 41.5 41.9
B ogotá 38.9 40.0 41.8 43.5 43.6 42.9 42.9 43.1 45.2 44.5 44.8 42.1 42.9
B a rran q u illa 36.4 34.5 36.4 37.2 38.1 37.6 36.8 37.1 37.2 36.6 36.6 37.2 42.0
M edellin 39.3 38.8 40.1 41.1 41.2 39.5 41.1 41.6 42.0 42.0 41.1 40.3 41.3
Cali 40.5 41.0 41.2 41.9 44.4 41.4 41.0 42.7 42.6 42.6 46.2 44.6 44.3
B u c aram an g a 40.9 41.3 41.1 40.6 39.6 42.2 41.2 40.9 41.5 41.5
M anizales 39.1 38.2 39.1 39.7 39.9 37.7 38.5 39.3 36.1 38.8
P asto 40.8 41.6 41.0 40.9 39.9 41.2 40.7 42.0 42.4 41.4
Source: ECLAC, on the basis of data supplied by the National Bureau of Statistics (DANE).
T h e  p r o g r a m m e  p r o v id e d  f o r  a  m u c h  f a s te r  r a t e  o f  d e v a lu a t io n  a n d  a  d r a s t i c  c u t  in  t h e  f isc a l 
d e f ic it . I t  a lso  in c lu d e d  t h e  p h a s i n g  o u t  o f  q u a n t i t a t i v e  i m p o r t  c o n t r o l s  a n d  e x p o r t  s u b s id ie s .  F in a l ly ,  
t h e  in c r e a s e s  in  t h e  m i n i m u m  w a g e  a n d  in  t h e  s a la r ie s  o f  p u b l ic  e m p lo y e e s  to  b e  g r a n t e d  u n d e r  th i s  
p r o g r a m m e  w e r e  to  b e  lo w e r  t h a n  th e  r a t e  o f  in f la t io n .
T h e  d e v a lu a t io n  p r o c e s s  w a s  a c c e le r a te d  w i t h i n  t h e  f r a m e w o r k  o f  t h e  s a m e  g r a d u a l  s y s te m  
w h ic h  h a s  b e e n  in  u s e  in  C o lo m b ia  f o r  t h e  p a s t  2 0  y e a r s .  T h e  r a t e  o f  in c r e a s e  in  t h e  e x c h a n g e  r a te  r o s e  
s h a rp ly  d u r i n g  t h e  e a r ly  m o n t h s  o f  t h e  y e a r ,  b u t  g r a d u a l ly  s lo w e d  d o w n  th e r e a f te r .  T h e  r e a l  e f fe c tiv e  
e x c h a n g e  r a t e  t h u s  r o s e  c o n s id e ra b ly  in  c o m p a r i s o n  to  t h e  y e a r  b e f o re  ( s e e  t a b le  11). T h is  h a d  l i t t le  
e f fe c t  o n  t h e  t r a d e  b a la n c e ,  b u t  h a d  a n  e n o r m o u s  in f lu e n c e  o n  t h e  c a p i ta l  a c c o u n t. A l th o u g h  th e  in i t ia l  
a c c e le r a t io n  o f  t h e  d e v a lu a t io n  h e i g h t e n e d  th e  o u t f lo w  o f  c a p i ta l ,  t h e  s u b s e q u e n t  s lo w d o w n  te n d e d  to  
r e v e r s e  t h i s  p r o c e s s .  T h u s ,  f r o m  M a y  o n w a r d  a n  in f lo w  o f  s p e c u la t iv e  c a p i ta l  w a s  o b s e r v e d ,  a s  
in d ic a te d  b y  th e  r a p id  g r o w th  o f  f in a n c ia l  a s s e t s  a n d  th e  d e f e r r a l  o f  i m p o r t  p a y m e n t s .
T h is  c h a n g e  w a s  a lso  c le a r ly  r e f le c te d  in  t h e  b a l a n c e - o f - p a y m e n ts  c a p i ta l  a c c o u n t:  t h e  c o m b in e d  
to t a l  o f  n e t  s h o r t - t e r m  c a p i ta l  m o v e m e n t s  p lu s  e r r o r s  a n d  o m is s io n s ,  w h ic h  a m o u n te d  to  n e a r ly  
-U S $  1 b i l l i o n  in  1 9 8 4 , d r o p p e d  to  s l ig h t ly  o v e r  o n e - h a l f  t h a t  f ig u re  in  198 5 .
T h e  s t a u n c h i n g  o f  t h e  o u t f lo w  o f  c a p i ta l  w a s  p r o b a b ly  t h e  m o s t  in f lu e n t ia l  f a c to r  in  i m p r o v in g  
th e  c o u n t r y 's  b a la n c e - o f - p a y m e n ts  p o s i t i o n  in  1 9 8 5 . T h e  in c r e a s e  in  o f f ic ia l - s e c to r  c a p i t a l  r e v e n u e s  
a n d  t h e  r e d u c t io n  in  t h e  d e f ic i t  o n  c u r r e n t  a c c o u n t  a ls o  m a d e  a  m a jo r  c o n t r ib u t io n .  S in c e  t h e  s u r p lu s  
o n  c a p i ta l  a c c o u n t  w a s  l a r g e r  t h a n  th e  d e f ic i t  o n  c u r r e n t  a c c o u n t ,  t h e  i n t e r n a t io n a l  r e s e r v e s  c l im b e d  b y  
U S $  2 8 0  m i l l io n ,  a f te r  h a v i n g  d r o p p e d  b y  n e a r ly  U S $  2  b i l l io n  in  1 9 8 3  a n d  b y  a lm o s t  U S $  1.3 b i l l io n  
in  1 9 8 4  ( s e e  t a b le  12).
b )  Merchandise trade and the current account
T h e r e  h a s  b e e n  a  c o n s id e r a b le  i m p r o v e m e n t  in  t h e  t r a d e  b a la n c e  s in c e  1 9 8 2 : t h e  t r a d e  d e f ic i t  f o r  
g o o d s  a n d  s e rv ic e s ,  w h ic h  to t a l l e d  U S $  2 .9  b i l l i o n  in  t h a t  y e a r ,  d e c r e a s e d  s te a d i ly  f ro m  t h e n  o n  u n t i l  it  
d i s a p p e a r e d  e n t i r e ly  in  1 9 8 5 . T h is  a c h i e v e m e n t  w a s  t h e  r e s u l t  o f  a  s h a r p  d r o p  in  i m p o r t s  d u r in g  th e  
1 9 8 3 -1 9 8 4  b i e n n iu m  a n d  t h e  g r o w t h  o f  e x p o r t s  in  1 9 8 4 -1 9 8 5 .
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i)  Exports. F o l lo w in g  a  s te a d y  d e c l in e  b e tw e e n  1 9 8 0  a n d  1 9 8 3 , t h e  v o lu m e  o f  e x p o r t s  m a d e  a  
s t r o n g  c o m e b a c k  in  1 9 8 4  a n d  1 9 8 5 , e x p a n d in g  a t  a n  a v e r a g e  a n n u a l  r a t e  o f  a r o u n d  1 6 %  ( s e e  t a b le  13).
A s  in  1 9 8 4 , m o s t  o f  t h e  in c r e a s e  in  e x p o r t s  w a s  a c c o u n te d  f o r  b y  c o ffe e , c o a l , f e r r o n ic k e l ,  g o ld  
a n d  f lo w e rs .  T h e  v a lu e  o f  C o lo m b ia 's  o t h e r  e x p o r t s  r o s e  n e a r ly  7 % ,  w h i le  t h e  a m o u n t  o f  e x t e r n a l  
s a le s  o f  p e t r o l e u m  a n d  p e t r o l e u m  p r o d u c t s  fe ll  b y  t h e  s a m e  p e r c e n t a g e  ( s e e  ta b le  14).
T h e  s u b s t a n t i a l  r i s e  in  t h e  e f fe c tiv e  e x c h a n g e  r a t e  w a s  p a r t l y  r e s p o n s ib l e  f o r  t h e  e x p a n s io n  o f  
e x p o r t s .  T h e  l a r g e s t  in c r e a s e s  w e r e  in  C o lo m b ia 's  e x p o r t s  o f  f e r r o n ic k e l ,  c o a l a n d  g o ld ,  h o w e v e r ,  
w h ic h  a r e  r e la t iv e ly  i n s e n s i t i v e  to  th i s  v a r i a b l e  in  t h e  s h o r t  te r m .  I n  a d d i t io n ,  t h e  e x c h a n g e  p o l ic y 's
T a b le  11
C O L O M B IA : T R E N D S  I N  E X C H A N G E  R A T E S
A n n u a l and 
q u a rte rly  
av erag es
N o m in a l ex ch an g e In d ex es  o f  rea l effective ex ch an g e  rate"
ra tes
(p eso s  p e r  d o lla r) E x p o rts Im p o rts
1975 30.93 118.2 119.5
1976 34.70 112.0 113.1
1977 36.78 102.0 102.0
1978 39.10 103.1 103.4
1979 42.55 99.3 98 .6
1980 47 .2 8 100.0 100.0
1981 54.49 92.1 96.1
1982 64 .08 86.5 90.0
1983 78.85 87.4 90.7
1984 100.82 88.7 95.3
1985 142.30 102.3 108.6
1982
I 60 .24 89.5 93.1
II 62.65 86.8 90.3
III 65 .14 85.0 88.6
IV 68.31 84.5 88.1
1983
I 72.13 87.1 90.0
II 76.35 85.0 87.7
III 80.87 87.0 9 0 .6
IV 86.07 90.4 94 .6
1984
I 91.61 89.5 95.0
II 97.43 87.7 94.1
III 103.80 88.0 95.0
IV 110.44 89.5 96.9
1985
I 118.88 89.1 96.3
II 135.38 96.2 102.6
III 150.28 105.6 111.5
IV 164.65 118.4 124.1
Source: ECLAC, on the basis of data supplied by the International Monetary Fund, International Financial Statistics.
"Corresponds to the average of the indexes of the real exchange rates for the peso with respect to the currencies of Colombia's main trading 
partners, weighted according to the relative significance of exports to those countries or imports from them, as appropriate. For the period 
1975-1979, the relative weights assigned correspond to the average for those years; from 1980 onward, they correspond to the average for the 
period 1980-1983- Wholesale price indexes were the indexes used in the calculations whenever possible. For information on the methodology 





COLOMBIA: BALANCE OF PAYMENT
1979 1980 1981 1982 1983 1984 1985"
B a la n ce  o n  c u r re n t  a c c o u n t 435 -207 -1 9 6 2 -3 056 -3 022 -2 020 -1 364
T ra d e  b a lance 612 -126 -1 726 -2 269 -1 970 -888 -417
E x p o rts  o f  goods an d  serv ices 4  532 5 318 4  289 4  424 3 784 4  482 5 000
G oods FO B 3 441 3 987 3 158 3 113 2  970 3 668 4  036
R eal se rv ices 1 090 1 331 1 131 1 309 815 814 964
T ra n s p o r t  and  in su ran ce 335 432 4 8 0 4 3 6 390 340 369
T rav e l 422 4 7 8 437 484 235 270 297
Im p o r ts  o f  goo d s and  serv ices 3 920 5 4 4 4 6 015 6 693 5 754 5 370 5 416
G oods FO B 2 978 4  283 4  730 5 358 4  464 3 980 4  027
R eal se rv ices 942 1 161 1 284 1 335 1 290 1 390 1 389
T ra n s p o r t  and  in su ran ce 432 648 726 794 639 553 531
T ravel 255 2 3 9 287 259 315 260 240
F ac to r  se rv ices -276 -245 -478 -954 -1 197 -1 311 -1 352
P ro fits -109 -87 -185 -300 -437 -183 -211
In te re s t  rece ived 249 471 631 498 272 110 91
In te re s t  paid -450 -629 -937 -1 147 -1 011 -1 196 -1 203
O th e r 32 -1 14 -4 -21 -42 -29
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts 99 164 242 167 145 179 405
B a la n c e  o n  c a p ita l a c c o u n t 1 078 1 109 1 941 2  180 1 180 741 1 687
U n re q u ite d  official tra n s fe r  p a y m e n ts 3 1 1 2 19 26 59
L o n g -te rm  cap ital 755 816 1 641 1 615 1 528 1 672 2  200
D ire c t in v e s tm e n t (n e t) 103 51 228 337 514 411 729
P o rtfo lio  in v e s tm e n t (n e t) -12 -3 -2 -7 -2 -3 -5
O th e r  lo n g - te rm  cap ita l 663 768 1 4 1 6 1 285 1 016 1 264 1 476
Official s e c to rc 406 472 650 329 102
L o an s received 614 639 761 505 290
A m o r tiz a tio n  p a y m e n ts -190 -128 -143 -172 -188
C o m m erc ia l b a n k s ' - - - - -
L oan s received - - - - -
A m o r tiz a tio n  p a y m e n ts - - - - -
O th e r  se c to rs ' 257 295 766 956 914
L o ans received 514 430 1 176 1 208 1 360
A m o r tiz a tio n  p a y m e n ts -257 -135 -410 -252 -446
S h o rt- te rm  cap ita l (n e t) 221 129 275 349 -391 -835 -210
Official sec to r -22 -59 29 36 90 -186
C o m m erc ia l ban k s 413 200 86 116 58 -414 -445
O th e r  se c to rs -171 -13 159 197 -539 -235
E rro rs  and o m iss io n s  (n e t) 98 164 24 215 25 -122 -362
G lo b a l b a la n c e 1 513 902 -21 -875 -1 842 -1 279 323
T o ta l v a r ia tio n  in  rese rv es
(- sign  in d ica tes  an  increase ) -1 554 -1 298 -149 711 1 782 1 261 -284
M o n e ta ry  gold -78 -311 -239 -169 -177
S pecial D ra w in g  R ig h ts -45 -14 -31 -40 -19
IM F  re se rv e  p o s itio n -6 -49 -30 -16 -81
F o re ig n  e x ch an g e  a sse ts -1 425 -925 151 936 2  060
O th e r  asse ts - - - - -
U se  m ad e  o f  IM F  c red it - - - - -
Source: 1979-1984: International Monetary Fund, Balance o f  Payments Yearbook, March 1986; 1985: ECLAC, on the basis of official data. 
"Preliminary figures. 'includes other non-factor services. 'Includes net loans granted and other assets and liabilities. 
'Equivalent to the total variation in reserves (of opposite sign) plus counterpart items.
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e f fe c ts  o n  c r o p - f a r m i n g  e x p o r t s  w e r e  p a r t l y  c a n c e lle d  o u t  b y  s u p p ly  fa c to rs .  E v e n  th o u g h  th e  
p r o d u c t i o n  o f  t r a d a b le  g o o d s  g r e w  m o r e  t h a n  fo o d  o u t p u t  d id , t h e  o v e r a l l  e x p a n s io n  w a s  n o t  e n o u g h  
to  g e n e r a t e  e x p o r t a b l e  s u r p lu s e s .  M o r e o v e r ,  t h e  in c e n t iv e  w h ic h  t h e  h i g h e r  e x c h a n g e  r a t e  p r o v id e d  
f o r  i n d u s t r i a l  e x p o r t s  w a s  p a r t l y  o f fs e t  b y  t h e  r e d u c t io n  in  t h e  g r o w t h  r a t e  o f  w o r ld w id e  t r a d e  a n d ,  
e s p e c ia l ly ,  b y  t h e  s l a c k e n in g  o f  U n i t e d  S ta te s  i m p o r t s  in  198 5 .
T a b le  13
C O L O M B IA : M A IN  F O R E IG N  T R A D E  I N D IC A T O R S  (G O O D S )
1980 1981 1982 1983 1984 1985°
G ro w th  ra tes
E x p o rts
V alue 15.9 -20.8 -1.4 -4.6 23.5 10.0
V o lu m e -2.8 -8.5 -5.4 -2.8 16.3 15.8
U n it  va lu e  
Im p o rts
19.2 -13.4 4.3 -1.9 6.2 -5.0
V alu e 43 .8 10.4 13.3 -16.7 -10.8 1.2
V o lu m e 17.3 6.7 11.2 -7.5 -5.1 -0.4
U n it  va lue 22 .6 3.4 1.9 -9.9 -6.1 1.6
T e rm s o f  tra d e -2.3 -16.6 2.2 8.1 11.8 -6.4
In d e x e s ( 1 9 8 0 = 100)
P u rc h a s in g  p o w e r  o f  e x p o rts 100.0 76.3 73.7 77.5 100.8 109.2
V o lu m e  o f  e x p o rts 100.0 91.5 86.5 84.1 97.8 113.2
T e rm s o f  tra d e 100.0 83.4 85.3 92.2 103.1 96.4
Source: LCLAC, on the basis of official figures.
"Preliminary figures.
T a b le  14
C O L O M B IA : E X P O R T S  O F  G O O D S , F O B
M illio n s  o f  d o lla rs
P e rc e n ta g e
b reak d o w n
G ro 'w th  ra te s
1980 1981 1982 1983 1984 1985 1980 1985 1981 1982 1983 1984 1985
T o ta l 4  296 3 397 3 282 3 147 3 658 4  036 100.0 100.0 -20 .9 -3.4 -4.1 16.2 10.3
C offee 2  208 1 507 1 515 1 4 4 3 1 737 1 8 4 4 51.4  45 .7 -31.7 0.5 -4 .8 2 0 .4 6.2
R e m a in d e r 2  088 1 890 1 767 1 704 192 1 2  192 4 8 .6  54.3 -9.5 -6.5 -3 .6 12.7 14.1
P e tro le u m  a  nd 
p e tro le u m
p ro d u c ts 100 34 213 434 449 417 2.3 10.3 -66.0  526.4 103.8 3.5 -7.1
C oal 10 9 14 17 34 129 0.2 3.2 -10.0 55.6 21.4 100.0 279 .0
F erro n ick e l - - - 46 66 75 - 1.9 - - - 43.5 13.6
G o ld 310 239 169 177 244 365 7.2 9.0 -22.9 29.3 4.7 37.9 49.5
O th e r 1 668 1 608 1 371 1 0 3 0 1 128 1 206 38.9  29 .9 -3.6 - 14.7 -24.9 9.5 6.9




COLOMBIA: IMPORTS OF GOODS
M illio n s o f  d o lla rs
P e rc e n ta g e
b reak d o w n
G ro w th  ra te s
1980 1981 1982 1983 1984 1985 1980 1985 1981 1982 1983 1984 1985
T ota l 4 283 4 730 5 358 4 4 6 4 3 980 4 027 100.0 100.0 10.4 13.3 -16.7 -10.8 1.2
C onsum er goods 570 605 675 487 390 380 13.3 9.4 6.1 11.6 -27.9 -19.9 -2.6
In term edia te  goods 2  257 2 4 6 0 2  711 2  286 2  161 2  247 52.7 55.8 9.0 10.2 -15.7 -5.5 4.0
Petroleum 561 723 657 639 445 436 13.1 10.8 28.9 -9.1 -2.7 -30.4 -2.0
O ther 1696 1 737 2  054 1647 1716 1811 39.6 45.0 2.4 18.2 -19.8 4.2 5.5
C apital goods 1456 1665 1972 1691 1429 1400 34.0 34.8 14.4 18.4 -14.2 -15.5 -2.0
Source: National Bureau of Statistics (DANE).
C O L O M B IA :
T ab le  16
I N D I C A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S
1979 1980 1931 1982 1983 1984 1985"
M il l io n s  o f  d o lla rs
T o ta l e x te rn a l d e b t
B alan ces 5 222 6 300 7 885 9 410 10 405 11 551 12 856
P u b lic 3 456 4  179 5 168 6 078 6 958 8 090 9 351
P riv a te 1 766 2  121 2  717 3 332 3 447 3 461 3 505
S erv ic ing 9 1 6 960 1 314 1 576 1 586 1 644 1 856
P rin c ip a l 460 333 378 430 636 446 653
In te re s t1’ 456 627 936 1 146 950 1 196 1 203
P u b l ic  e x te rn a l d e b t
S erv ic in g 649 542 668 936 980 1 182 1 4 2 6
P rin c ip a l 418 258 266 336 415 562 594
In te re s t 231 284
P e rc e n ta g e s
402 600 565 620 832
R a tio s
T o ta l e x te rn a l d e b t /e x p o r ts
o f  goo d s an d  se rv ices 115.4 118.5 183.7 212.1 258.1 250 .4 254.2
S e rv ic in g /e x p o rts  o f  goods
an d  se rv ices 20.2 18.1 30.6 35.5 39.3 36.5 36.6
N e t  in te re s t  p a y m e n ts c/
e x p o r ts  o f  g o o d s an d  se rv ices 4 .6 2 .9 7.1 14.6 19.0 26 .6 23.8
Source: ECLAC, on the basis of data supplied by the Banco de la República, and table 12.
a Preliminary figures. Corresponds to the entry for interest payments in the current account of the balance of payments. Interest
paid, minus interest received.
i i )  Imports. U p  u n t i l  1 9 8 4 , t h e  a d ju s tm e n t  o f  t h e  e x t e r n a l  s e c to r  w a s  m a in ly  b a s e d  o n  th e  
r e d u c t io n  o f  i m p o r t s  o f  g o o d s ,  w h o s e  v a lu e  i n c r e a s e d  o n ly  1%  in  1985  a f te r  h a v in g  f a l le n  1 7 %  in  
19 8 3  a n d  11 %  in  1 9 8 4 . A s  w a s  a ls o  t h e  c a s e  in  1 9 8 4 , t h e  o n ly  i m p o r t s  w h ic h  e x p a n d e d  w e r e  th o s e  o f  
i n t e r m e d ia t e  g o o d s  o t h e r  t h a n  p e t r o l e u m  ( s e e  t a b le  15).
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T h e  c o u n t r y 's  t r a d e  p o l ic y  h a s  p la y e d  a  m a jo r  r o le  in  o r i e n t in g  i ts  e c o n o m ic  p o lic y  d u r in g  th e  
p a s t  t h r e e  y e a r s .  I n  1983  a n d  1 9 8 4 , i t  w a s  b a s e d  o n  a  s e le c t iv e  s c h e m e  to  s t r e n g t h e n  p r o t e c t i o n i s t  
m e a s u r e s .  T a r i f f s  w e r e  a d ju s te d  a n d  q u a n t i t a t i v e  r e s t r i c t i o n s  w e r e  t i g h t e n e d  w i th  a  v ie w  to  r e d u c in g  
i m p o r t s  o f  t h o s e  c a p i ta l  g o o d s  a n d  r a w  m a t e r i a l s  w h ic h  l e n t  t h e m s e lv e s  m o s t  r e a d i ly  to  s u b s t i tu t io n .  
T h is  a p p r o a c h  w a s  c h o s e n  in  a n  a t t e m p t  to  c u t  i m p o r t s  w h i le  in c r e a s in g  in d u s t r i a l  a c t iv i ty  o r  a t  le a s t  
m a i n t a i n i n g  i t  a t  i t s  p r e v i o u s  le v e l.
T h e  m a i n  t h r u s t  o f  t h e  c o u n t r y 's  t r a d e  p o l ic y  b e g a n  to  c h a n g e  a s  t h e  lo s s  o f  i n t e r n a t io n a l  
r e s e r v e s  b e c a m e  m o r e  s e v e re . T h e  p r i n c i p le  o f  s e le c t iv ity  w a s  g r a d u a l ly  a b a n d o n e d ,  a n d  in  1985  th e  
a u t h o r i t i e s  e s t a b l i s h e d  a n  8 %  a c r o s s - th e - b o a r d  t a x  o n  a ll i m p o r t s  a n d  e x t e n d e d  q u a n t i t a t i v e  c o n t r o l s  
to  in c lu d e  a ll g o o d s .  T h e  e f fo r t  to  r e d u c e  i m p o r t s  w a s  t h e r e f o r e  e x t e n d e d  to  in c lu d e  r a w  m a t e r i a l s  a n d  
n o n - d o m e s t i c  c a p i t a l  g o o d s ,  a n d  th i s  a f fe c te d  t h e  s u p p ly  f o r  p r o d u c t io n .  C o n s e q u e n t ly ,  t h e  la c k  o f  
g r o w t h  in  t h e  v o lu m e  o f  i m p o r t s  in  198 5  a ls o  h e lp e d  to  s lo w  t h e  g r o w th  r a t e  o f  i n d u s t r i a l  p r o d u c t io n .
A s  in  1 9 8 4 , t h e  r e d u c t io n  in  t h e  t r a d e  d e f ic i t  f o r  g o o d s  a n d  s e rv ic e s  w a s  p a r t l y  o f fs e t  b y  th e  
in c r e a s e  in  i n t e r e s t  p a y m e n t s .  E v e n  so , t h e  d e f ic i t  o n  c u r r e n t  a c c o u n t  d r o p p e d  f ro m  US$ 2 .0  b i l l io n  to  
U S $  1.3 b i l l i o n  b e tw e e n  1 9 8 4  a n d  1985  ( s e e  ta b le  12).
c )  The external debt
I n  1 9 8 5 , th e  to ta l  e x t e r n a l  d e b t  r o s e  b y  a b o u t  1 1 %  f o r  t h e  t h i r d  y e a r  r u n n in g .  I ts  y e a r - e n d  
b a la n c e  t h u s  n e a r e d  U S $  13 b i l l io n ,  w h ic h  w a s  o v e r  d o u b le  i ts  le v e l  o f  j u s t  f iv e  y e a r s  b e fo re .  T h e  
in c r e a s e  in  t h e  e x t e r n a l  d e b t  w a s  a lm o s t  e n t i r e ly  d u e  to  t h e  s h a r p  r i s e  in  p u b l ic  b o r r o w i n g ,  a s  w a s  a ls o  
t r u e  in  1 9 8 4  ( s e e  ta b le  16). T h e  d e b t  in c r e a s e d  m o r e  t h a n  i n t e r e s t  p a y m e n t s  d id ,  a s  w e l l  a s  g r o w in g  
m o r e  r a p id ly  t h a n  in  m o s t  o f  t h e  o t h e r  L a t in  A m e r i c a n  c o u n t r i e s .  I n a s m u c h  a s  t h e  g r o w th  r a t e s  f o r  
t h e  e x t e r n a l  d e b t  a n d  f o r  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  w e r e  s im i la r ,  b o th  t h e  d e b t / e x p o r t s  r a t i o  a n d  
t h e  p e r c e n t a g e  o f  e x p o r t  e a r n i n g s  w h ic h  w e n t  to  d e b t  s e rv ic in g  r e m a in e d  v i r tu a l ly  c o n s ta n t .  B o th  o f  
th e s e  c o e f f ic ie n ts  w e r e  m u c h  h i g h e r  in  1985 t h a n  th e y  h a d  b e e n  in  t h e  1 9 7 9 -1 9 8 0  b i e n n i u m ,  h o w e v e r  
( s e e  ta b le  16).
4 . P r i c e s  a n d  w a g e s
a )  Prices
T h e  r a t e  o f  i n c r e a s e  in  t h e  c o n s u m e r  p r i c e  in d e x  c l im b e d  f ro m  1 8 .3 %  in  1984  to  2 2 .7 %  in  1 9 8 5 , 
w h i le  in  t h e  c a s e  o f  t h e  w h o le s a le  p r i c e  i n d e x  i t  r o s e  f ro m  2 1 .2 %  to  2 3 %  ( s e e  ta b le  17).
T h e  u p s u r g e  in  i n f la t io n  w a s  l in k e d  to  t h e  e x c h a n g e  p o lic y . A s  a lr e a d y  m e n t i o n e d ,  t h e  
a u t h o r i t i e s  s p e e d e d  u p  t h e  r a t e  o f  d e v a lu a t io n  to  su c h  a n  e x t e n t  d u r in g  t h e  f i r s t  s ix  m o n t h s  o f  t h e  y e a r  
t h a t  b y  M a y  a n d  J u n e  i t  h a d  r e a c h e d  a n  a n n u a l  r a t e  o f  6 0 % .  P r i c e s  r e f le c te d  th i s  a lm o s t  im m e d ia te ly ,  
w i th  t h e  r e s u l t  t h a t  t h e  a n n u a l  r a te  o f  in f la t io n  r o s e  p r o g r e s s iv e ly ,  p e a k i n g  a t  2 8 %  in  J u n e .  T h e  
g o v e r n m e n t  t r i e d  to  c o n t r o l  i n f la t io n  b y  r a i s in g  fo o d  i m p o r t s ,  f r e e z in g  a d m in i s t e r e d  p r ic e s  a n d  
e x t e n d i n g  p r i c e  c o n t r o l s .  T h is  p o l ic y  h a d  t h e  d e s i r e d  e ffe c t: t h e  i n f la t io n  r a t e  d e c l in e d  s te a d i ly  d u r in g  
th e  s e c o n d  h a l f  o f  t h e  y e a r ,  r e a c h in g  a n  a n n u a l  r a t e  o f  2 2 .5 %  in  D e c e m b e r  ( s e e  f ig u re  2 ) .
T o w a r d s  t h e  e n d  o f  t h e  y e a r ,  h o w e v e r ,  t h e  r i s e  in  c o ffe e  p r ic e s  in t e r f e r e d  w i th  t h e  c o u n t r y 's  
s t a b i l i z a t i o n  p o lic y . T h e  a u th o r i t i e s  w e r e  u n a b le  to  c o p e  in  t h e  f in a l  tw o  m o n t h s  o f  t h e  y e a r  w i th  t h e  
e x p a n s io n  in  t h e  m o n e y  s u p p ly  c a u s e d  b y  th e  in c r e a s e  in  i n t e r n a t io n a l  r e s e r v e s  a n d  t h e  f isc a l d e f ic it . 
A s  a  r e s u l t ,  a f te r  h a v in g  in c r e a s e d  a t  a  r a t e  o f  le s s  t h a n  2 4 %  d u r in g  th e  p r e c e d in g  f o u r  y e a r s ,  t h e  
g r o w th  r a t e  o f  t h e  m e a n s  o f  p a y m e n t  r o s e  s te a d i ly ,  r e a c h in g  2 8 %  b y  D e c e m b e r .
T h u s ,  a t  y e a r 's  e n d  th e  e c o n o m y  w a s  m a r k e d  b y  a n  e x c e s s iv e  g r o w th  in  d e m a n d ,  a n  in s u f f ic ie n t  
fo o d  s u p p ly  a n d  a  h ig h  r e a l  e x c h a n g e  r a te .  T h e  c o m b in a t io n  o f  th e s e  f a c to r s  g a v e  r i s e  to  s e v e re  
i n f la t io n a r y  p r e s s u r e s  w h ic h  t h e  g o v e r n m e n t  h e ld  in  c h e c k  o n ly  a t  t h e  c o s t  o f  m a jo r  im b a la n c e s :  t h e  
d e c is io n  to  h o ld  d o w n  t h e  r a t e s  c h a r g e d  f o r  p u b l ic  s e rv ic e s  a n d  g a s o l in e  p r ic e s  c a u s e d  p u b l ic  s e rv ic e  
e n t e r p r i s e s  a n d  t h e  S ta te  o i l  c o m p a n y  to  r u n  l a r g e  d e f ic i ts .
b )  Wages
W a g e s  d e t e r i o r a t e d  d u r in g  t h e  y e a r .  R e a l  w a g e s  d r o p p e d  3 %  fo r  in d u s t r i a l  w o r k e r s ,  5 %  fo r  
e m p lo y e e s  in  c o m m e r c e  a n d  4 %  f o r  a g r ic u l tu r a l  d a y  l a b o u r e r s .  I n g e n e r a l ,  r e a l  w a g e s  fe ll  b e tw e e n  3 %  





COLOMBIA: DOMESTIC PRICE TRENDS
1979 1980 1981 1982 
V a r ia t io n  fro m  D e c e m b e r  to  D e c e m b e r
1983 1984 1985
C o n su m e r  p ric e  index"
T o ta l for m an u a l w o rk e rs 29.8 26.5 26.7 23.9 16.7 18.3 22.7
F o o d 32.1 25 .4 28.2 24 .9 17.2 19.6 27 .9
T o ta l fo r n o n -m a n u a l w o rk e rs 26.5 24.5 25 .6 24.5 16.5 18.3 21.8
F o o d 32.1 26.7 28 .8 25.1 17.4 18.6 28.2
W h o le sa le  p rice  ind ex 27.4 25.4 23.5 24.6 18.0 21.2 23 .0
Im p o rte d  p ro d u c ts 20 .6 23 .6 22.4 18.5 23.4 35.6 33.1
D o m e s tic  p ro d u c ts 28.7 26.5 25.3 27.0 18.4 19.3 22 .6
A g r ic u ltu ra l p ro d u c ts 28.3 21.3 29.3 32.3 18.5 17.8 24.4
M a n u fac tu res 33.3 30.0 20.9 20.2 16.1 22.0 20.0
H o u s in g  c o n s tru c tio n  cost 
in d ex
N a tio n w id e 30.0 26.9 22.0 21.7 24 .6 21.5 28.1
B o g o tá 29.7 27.4 20.2 22.0 17.1 21.1 22.4
V a r ia t io n  b e tw e e n  an n u a l a v e rag e
C o n su m e r  p rice  index"
T ota l for m an u a l w o rk e rs 24.7 27.2 28.1 24 .6 19.8 15.9 24 .6
F o o d 22.7 28.7 28.5 25.4 20 .6 15.7 31.3
T o ta l for n o n -m a n u a l w o rk e rs 23.8 24.9 26.0 24.5 19.5 16.0 22.5
Source: ECLAC, on the basis of data supplied by the national Bureau of Statistics (DANE) and the Banco de la República.
"National average.
T h e  t r e n d  in  re a l w a g e s  w a s  a n e f f e c t  o f  th e  a d ju s tm e n t  p o lic y . O n e  o f  its  m a in  p r o v i s io n s  w a s  to  
l im i t  p a y  h ik e s  fo r  p u b l ic  e m p lo y e e s  to  1 0 %  a n d  th e  in c r e a s e  in  th e  m in im u m  w a g e  to  1 8 %  (se e  
ta b le  2 0 ) .  In  a d d i t io n ,  th e  p o lic y  e n c o u r a g e d  a  r is e  in  th e  e x c h a n g e  r a te  w h ic h  p u s h e d  th e  r a te  o f  p r ic e  
in c r e a s e s  u p  a b o v e  its  t r a d i t i o n a l  le v e l.
T h e  e f fe c t iv e n e s s  o f  th e  g o v e r n m e n t 's  p o lic y  o n  d e v a lu a t io n  w a s  c le a r ly  l in k e d  to  i ts  w a g e  
p o lic y . T h e  in c r e a s e d  c o s t  o f  im p o r t s  w a s  c o m p e n s a te d  fo r b y  th e  r e d u c t io n  in  la b o u r  c o s ts . R e a l  
w a g e s  w e r e  t h e r e f o r e  o n e  o f  th e  b a s ic  v a r ia b le s  u se d  to  e n s u re  t h a t  th e  r ise  in  th e  n o m in a l  e x c h a n g e  
r a te  w o u ld  n o t  b e  o f fs e t  b y  p a r a l le l  in c r e a s e s  in  in f la t io n .
T h e  v a l id i ty  o f  th e  r e la t io n  b e tw e e n  th e  re a l e x c h a n g e  r a te  a n d  rea l w a g e s  is  b e y o n d  q u e s t io n .  
T h e r e  is  a  g r e a t  d e a l o f  e v id e n c e  th a t  th e  g r e a t e r  th e  d e c re a s e  in  r e a l  w a g e s ,  th e  g r e a t e r  th e  e ffe c t o f  
r a i s in g  th e  n o m in a l  e x c h a n g e  r a te  a b o v e  its  re a l le v e l. T h e  p r o c e d u r e  u se d  to  a c h ie v e  th is  r e s u l t ,  
h o w e v e r ,  w a s  n o t  th e  m o s t  a p p r o p r i a t e  o n e . T h e  d r o p  in  re a l w a g e s  w a s  n o t  th e  r e s u l t  o f  a 
c o - o r d in a te d  p o lic y , b u t  r a t h e r  o f  th e  m o n e y  i l lu s io n  w h ic h  in f la t io n  u su a lly  p r o d u c e s .  A n y th in g  
a c h ie v e d  u n d e r  th e s e  c o n d i t io n s  c a n n o t  b e  v e ry  lo n g - la s t in g ,  an d  it  is  r e a s o n a b le  to  e x p e c t  th a t ,  a f te r  a 
t im e ,  a  s t r o n g  r e a c t io n  w ill  b e  f o r th c o m in g  f ro m  w o r k e r s  a s  th e y  a t t e m p t  to  m a k e  u p  fo r  p a s t  lo s se s . 
S o m e th in g  a lo n g  th e s e  l in e s  o c c u r re d  in  D e c e m b e r ,  w h e n  th e  g o v e r n m e n t  a p p r o v e d  in c r e a s e s  in  th e  
m in im u m  w a g e  a n d  in  p u b l ic - s e c to r  w a g e s  w h ic h  w e re  s l ig h t ly  h ig h e r  th a n  th e  y e a r - e n d  in f la t io n
ra te .
M o r e o v e r ,  th e  d i s t r i b u t i o n  o f  w a g e  v a r ia t io n s  p o in t s  u p  th e  r e g re s s iv e  e ffe c ts  o f  th e  a d ju s tm e n t  
w h ic h  h a s  b e e n  m a d e . In  m o s t  c o m p a n ie s ,  th e  p r o d u c t iv i ty  o f  la b o u r  in c r e a s e d  s h a rp ly  a t  th e  sa m e  
t im e  t h a t  re a l w a g e s  d e c l in e d .  T h e  in c r e a s e  in  c o r p o r a te  p r o f i t s  th e r e f o r e  d id  n o t  s te m  f ro m  fa s te r  
g r o w th ,  b u t  r a t h e r  f ro m  a  d e t e r i o r a t i o n  in  w a g e s  in  r e la t io n  to  p ro d u c t iv ity .  F u r t h e r m o r e ,  w a g e s  in
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crop farming and commerce fell more than they did in industry, which means that the decrease in real 
wages was greater for lower-income groups.
5. Monetary and fiscal policy
a) Monetary policy
The means of payment expanded 27.5%. This was the result of a 26% increase in the monetary 
base and a slight rise in the bank multiplier (see tables 21 and 22).
Although the international reserves had exerted a contractive influence during the past few 
years, in 1985 they became one of the main forces behind the expansion of the money supply. In 
contrast, the amount which credit granted to the Treasury added to the monetary base fell from 150 
billion pesos in 1984 to 2 5 billion in 1985. Rediscounting continued to be used extensively as a means
Figure 2
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Source: ECLAC, on the basis o f official data.
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COLOMBIA
C O L O M B IA : W A G E S  A N D  S A L A R IE S  IN  
I N D U S T R Y  A N D  C O M M E R C E
Table 18
(Growth rates)
1978 1979 1980 1981 1982 1983 1984 1985"
N o m in a l  w a g e s
In d u s try
N o n -m a n u a l w o rk e rs 24.5 25 .9 26 .6 29.0 27 .8 25.2 22.3 20 .6
M an u al w o rk e rs 30.4 32.8 28.1 29.7 28 .8 26.2 2 4 .6 20 .9
C o m m erce 26.5 28.3 32.1 26.3 30.9* 19.4 18.8 17.5
R eal w a g e s
In d u s try
N o n -m a n u a l w o rk e rs 4.1 1.6 1.4 2.5 2.6 4.4 5.5 -1.7
M an u al w o rk ers '7 11.5 6.5 0.8 1.4 3.7 5.0 7.5 -3.2
C o m m erceA 6.8 3.8 2.6 -0.6 4 .8 -0.2 2.5 -5.0
Source: ECLAC, on the basis of data supplied by the National Bureau of Statistics (DANE).
"Preliminary figures. Deflated by the consumer price index for non-manual workers. c Deflated by the consumer price index for
manual workers.
T a b le  19
C O L O M B IA : A V E R A G E  D A I L Y  W A G E S  I N  A G R IC U L T U R E  A N D  S T O C K -R A IS IN G
P e so s R eal g ro w th  ra te s  a
1980 1981 1982 1983 1984 1985 1980 1981 1982 1983 1984 1985
A g r ic u ltu ire
C old  (u p la n d )  areas
W ith  food 125 158.3 188 234  269 314 0.8 -3.1 -0.8 3.9 0.8 -4.9
W ith o u t food 182 227 .0 2 6 8 328 385 453 -0 .6  -5.0 -2.1 2.2 1.3 -4.1
H o t  ( lo w lan d ) areas
W ith  food 137 172 202 2 4 9  281 337 -1.5 -4.6 -1.2 2 .9 -2.6 -2.2
W ith o u t food 195 241 284 346 401 479 1.4 -5.9 -1.8 1.7 - -2.6
S to c k - ra is in g
C old  (u p lan d ) areas
W ith  food 126 161 191 235 273 321 0.7 -2.7 -1.0 2.7 0.2 -4.2
W ith o u t food 182 229 272 329 389 4 5 6 -0.4 -3.8 -2.1 1.0 2.0 -4.5
H o t  ( lo w lan d ) areas
W ith  food 147 184 216 264 304 364 3.8 -4.4 2.3 0.9 -0.6 -2.4
W ith o u t food 207 256 301 364 428 513 2.2 -5 .6 -2.5 0.9 1.5 -2.3
Source: ECLAC, on the basis of data supplied by the National Bureau of Statistics (DANE). 
"Deflated by the consumer price index for manual workers.
o f  s o lv in g  th e  p r i v a t e  s e c to r 's  p r o b le m s .  T h e  g o v e r n m e n t  g r a n t e d  a  l a r g e  a m o u n t  o f  s u b s id iz e d  c r e d i t  
to  t e x t i l e ,  m e ta l lu r g ic a l  a n d  c o a l  c o m p a n ie s ,  a n d  g e n e r o u s  lo a n s  w e r e  a ls o  p r o v id e d  a s  a  w a y  o f  
s u p p ly in g  c a p i ta l  to  f in a n c ia l  in s t i t u t i o n s .  I s s u e s  o f  t h i s  ty p e  a m o u n te d  to  15 b i l l io n  p e s o s .
M o n e ta r y  p o l ic y  w e n t  t h r o u g h  a  p e r io d  o f  t r a n s i t i o n  in  1 9 8 5 . I n  e a r l i e r  y e a r s ,  t h e  in c r e a s e  in  t h e  
a m o u n t  o f  c r e d i t  f u r n i s h e d  to  t h e  g o v e r n m e n t  in  o r d e r  to  f in a n c e  th e  b u d g e t  a n d  to  t h e  p r i v a t e  s e c to r  
in  o r d e r  to  m a k e  u p  f o r  t h e  lo s s e s  r e c o r d e d  b y  l a r g e  c o m p a n ie s  w a s  o f fs e t  b y  t h e  s h r in k a g e  o f  t h e
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m o n e y  s u p p ly  c a u s e d  b y  t h e  d e c r e a s e  in  C o lo m b ia 's  i n t e r n a t io n a l  r e s e r v e s .  T h e  in c r e a s e  in  e x t e r n a l  
c r e d i t  a n d  th e  r i s e  in  c o ffe e  p r ic e s  w h ic h  to o k  p la c e  la te  in  1985  a l te r e d  t h i s  s i tu a t io n ,  h o w e v e r .  T h u s ,  
d u r in g  t h e  f in a l  p a r t  o f  t h e  y e a r  t h e  p u b l ic ,  p r i v a t e  a n d  e x t e r n a l  s e c to r s  a ll c o n t r ib u te d  h e a v i ly  to  th e  
e x p a n s i o n  o f  t h e  m o n e y  su p p ly .
T h e  a u t h o r i t i e s  t r ie d  to  n e u t r a l i z e  th e  s i t u a t io n  b y  p la c in g  s e c u r i t ie s  o n  th e  m a r k e t ,  t h a n k s  to  
w h ic h  i t  w a s  p o s s ib le  to  w i t h d r a w  a p p r o x im a te ly  6 0  b i l l io n  p e s o s  f ro m  it. D e s p i t e  t h i s  e n o r m o u s  
e f fo r t ,  h o w e v e r ,  t h e  e x p a n s i o n  in  t h e  m e a n s  o f  p a y m e n t  e x c e e d e d  th e  g o v e r n m e n t 's  g o a l  a s  w e l l  a s  
t h e  le v e ls  r e c o r d e d  d u r in g  th e  f o u r  p r e c e d in g  y e a r s .
T h e  a g g r e s s iv e  s ta n c e  t a k e n  b y  t h e  a u th o r i t i e s  in  c a r r y in g  o u t  t r a n s a c t i o n s  o n  th e  o p e n  m a r k e t  
a n d  t h e  d e v a lu a t io n  o f  t h e  p e s o  a f fe c te d  i n t e r e s t  r a t e s ,  w h ic h  c o n t in u e d  to  b e  e x c e s s iv e ly  h ig h .  T h e  
re a l  i n t e r e s t  r a t e  o n  t im e  d e p o s i t s  f lu c tu a te d  a r o u n d  11 %  w h i le  t h e  i n t e r e s t  r a t e  o n  lo a n s  w a s  a b o u t  
1 5 %  ( s e e  ta b le  2 3 ) .
T r a n s f e r a b l e  s a v in g s  w e n t  u p  s h a rp ly . T h e  b a la n c e ,  w h ic h  h a d  r i s e n  b y  a b o u t  2 5 %  d u r in g  
r e c e n t  y e a r s ,  j u m p e d  4 0 %  in  1 985 . T h is  m e a n s  t h a t  t h e r e  w a s  to  s o m e  e x t e n t  a  r e t u r n  o f  c a p i ta l  in to
T ab le  2 0
COLOMBIA: MINIMUM LEGAL DAILY WAGES
(Averages)
P eso s R ea l g ro w th  ra te s 'a
1980 1981 1982 1983 1984 1985 1980 1981 1982 1983 1984 1985
R u ra l w ag es 140 
U rb a n  se c to rc
177 234 292 371 452  5.4 0.4 5.5 4.2 9.6 -0.7
H i g h ' 150 190 247 308 377 4 5 2  3.0 0.6 3.7 4.1 5.6 -2.2
L o w ' 140 177 234 292 371 451 5.4 0.4 5.5 4.2 9.6 -0.9
Source: EC LAC, on the basis of data supplied by the Banco de la República and the National Bureau of Statistics (DANE).
"Deflated by the consumer price index for manual workers. Crop-farming, stock-raising, forestry, hunting and fishing.
’All other economic activities. In the departmental capital cities and adjacent municipalities. ’In all other municipalities.
T ab le  21
COLOMBIA: TRENDS IN THE MAIN MONETARY AGGREGATES
Y ear -end balance
(b illio n s o t pesos)
G ro w th  ra tes
1981 1982 1983 1984 1985° 1981 1982 1983 1984 1985°
M e an s o f  p a y m e n t (M ,) 259 .7 325.7 408 .9 503.8 642.2 21.2 25.4 25.5 23.2 27.5
C urrency  
C u rre n t account
100.6 129.1 165.9 209.1 262 .8 20.8 28.4 28.5 26.0 25.4
d e p o s its 159.1 196.6 243.0 294 .7 379.4 21.5 23.5 23 .6 21.3 28.7
Q u as i-m o n ey  (M 2) 335.6 417 .8 561.8 700.6 972.4 56.7 24.5 34.5 30.0 38.8
D e p o s its  in  h o u s in g  
c o rp o ra tio n s 122.2 172.2 244.5 303.6 436.5 46 .8 40 .9 42.0 35.2 43 .8
S av in g s d ep o s its  
T im e -d e p o s it
72.7 84.3 106.0 127.8 172.0 24 .6 16.0 25.7 21.4 34.6
certifica tes 140.7 161.3 211.3 269.2 363.9 93 .8 14.6 31.0 28.2 35.2
E x p an d ed  m oney  supply  
(M , +  M 2) 595.3 743.5 970.7 1 204.4 1 614.1 39.0 24 .8 31.5 27.1 34.0





COLOMBIA: ORIGIN OF THE MONETARY BASE
Year-end balance
(billions of pesos) Growth rates
1981 1982 1983 1984 1985" 1981 1982 1983 1984 1985"
M o n e ta ry  b ase 207.1 243.7 276.7 327.5 412.2 21.8 17.7 13.5 18.4 25.9
Assets of the Banco 
de la República 288.6 357.8 373.7 501.5 688.8 17.2 24.0 4.4 34.2 37.3
Net international
reserves 309.7 318.0 234.0 161.6 320.4 19.1 2.7 -26.4 30.9 98.3
Domestic credit -0.8 61.6 140.2 327.5 373.8 127.6 133.6 14.1
Treasury -16.5 29.8 76.9 220.4 245.3 158.1 186.6 11.3
Rest of the public sector -18.9 -9.9 -14.7 -10.5 -16.8
Commercial banks 13.2 21.2 43.2 50.0 64.4 21.1 60.6 103.8 15.7 28.8
Finance funds 
Other financial
-6.6 -12.9 -10.7 10.6 -7.1
intermediaries 18. U 21.6 31.3 44.3 49.2 14.6 19.3 44.9 41.5 11.1
Private sector 9-5 11.7 14.1 13.2 38.8 53.2 23.2 20.5 -6.4 93.9
Exchange difference -18.7 -22.5 -0.4 16.3 7.4
Other net assets -1.2 0.7 -0.1 -4.0 -12.7
Non-monetary liabilities of 
the Banco de la República 83.6 117.5 102.8 181.0 284.8 7.3 40.5 -12.5 76.1 57.3
Commercial banks 
Other fianancial
0.7 0.4 0.5 21.6 31.1 -12.5 -42.9 25.0 4220.0 44.8
intermediaries 0.3 1.0 0.8 3.1 2.3 -25.0 233.0 -20.0 287.5 25.8
Public Investment Fund - - - 18.7 18.7 - - - - -
Exchange Stabilization 
Fund 5.4
Private sector 20.3 21.1 38.4 53.4 70.2 6.3 3.9 82.0 39.1 31.5
Money market operations 45.2 73.6 37.5 49.3 108.4 2.0 62.8 -49.0 31.5 199
Long-term external 
operations 17.3 21.7 25.7 29.7 54.3 27.2 25.4 18.4 15.6 82.8
Other liabilities -0.4 -0.4 -0.4 -0.4 -0.2 - - - - -
Treasury currency in 
circulation 2.1 3.5 5.8 6.4 8.1 16.7 66.6 65.7 19.0 26.5
Bank multiplier 1.25 1.34 1.48 1.54 1.56 -0.5 6.5 10.6 4.1 1.0
Means of payment' 259.7 325.7 408.9 502.7 642.2 21.8 17.7 25.6 22.9 27.5
Source: ECLAC, on the basis of data supplied by the Banco de la República. 
"Preliminary figures.
Table 23
C O L O M B IA : B A N K  I N T E R E S T  R A T E S ”
1980 1981 1982 1983 1984 1985
Effective nominal rate 36.4 38.6 35.9 34.2 34.4 35.9
Inflation rate 26.5 26 .7 23.9 16.7 18.3 22.7
Effective real rate 7.8 9.4 9.7 15.0 13.6 10.8
Source: ECLAC, on the basis o f data supplied by the Banco de la República.
"Corresponds to time-deposit certificates.
187
t h e  c o u n t r y  in  1 9 8 5 . A p p a r e n t l y ,  t h i s  c a p i t a l  w a s  p r im a r i l y  u s e d  to  p u r c h a s e  f in a n c ia l  s e c u r i t ie s .  
P a r t ic u la r ly  r a p i d  g r o w t h  w a s  o b s e r v e d  in  B a n c o  d e  la  R e p ú b l ic a  e x c h a n g e  c e r t i f ic a te s  a n d  in  t h e  
n a t io n a l  s a v in g s  b o n d s  o f fe r e d  b y  th e  g o v e r n m e n t .  A l to g e th e r ,  p r i v a t e - s e c t o r  s e c u r i t ie s  s h o w e d  a n  
in c r e a s e  o f  3 3 % ,  w h ic h  c a n  b e  c o n s id e r e d  s a t is f a c to ry  ( s e e  ta b le  2 4 ) .
b )  Fiscal policy
T h e  a u t h o r i t i e s  h a v e  m a k e  h e a v y  u s e  o f  f isc a l p o lic y  d u r in g  th e  p a s t  t h r e e  y e a r s ,  e v e n  th o u g h  it  
h a s  n o t  b e e n  t h e  r e s u l t  o f  s y s te m a t ic  a d v a n c e  p l a n n i n g .  I n d e e d ,  f isc a l p o lic y  h a s  s w u n g  f ro m  a n  
e x p a n s io n a r y  to  a  r e s t r i c t i v e  o r i e n t a t i o n  w i t h i n  e x c e s s iv e ly  s h o r t  p e r io d s  o f  t im e .
O n e  o f  t h e  m a in  c o m p o n e n t s  o f  t h e  a d ju s tm e n t  p o lic y  w a s  t h e  r e d u c t io n  o f  t h e  f isc a l d e f ic it . 
N o n e t h e l e s s ,  i t  w a s  n o t  u n t i l  1985  t h a t  d e t e r m i n e d  a c t io n  w a s  t a k e n  to  a c h ie v e  th i s  g o a l . T h e  
g o v e r n m e n t  o b t a in e d  C o n g r e s s io n a l  a p p r o v a l  f o r  a  m o d i f i c a t io n  o f  t h e  ta x  s t r u c tu r e ,  e x te n d e d  th e  
v a lu e  a d d e d  t a x  to  in c lu d e  v a r io u s  m a s s - c o n s u m p t io n  g o o d s ,  a n d  le v ie d  a n  8 %  t a x  o n  im p o r t s .  In  
a d d i t io n ,  i t  f o l lo w e d  a n  o v e r a l l  p o l ic y  a im e d  a t r e d u c in g  e x p e n d i tu r e .  P e r h a p s  t h e  m o s t  im p o r t a n t  
p a r t  o f  th i s  p o l ic y  w a s  t h e  m e a s u r e  r e s t r i c t i n g  in c r e a s e s  in  t h e  w a g e s  o f  c iv il  s e r v a n t s  to  1 0 % . T h e  
c u s to m a r y  p r o c e d u r e s  f o r  d e la y in g  e x p e n d i tu r e s  a n d  p a y m e n t s  w e r e  a ls o  a p p l ie d .  T h is  p o lic y  w a s  
e v e n  m o r e  su c c e ss fu l t h a n  e x p e c te d .  F is c a l  r e v e n u e  r o s e  4 7 % ,  o p e r a t i n g  e x p e n s e s  in c r e a s e d  o n ly  
1 6 % , a n d  e x p e n d i t u r e  o n  i n v e s tm e n t  c l im b e d  4 7 % .  T h u s ,  w h i le  in c o m e  r o s e  in  r e a l  t e r m s ,  t h e  r e a l  
le v e l  o f  o p e r a t i n g  e x p e n s e s  d r o p p e d .  C o n s e q u e n t ly  t h e  f isc a l d e f ic i t ,  w h ic h  h a d  b e e n  e q u iv a l e n t  to  
3 5 %  o f  to ta l  g o v e r n m e n t  s p e n d in g  in  1 9 8 4 , w a s  s la s h e d  to  o n ly  2 2 %  o f  su c h  e x p e n d i t u r e  in  1985  ( s e e  
t a b le  2 5 ) .
T a b le  2 4
C O L O M B IA : T R A N S F E R A B L E  S A V IN G S
B illio n s oí p esos G ro w th  ra tes
1981 1982 1983 1984 1985° 1981 1982 1983 1984 1985°
T o ta l 443 .7 582.5 732 .8 9 4 2 .0 1 305 .9 48 .3 31.3 2 5 .8 25.5 38.6
F in a n c ia l  sy s tem 388.1 494 .8 665 .3 826 .4 1 103.9 58.5 27.5 34.5 24.2 33.4
S av in g s d e p o s its  
T im e -d e p o s it
72.7 84.3 106.0 128.7 172.0 16.0 25.7 21.4 33.6
certifica te s 140.7 161.0 211.3 273.2 372.2 14.4 31.2 29.3 36.2
C A V  d ep o s its  
C o m m erc ia l finance
122.2 171.8 244.5 303.7 436.5 40 .6 42.3 24.2 43.7
co m p an y  p ro m isso ry  n o te s 36.6 44 .7 56.1 63.1 76.2 94.7 22.1 25.5 12.5 20 .8
M o rtg a g e  n o te s 12.0 14.1 16.0 27.7 34.8 8.1 17.5 13.5 73.1 25.6
Coffee b o n d s 4.0 4.0 4.7 5.0 1.1 - - 17.5 6.4
C offee ce rtifica te s 14.8 20.6 17.9 0.6 39.2 13.1
E lectric ity  ce rtifica te s - - 6.0 7.1 10.5 - - 18.3 47 .9
B a n c o  de  la  R e p ú b lic a  
se c u r i t ie s 51 .3 84.3 48 .0 91 .3 129.8 4.3 64 .3 -43.1 43 .3 42 .2
S h are  se cu rities 18.6 17.9 3.5 - - -13.1 -3.8 -80.4
E x c h a n g e a b le  secu ritie s 9.7 24.0 13.8 35.7 42 .6 2.1 147.4 -44.4 94.9 19.3
A g ro -in d u s tr ia l se cu rities 6.2 10.6 10.4 11.5 12.1 24.0 71.0 -1.9 10.6 5.2
E x ch an g e  certifica te s 16.8 31.9 20.3 44.1 75.1 25.4 89.9 -36.4 4 9 8 70.2
N a t io n a l  g o v e rn m e n t  
se c u r i t ie s 4.2 3.3 19.5 24 .3 72.2 -17 .6 -21 .4 4 90 .9 2 4 .6 197.0
E co n o m ic  d e v e lo p m e n t 
b o nds 4.2 3.3 2.5 0.3 -17.6 -21.4 24.2 -88.0
N a tio n a l  sav ings b o nds 17.0 23 .9 72.2 40 .6 202.1
Source: ECLAC, on the basis o f  data supplied by the Banco de la República.
"Preliminary figures. Savings and housing corporations.
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GOLOMBÍA
COLOMBIA: EFFECTIVE INCOME AND EXPENDITURE 
OF THE CENTRAL GOVERNMENT
Table 25
B illio n s  o f  p eso s G ro w th  ra te s
1982 1983 1984 1985° 1982 1983 1984 1985"
C u r r e n t  in c o m e 189.7 2 3 8 .7 302 .7 445 .3 21 .2 2 5 .8 2 6 .8 47.1
T ax  rev en u e 184.8 231.6 291.2 430.1 20 .9 25.3 24 .8 47.7
In c o m e  an d  c o m p le m e n ta ry  
tax es 65 .9 98.2 118.2 157.9 23.0 49 .0 20.4 33.6
O th e r 0.6 0.4 0.4 3.3 - - - -
Sales tax es  
C u s to m s d u tie s  an d
4 9 6 58.7 79.1 124.0 23.1 18.4 34.8 56.8
su rch a rg es 36.6 37.9 48.3 84.0 24.4 -38.7 -5.3 55.6
C offee tax es 6.2 3.8 3.6 5.6 -9.6 -42.4 -31.6
G a so lin e  tax es 20.1 24.7 30.6 37.7 11.0 22 .9 23 .9 23.2
O th e r 6.4 8.3 12.2 20 .9 39.6 12.7 52.1 80.6
N o n - ta x  re v en u e 4.9 7.1 10.7 15.2 31.6 - 16.7 -
C u r r e n t  e x p e n d i tu r e 2 1 1 .0 2 6 2 .9 362.4 4 2 1 .8 37.1 2 4 .6 37.8 16.5
C u r r e n t  sa v in g s -9 .0
I n v e s tm e n t 80.2 81 .8 102.4 150.3 31.3 2 .0 25.2 4 6 .8
T o ta l  e x p e n d i tu r e 291 .2 344 .7 4 6 4 .6 572.1 35.5 18.4 34 .8 23.1
D e f ic i t 101.5 106.0 161.9 126.8 73.9 4 .4 52.7 -21 .7
F in a n c in g
E x te rn a l cred it 15.0 9.4 3.0 8.1
D o m e s tic  cred it 86.5 96.1 126.4 118.7
Source: ECLAC, on the basis of data supplied by the Banco de la República.
"Preliminary figures.
T h e  w e a k  p o i n t  o f  t h e  f isc a l p o lic y  a p p l ie d  d u r in g  th e  p a s t  f o u r  y e a r s  h a s  b e e n  th e  la c k  o f  
p l a n n i n g .  T h e r e  w a s  n o  v a l id  r e a s o n  f o r  p r o m o t i n g  a n  in c r e a s e  in  t h e  f isc a l d e f ic i t  in  1982  a n d  1 9 8 4 , 
o n ly  to  c u t  i t  s h a rp ly  in  1 9 8 5 . M o r e o v e r ,  t h e  s e n s e  o f  u r g e n c y  s u r r o u n d in g  th e  e f fo r t  to  m a k e  a  r a p id  
r e d u c t io n  in  t h e  f isc a l d e f ic i t  p r e v e n t e d  th e  a u t h o r i t i e s  f ro m  u s in g  th e  m o s t  a p p r o p r i a t e  m e c h a n i s m s  
fo r  th i s  p u r p o s e .  T h e  m e a n s  u s e d  to  r a i s e  f isc a l r e v e n u e  in v o lv e d  e x p a n d in g  t a x  r e c e ip t s  a t  t h e  c o s t  o f  
r e d u c e d  p r o g r e s s iv i t y .  T h e  im p a c t s  o f  b o th  t h e  a c r o s s - th e - b o a r d  ta x  o n  i m p o r t s  a n d  th e  e x p a n s io n  o f  
t h e  v a lu e  a d d e d  t a x  h a v e  t e n d e d  to  h i t  m e d iu m -  a n d  lo w - in c o m e  g r o u p s  t h e  h a r d e s t .  T h e  a d v is a b i l i ty  
o f  m a i n t a i n i n g  th e s e  b u r d e n s  o v e r  t h e  lo n g  r u n  is  q u e s t io n a b le .  I t  w o u ld  a p p e a r  to  b e  i l lo g ic a l ,  f o r  
e x a m p le ,  to  r e t a i n  t h e  t a x  o n  i m p o r t s  o n c e  f o r e ig n  e x c h a n g e  c o n d i t i o n s  h a v e  e a se d .
T h e  s i t u a t io n  w a s  m u c h  th e  s a m e  a s  r e g a r d s  t h e  p o lic y  o n  p u b l ic  s p e n d in g .  T h e  r e d u c t io n  in  
p u b l ic  e x p e n d i t u r e  w a s  n o t  t h e  r e s u l t  o f  a  p r o c e s s  a im e d  a t  m a k in g  c u ts  in  lo w e r - p r io r i t y  a c t iv i t ie s .  
I n s te a d ,  it  w a s  b r o u g h t  a b o u t  b y  th e  d e t e r i o r a t i o n  in  c iv il  s e r v a n t s '  r e a l  w a g e s  a n d  b y  a  w id e s p r e a d  
e f fo r t  to  p o s t p o n e  e x p e n d i t u r e s  a n d  p a y m e n ts .  T h is  c o u r s e  o f  a c t io n  i s  n o t  o n e  w h ic h  w o u ld  a l lo w  th e  
r e d u c t io n  in  e x p e n d i t u r e  to  b e  m a in t a in e d  o v e r  a  lo n g  p e r io d  o f  t im e ,  b u t  i n s te a d  is  l ik e ly  to  g e n e r a t e  
p r e s s u r e s  a im e d  a t m a k i n g  u p  f o r  p r e v io u s  lo s s e s  a t a  l a t e r  d a te .  I n d e e d ,  s o m e th i n g  a lo n g  th e s e  l in e s  
o c c u r r e d  to w a r d s  t h e  e n d  o f  t h e  y e a r ,  w h e n ,  a s  a lr e a d y  m e n t i o n e d ,  t h e  g o v e r n m e n t  a u th o r iz e d  
in c r e a s e s  in  t h e  w a g e s  o f  p u b l ic  e m p lo y e e s  a n d  in  t h e  m i n i m u m  w a g e  w h ic h  e x c e e d e d  t h e  r a t e  o f  
in f la t io n .  F u r t h e r m o r e ,  t h e  b u d g e t  a l lo c a t io n s  a p p r o v e d  b y  C o n g r e s s  f o r  t h e  f o l lo w in g  f isc a l y e a r  
p r o v id e d  fo r  a n  in c r e a s e  in  s p e n d i n g  w h ic h  w o u ld  b e  g r e a t e r  t h a n  th e  r a te  o f  i n f la t io n ,  t h u s  m a k in g  it 




1. Recent economic trends: Introduction and summary
In 1985  a  s ig n i f i c a n t  s lo w d o w n  o c c u r r e d  in  C o s ta  R ic a 's  e c o n o m y , w i th  t h e  g ro s s  d o m e s t ic  p r o d u c t ,  
in c r e a s in g  1 .6% , c o m p a r e d  to  a  r a t e  o f  7 .3 %  th e  y e a r  b e fo re .  T h is  s lu g g is h  r a te  le d  to  a  1%  d e c l in e  in  
t h e  p e r  c a p i t a  p r o d u c t  a n d  r e v e a le d  th e  v u ln e r a b i l i ty  o f  e c o n o m ic  p e r f o r m a n c e .  N e v e r t h e l e s s ,  t h e  
a v e r a g e  in c r e a s e  in  t h e  d o m e s t ic  p r o d u c t  o v e r  t h e  la s t  t h r e e  y e a r s  w a s  4 % ,  o n e  o f  th e  h ig h e s t  r a t e s  in  
L a t in  A m é r ic a .  T h e  im p r o v e m e n t  in  t h e  t e r m s  o f  t r a d e  e n a b le d  g r o s s  n a t io n a l  in c o m e  to  in c r e a s e  b y  
3 %  ( s e e  ta b le  1 a n d  f ig u re  1).
E c o n o m ic  p e r f o r m a n c e  w a s  m a r k e d  b y  t h e  s t a g n a t io n  o f  t h e  e x p o r t  s e c to r  a n d  t h e  m a in t e n a n c e  
o f  s o m e  d e g r e e  o f  d y n a m is m  in  d o m e s t i c  d e m a n d ,  a s  r e g a r d s  b o th  c o n s u m p t io n  a n d  in v e s tm e n t .
T h e  g o v e r n m e n t  fo u n d  i t  n e c e s s a ry  to  d r a w  u p  a  r e a d ju s tm e n t  p r o g r a m m e ,  in  c o n ju n c t io n  w i th  
v a r io u s  i n t e r n a t io n a l  b o d ie s ,  in  o r d e r  to  o b t a in  a  f u r th e r  r e s t r u c t u r i n g  o f  m a t u r i t i e s  a n d  th e r e b y  
l i g h t e n  t h e  b u r d e n  o f  t h e  e x t e r n a l  d e b t  s e rv ic e . T h is  fa c t, to  a  l a r g e  e x t e n t ,  d e t e r m in e d  b o th  e c o n o m ic  
p o l ic y  a n d  t h e  r e s u l t s  a c h ie v e d .
T h e  in f lu e n c e  o f  t h e  s ta n d -b y  a r r a n g e m e n t ,  s ig n e d  in  J a n u a r y  w i th  t h e  I n t e r n a t i o n a l  M o n e ta ry  
F u n d  (IM F ), m a d e  i t s e l f  f e l t  in  f isc a l, m o n e ta r y ,  e x t e r n a l  t r a d e  a n d  w a g e  p o l ic ie s .  I n  t h e  f isc a l a r e a ,  a  
c e i l in g  o f  1.5 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  w a s  s e t  o n  th e  p u b l ic  s e c to r  d e f ic it;  th i s  w a s  to  b e  m a d e  
p o s s ib le  b y  m e a n s  o f  a n  in c r e a s e  in  in c o m e ,  c u rb s  o n  e x p e n d i t u r e  a n d  a  r e d u c t io n  o f  t h e  b u d g e ta r y  
im b a la n c e s  o f  a u to n o m o u s  i n s t i t u t i o n s .  I n  a d d i t io n ,  a  r e d u c t io n  o f  d o m e s t ic  c r e d i t  f o r  t h e  p u b l ic  
s e c to r ,  to  b e  m a d e  u p  f o r  b y  g r e a t e r  p a r t i c i p a t i o n  o n  t h e  p a r t  o f  e x t e r n a l  so u rc e s  in  i ts  f in a n c in g ,  w a s  
p la n n e d .
M o n e ta r y  p o l ic y  p r o v id e d  f o r  f le x ib le  e x c h a n g e  r a t e s  in  l in e  w i th  t h e  s i t u a t io n  o n  in t e r n a t io n a l  
m a r k e t s ,  w h i le  p r i o r i t y  w a s  g iv e n  to  t h e  p r i v a t e  s e c to r  in  g r a n t i n g  c re d it .
A s  r e g a r d s  w a g e s ,  r e a d ju s tm e n t s  w e r e  to  c o n t in u e  to  b e  m a d e  o n  th e  b a s is  o f  t h e  in c r e a s e s  in  t h e  
p r i c e s  o f  a  b a s ic  m a r k e t  b a s k e t .  I n  a d d i t io n ,  a n  e f fo r t  w a s  to  b e  m a d e  to  a l lo w  p r ic e s  to  b e  s e t  b y  th e  
i n t e r a c t i o n  o f  m a r k e t  fo rc e s ,  t h r o u g h  t h e  m in im iz a t io n  o f  s u b s id ie s  a n d  d i r e c t  c o n t r o ls .
T r a d e  p o l ic y  w a s  to  b e  s t r u c tu r e d  a r o u n d  a  u n i f ie d  e x c h a n g e  r a t e  a n d  a  g r a d u a l  r e a d ju s tm e n t  
t h a t  w o u ld  b e  c a r r ie d  o u t  o n  th e  b a s is  o f  t h e  b a la n c e - o f - p a y m e n ts  r e s u l t s  a n d  th e  b e h a v io u r  o f  
d o m e s t i c  p r ic e s .  D e b t  s e rv ic in g  p a y m e n t s  w e r e  to  b e  m e t  a n d  r e s t r i c t i o n s  a f fe c tin g  e x t e r n a l  t r a n s f e r  
p a y m e n t s  a n d  i m p o r t s  w e r e  to  b e  r e m o v e d .  M o r e o v e r ,  t h e  g o v e r n m e n t  c o m m i t t e d  i t s e l f  to  
r e s t r u c t u r i n g  ta r if f s .
D u r i n g  th e  c o u r s e  o f  t h e  y e a r ,  t h e  a u th o r i t i e s  a d o p te d  f u r th e r  m e a s u r e s  a s  th e y  w e n t  a lo n g  in  
o r d e r  to  m o d e r a t e  w a g e  a d ju s tm e n ts  a n d  s p e e d  u p  th e  in c r e a s e  in  t h e  e x c h a n g e  r a te .
T h e  S t ru c tu r a l  A d ju s tm e n t  A g r e e m e n t  w i th  t h e  W o r ld  B a n k  r e m a in e d  in  fo rc e . T h is  
a g r e e m e n t  m a k e s  a c c e ss  to  f i n a n c in g  s u b je c t  to  t h e  a d o p t io n  o f  a  n e w  ta r i f f  p o l ic y  a n d  to  a  r e d u c t io n  
o f  t h e  p u b l ic  s e c to r  d e f ic i t  b y  m e a n s  o f  t h e  s a le  o f  S ta te  e n t e r p r i s e s ,  t h e r e b y  r e in f o r c in g  th e  c o n d i t io n s  
a g r e e d  u p o n  w i th  t h e  IMF.
I n  a d d i t io n ,  f in a n c ia l  s u p p o r t  w a s  o b t a in e d  f ro m  th e  A g e n c y  f o r  I n t e r n a t i o n a l  D e v e lo p m e n t  
(ID A ), w i th  t h e  p r o v i s o  t h a t  t h e  fu n d s  s h o u ld  b e  d i r e c te d  to w a r d s  t h e  p r i v a t e  s e c to r  f o r  t h e  p u r c h a s e  
o f  S ta te  e n t e r p r i s e s .
Q u a n t i t a t i v e  g o a ls  w e r e  la rg e ly  m e t .  H o w e v e r ,  t h e  i m p l e m e n t a t i o n  o f  t h e  r e l e v a n t  m e a s u re s  
w a s  a n  is s u e  w h ic h  s p a r k e d  o f f  c o n s id e r a b le  d o m e s t ic  c o n t r o v e r s y ,  a n d  n o t  a ll o f  t h e m  w e r e  p u t  in to  
p r a c t i c e .  C o n s e q u e n t ly ,  a  n u m b e r  o f  t h e  d i s b u r s e m e n t s  w h ic h  w e r e  d u e  to  b e  m a d e  b y  i n t e r n a t io n a l  
f in a n c ia l  a g e n c ie s  w e r e  e i t h e r  s u s p e n d e d  o r  p o s t p o n e d  to  1986.
T h e  a g r e e m e n t s  in  q u e s t io n  in v o lv e d  a  c o n s id e r a b le  c a p i ta l  f lo w  (U S $  3 7 0  m i l l io n )  w h ic h  
m a d e  i t  p o s s ib le  to  c o v e r  t h e  g r o w in g  c u r r e n t  a c c o u n t  d e f ic i t ,  to  m a i n t a i n  t h e  d y n a m is m  o f  d o m e s t ic  
d e m a n d  a n d  to  in c r e a s e  g r o s s  i n t e r n a t io n a l  r e s e r v e s  b y  a lm o s t  U S $  7 0  m i l l io n .  C o n s e q u e n t ly ,  f o r  t h e
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t h i r d  y e a r  r u n n i n g  e x c h a n g e  s ta b il i ty  w a s  a c h ie v e d ,  a n d  t h i s  h a d  a  p o s i t i v e  im p a c t  o n  t h e  b e h a v io u r  o f  
p r o d u c t iv e  a g e n ts .
C e n t r a l  g o v e r n m e n t  e x p e n d k iu ire  i n c r e a s e d  m o d e r a te ly ,  m a in ly  a s  a  r e s u l t  o f  a  s h r i n k a g e  in  
c a p i ta l  e x p e n d i tu r e .  T h e  g r o w th  o f  t a x  r e v e n u e  w a s  s lu g g is h ,  h o w e v e r ,  a n d  fa i le d  to  d i m i n i s h  t h e  
c e n t r a l  g o v e r n m e n t  d e f ic i t .  C o n s e q u e n t ly ,  t h e  f isc a l d e f ic i t  c o n s t i t u t e d  4 %  o f  t h e  p r o d u c t ,  a  h i g h e r  
c o e f f ic ie n t  t h a n  t h e  3 %  r e c o r d e d  in  1 9 3 4 . N e v e r t h e l e s s ,  a  s u b s ta n t i a l  d e c l in e  o c c u r r e d  in  t h e  p u b l ic  
s e c to r  d e f ic i t  a s  a  w h o le ,  w h ic h  m e t  t h e  t a r g e t  o f  1 .5%  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t .
A s  in  p r e v io u s  y e a r s ,  w a g e  p o l k y  in v o lv e d  r e a d ju s t i n g  r e m u n e r a t i o n s  o n  t h e  b a s i s  o f  th e  r i s e  in  
p r i c e s  o f  t h e  p r o d u c t s  a n d  s e rv ic e s  m a k i n g  u p  a  b a s k  m a r k e t  b a s k e t .  B y  th e s e  m e a n s ,  a n d  e f f o r t  w a s  
m a d e  to  e n s u r e  t h a t  w a g e s  d id  n o t  e x e r t  in f J a d o n a r y  p r e s s u r e ,  a n d  a t  t h e  s a m e  t i m e  to  m a i n t a i n  
p u r c h a s i n g  p o w e r ,  a t  l e a s t  a s  f a r  a s  e s s e n t i a l  g o o d s  w e r e  c o n c e r n e d .  T h e  a u th o r i t i e s  a ls o  p l a n n e d  to  
g r a d u a l ly  r e s t o r e  t h e  s t a n d a r d  o f  l i v in g  o f  t h o s e  w o r k e r s  w h o s e  s t a n d a r d  h a d  d e c l in e d  s u b s ta n t i a l ly  
s in c e  t h e  o n s e t  o f  t h e  p r e s e n t  c r is is .
T h e  r a t e  o f  o p e n  u n e m p l o y m e n t  ( 6 .2 )  r e m a i n e d  v i r tu a l ly  u n c h a n g e d  in  c o m p a r i s o n  w i t h  1 9 8 4 , 
a n d  w a s ,  in - a n y  c a s e ,  c o n s id e r a b ly  lo w e r  t h a n  d u r i n g  t h e  1 9 8 2 -1 9 8 3  b i e n n iu m .
I n  s p i t e  o f  t h e  e f f o r t s  m a d e  to  a c h ie v e  s t a b i l i z a t i o n ,  t h e  a v e r a g e  f lu c tu a t io n  in  t h e  c o n s u m e r  
p r i c e  i n d e x  ( 1 5 % )  w a s  h i g h e r  t h a n  in  t h e  p r e v io u s  y e a r  ( 1 2 % ) .  W h o le s a le  p r ic e s  fo l lo w e d  a  s im i la r  
t r e n d .  I n  t h e  s e c o n d  s e m e s t e r ,  h o w e v e r ,  t h e  r a t e  o f  p r i c e  r i s e s  s lo w e d  d o w n .
E x te r n a l  i n d e b te d n e s s  r e m a in e d  o n e  o f  t h e  m o s t  c o n s e q u e n t ia l  f a c to rs  in  t h e  c o u n t r y 's  
e c o n o m ic ,  so c ia l  a n d  p o l i t i c a l  b e h a v io u r .  S h o r t - t e r m  s ta b i l i z a t io n  w a s  h e lp e d  b y  t h e  l i g h t e n i n g  o f  
d e b t  s e rv ic in g ,  a c h ie v e d  b y  m e a n s  o f  p e r io d i c  r e n e g o t i a t i o n s  a n d  b y  t h e  f in a n c ia l  s u p p o r t  p r o v id e d  b y  
i n t e r n a t io n a l  a g e n c ie s .  H o w e v e r ,  th e s e  f a c to rs  w e r e  a p p a r e n t ly  n o t  e n o u g h  to  a c h ie v e  m o r e  d y n a m ic  
g r o w th .
T o  s u m  u p ,  t h e  C o s ta  R ic a n  e c o n o m y  c o n t in u e d  to  g r o w ,  a lb e i t  a t  a  s lo w e r  r a t e  t h a n  d u r in g  th e  
p r e v io u s  b i e n n iu m .  F is c a l  a n d  e x t e r n a l  d i s e q u i l ib r i a  b e c a m e  m o r e  p r o n o u n c e d ,  a s  d id  in f la t io n a r y  
p r e s s u r e ,  a l t h o u g h  t h e  im b a la n c e s  w e r e  o f  le s s e r  m a g n i tu d e  t h a n  t h o s e  r e c o r d e d  a t  t h e  b e g in n in g  o f  
t h e  d e c a d e . T h e  s a t is f a c to ry  r e s u l t s  w h ic h  w e r e  a c h ie v e d  w e r e  m a d e  p o s s ib le  b y  in c r e a s in g  e x t e r n a l  
t r a n s f e r s  a n d  f in a n c in g ,  w h i le  t h e  p r e c a r io u s  s i t u a t io n  d e r iv in g  f ro m  t h e  h u g e  b u r d e n  o f  e x t e r n a l  d e b t  
a n d  t h e  s lu g g is h n e s s  o f  t h e  e x p o r t  s e c to r  p e r s i s t e d .  E c o n o m ic  p o lic y  th u s  h a d  to  a d h e r e  to  t h e  
r e s t r i c t i o n s  im p o s e d  b y  th e  v a r io u s  s o u rc e s  o f  f in a n c ia l  a s s is ta n c e ,  w h ic h  h a v e  n a r r o w e d  th e  c o u n t r i e s  
f re e d o m  o f  a c t io n  in  d e f in in g  i ts  o w n  d e v e l o p m e n t  g u id e l in e s .
2 . T r e n d s  in  e c o n o m i c  a c t iv i t y
a )  Total supply and demand
T h e  g r o s s  d o m e s t ic  p r o d u c t  in c r e a s e d  b y  1 .6%  th e  lo w e s t  r a t e  in  t h e  la s t  t h r e e  y e a r s  ( th e  1984  
a n d  19 8 3  f ig u re s  h a d  b e e n  7 %  a n d  3 %  r e s p e c t iv e ly ) .  N o n e t h e l e s s ,  a n d  in  s p i t e  o f  t h e  u n f a v o u r a b le  
i n t e r n a t io n a l  c i r c u m s ta n c e s  w h ic h  t h e  C o s ta  R ic a n  e c o n o m y  c o n t in u e d  to  face , g r o w th  o c c u r r e d  fo r 
t h e  t h i r d  y e a r  in  a  r o w , a f te r  t h e  s e r io u s  c r is is  o f  1 9 7 9 -1 9 8 2  (s e e  ta b le  2 ).
T o ta l  s u p p ly  g r e w  b y  1 .7%  a n d  s h o w e d  a  t e n d e n c y  to  a d a p t  i m p o r t s  to  t h e  b e h a v io u r  o f  t h e  
p r o d u c t  w i t h i n  a  le s s  d y n a m ic  c o n ju n c tu r e .  T h e  f a c to r s  u n d e r ly in g  th i s  r e s u l t  w e r e  t h e  e f fo r ts  m a d e  to  
a d a p t  t h e  e c o n o m ic  s y s te m  to  c i r c u m s ta n c e s  o f  s lo w  g r o w t h  a n d  s ta b il i ty .
T h e  e x p a n s i o n  o f  to ta l  d e m a n d  w a s  u p h e ld ,  a s  in  1983  a n d  1 9 8 4 , b y  th e  p e r f o r m a n c e  o f  i ts  
d o m e s t ic  c o m p o n e n t ,  g iv e n  t h e  r e a l  s h r in k a g e  in  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s . T r a d i t i o n a l  e x p o r t s  
e n c o u n te r e d  p a r t i c u la r ly  s la c k  m a r k e t s ,  w h i le  n e w  e x p o r t s  d e v e lo p e d  b o th  s lo w ly  a n d  e r ra t ic a lly .
T h e  e c o n o m ic  g r o w th  a c h ie v e d  in  1985 w a s  la rg e ly  m a d e  p o s s ib le  b y  c o n s u m p t io n  a n d  
i n v e s tm e n t .  W i th  r e g a r d  to  t h e  l a t t e r  v a r ia b le ,  w h i le  c o n s t r u c t io n  w a s  s t a g n a n t ,  i n v e s tm e n t  in  
m a c h in e r y  a n d  e q u i p m e n t  c o n t in u e d  to  r is e .  F o r  t h e i r  p a r t ,  p r i v a t e  a n d  p u b l ic  c o n s u m p t io n  in c r e a s e d  
a t  v i r tu a l ly  t h e  s a m e  r a t e  (2%).
b )  Behaviour o f  the main sectors
T h e  r a t e  o f  g r o w t h  o f  m o s t  e c o n o m ic  a c t iv i t ie s  d e c l in e d .  T h is  w a s  p a r t i c u la r ly  t r u e  o f  t h e  g o o d s -  
p r o d u c in g  s e c to r s ,  w h ic h  a s  a  w h o le  g r e w  b y  o n ly  1 %  a s  a g a in s t  1 1 %  t h e  p r e v io u s  y e a r .  A  s h r in k a g e  
a ls o  o c c u r r e d  in  t h e  p r o d u c t io n  o f  b a s ic  s e rv ic e s  a s  a  r e s u l t  o f  t h e  c o n s id e ra b le  c o n t r a c t io n  in  t h e  
e le c t r ic i ty ,  g a s  a n d  w a t e r  s e c to r  ( s e e  t a b le  3 ).
192
COSTA RICA
COSTA RICA: MAIN ECONOMIC INDICATORS
Table 1
1979 1980 1981 1982 1983 1984 1985"
A. Basic economic indicators
Gross domestic product at market prices 
(index: 1980 = 100) 99.3 100.0 97.6 90.5 93.0 99.7 101.3
Gross national income (index: 1980 = 100) 100.1 100.0 895 80.1 84.3 92.6 95.4
Population (millions of inhabitants) 2.21 2.28 2.34 2.41 2.47 2.53 2.60
Per capita gross domestic product 
(index: 1980 = 100) 102.3 100.0 95.0 85.7 85.8 89.7 88.8
Growth rates
B. Short-run economic indicators
Gross domestic product 4.9 0.8 -2.4 -7.3 2.7 7.3 1.6
Per capita gross domestic product 1.8 -2.2 -5.0 -9.7 0.1 4.6 -1.0
Per capita gross national income -1.9 -2.9 -12.9 -12.9 2.6 7.0 0.4
Rate of open unemploymentc 4.1 5.3 8.3 8.5 7.9 6.4 6.2
Consumer prices 
December to December 13.1 17.8 65.1 81.7 10.7 17.4 10.9
Variation between annual averages 9.2 18.1 37.0 90.1 32.6 12.0 15.0
Real wages and salaries 4.5 0.8 -11.7 -19.8 10.9 7.8 8.9
Money (M,) 9.4 15.0 52.2 67.5 35.9 15.5 10.1
Current income of government 5.7 21.0 41.8 73.7 62.6 29.6 6.3C
Total expenditure of government 20.3 26.8 9.8 64.4 69.7 26.1 12. Ie
Fiscal deficit/total government expenditure^ 39.0 41.8 24.8 20.5 23.9 21.8 ll.\e
Fiscal deficit/gross domestic product 8.0 9.1 4.3 3.4 5.1 4.8 4.1e
Current value of exports of goods 
and services 8.9 9.2 -1.9 -5.1 1.6 6.8 -0.7
Current value of imports of goods 
and services 19.2 9.1 -21.4 -19.9 10.2 8.5 1.1
Terms of trade (goods and services) -1.3 0.8 -21.2 -3.2 5.7 4.5 4.9
External sector
Trade balance (goods and services)
of dollars 
-421 -459 -127 73 -16 -37 -60
Net payments of profits and interest -146 -216 -304 -374 -333 -324 -331
Balance on current account -554 -658 -407 -274 -330 -342 -371
Balance on capital account 435 749 358 400 377 271 463
Variation in international reserves -113 33 -65 125 64 -84 -6 i
Disbursed public external debt 1 463 2 140 2 413 2 961 3 407 3 455 3 584
Source: ECLAC, on the basis of official figures.
"Preliminary figures. ''Percentages. cAnnual average of the rates for four-monthly periods obtained from household
surveys. End-of-year balance. eAs of November. »'Indicates gross reserves.
i) The agricultural sector. A marked downturn occurred in this sector's growth (slightly more 
than 1%) as a result of the decline in crop-farming output (-2%), although considerable increases 
were recorded in forestry (4%), livestock (8%) and fishing (20%) (see table 4).
In addition to unfavourable climatic conditions, agricultural performance was affected by both 
domestic and external factors linked to production costs and demand.
Significant support continued to be provided for coffee producers. Plant rust was kept under 
strict control while progress was made by the programme for the use of improved seeds and the 
increase of per-hectare yields. In addition, the Coffee Bureau was given the status of an Institute so as 
to broaden the coverage of its activities and, in particular, to endow it with greater responsibilities 
with regard to external trade policy on coffee. Nevertheless, the 1985/1986 coffee harvest was down
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aA nnual grow th  rate. ’’Average annual rate fo r coun try  to tal. P e rc e n ta g e  variation
from  D ecem ber to  Decem ber.
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F ig u re  1 ( c o n c lu d e d )
AM illians o f  dollars. P e rc e n ta g e s .
1 6 %  b e c a u s e  d r a u g h t  d e la y e d  r i p e n i n g  a n d  lo w e r e d  y ie ld s . T h e  2 %  e x p a n s io n  a c h ie v e d  d u r in g  th e  
c a le n d a r  y e a r  w a s  c o n s id e ra b ly  lo w e r  t h a n  th o s e  o f  1983 a n d  198 4  ( 8 %  a n d  1 0 % , r e s p e c t iv e ly ) .
B a n a n a  p r o d u c t io n  fe ll o f f  s h a rp ly  ( - 1 2 % ) .  T h is  w a s  th e  r e s u l t  o f  t h e  c lo s u re  o f  o n e  o f  th e  
t r a n s n a t i o n a l  c o r p o r a t io n s  o p e r a t i n g  o n  th e  S o u th  P a c if ic  c o a s t  a n d  o f  t h e  d a m a g e  c a u s e d  b y  a  
h u r r i c a n e  w h ic h  s w e p t  a c ro s s  p l a n t a t i o n s  o n  th e  A t l a n t i c  c o a s t  in  M a rc h . T h e s e  tw o  f a c to r s  a ffe c te d  a  
c u l t iv a te d  a re a  o f  s o m e  4  2 0 0  h e c ta r e s .
A t  t h e  b e g in n in g  o f  t h e  y e a r ,  f o l lo w in g  a r d u o u s  n e g o t i a t i o n s ,  t h e  g o v e r n m e n t  r e a c h e d  a n  
a g r e e m e n t  w i th  t h e  t r a n s n a t i o n a l  c o r p o r a t i o n  r e f e r r e d  to  a b o v e .1 S im u l ta n e o u s ly  i t  p u t  a  
d e v e l o p m e n t  p l a n  in to  e f fe c t  in  t h e  z o n e  f ro m  w h ic h  th e  f ru i t  c o m p a n y  h a d  w i th d r a w n .  T h is  
in v o lv e d  th e  r e s t i t u t i o n  o f  b a n a n a  p l a n t a t i o n s  a n d  t h e  a p p l ic a t io n  o f  p r o g r a m m e s  to  p r o d u c e  c o c o a , 
to  e x p a n d  th e  A f r ic a n  p a lm  h a r v e s t ,  to  p r o m o te  s to c k  r a i s in g  a n d  f i s h in g ,  to  s e t  u p  a  r e f r ig e r a te d  
t r a n s p o r t  n e tw o r k  a n d  o t h e r  a c t iv i t ie s .
A  p r o g r a m m e  w h ic h  in c lu d e s  a  g r a d u a l  d im i n u t io n  o f  e x p o r t  ta x e s  o n  b a n a n a s 2 t o g e t h e r  w i th  a  
r e a d ju s tm e n t  in  t h e  i n t e r n a t io n a l  p r ic e  w a s  p u t  in to  e ffe c t w i th  t h e  a im  o f  p r o v id in g  s u p p o r t  f o r
1 Under this agreement, the country received the company’s land holdings and installations, as well as the pott and railway infrasttucture 
and other facilities and equipment, altogether valued at approximately Î20 million colones. In turn, the company withdrew part of its equipment 
and obtained compensation amounting to 102 million colones, paid in cash.
' In 1985 this tax was lowered from USS 0.70 to USS 0.55 per crate of bananas exported, and will fall to USS 0 15 in 1989. The reason for 
the gradual diminution is the considerable importance of this tax in fiscal income.
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p r o d u c e r s  a n d  im p r o v i n g  t h e i r  c o m p e t i t i v e n e s s  o n  e x t e r n a l  m a r k e t s .  A t  t h e  s a m e  t im e ,  a  f u r th e r  
p r o g r a m m e  o f  te c h n o lo g ic a l  a s s i s t a n c e  w a s  p u t  in to  o p e r a t i o n  a n d  a n  e m e r g e n c y  p l a n  w a s  a p p l ie d  to  
p r o v i d e  a s s i s t a n c e  f o r  t h e  A t l a n t i c  c o a s ta l  a r e a s  a f fe c te d  b y  t h e  h u r r i c a n e .
In  t h e  c a s e  o f  s u g a r  c a n e ,  b o th  p r o d u c t io n  ( -8 % )  a n d  p e r - h e c t a r e  y ie ld s  d e c l in e d  a s  a  r e s u l t  o f  
t h e  r i s e  in  t h e  p r i c e s  o f  i n p u t s  a n d  la b o u r  t o g e t h e r  w i th  t h e  p r e v a i l i n g  u n c e r ta in ty  o n  th e  
i n t e r n a t io n a l  m a r k e t  w i th  r e g a r d  to  q u o ta s  a n d  p r i c e s  f o r  t h e  p r o d u c t .  T h e s e  u n f a v o u r a b le  fa c to rs  
w e r e  c o m p o u n d e d  b y  t h e  s c a rc ity  o f  c r e d i t  a n d  t h e  in c r e a s e  in  i n t e r e s t  r a te s .  T h e s e  a ffe c te d  b o th  t h e  
p l a n t i n g  o f  s u g a r  c a n e  a n d  i ts  p r o c e s s in g  in  t h e  s u g a r  m i l ls .  S u g a r  p r o d u c t io n  th u s  fe ll  b y  1 0 % . O n ly  
t h e  d o m e s t ic  m a r k e t  p r o v id e d  a  s t im u lu s  f o r  th i s  a c t iv i ty , a s  c o n s u m p t io n  r o s e  a n d  t h e  d o m e s t ic  p r ic e  
a ls o  im p r o v e d .  T h e  s u g a r  p r o d u c e r s ' a s s o c ia t io n  a n d  th e  s e m i- S ta te  s u p p o r t  i n s t i t u t i o n  c o n t in u e d  
t h e i r  e f fo r t s  to  c o n v e r t  s u g a r  i n to  a lc o h o l  a n d  to  p r o m o te  i t s  s a le  a b ro a d .
C o c o a  p r o d u c t i o n  a g a in  r o s e  ( 1 7 % ) ,  a s  a  r e s u l t  o f  t h e  in c r e a s e  in  t h e  s u r fa c e  a r e a  u n d e r  
c u l t i v a t io n  ( 1 6 % )  a n d  t h e  r e h a b i l i t a t io n  o f  1 7 0 0  h e c ta r e s .  O th e r  f a c to r s  c o n t r ib u t in g  to  th is  
a c h ie v e m e n t  w e r e  t h e  m a r k e d  in c r e a s e  in  i n t e r n a t io n a l  p r ic e s  ( 2 9 % ) ,g o v e r n m e n t  e f fo r ts  to  p r o v id e  
te c h n ic a l  a s s i s t a n c e  a n d  t h e  in c r e a s e d  u s e  o f  s e le c te d  s e e d s  a n d  h ig h  y ie ld  v a r ie t i e s  a s  w e l l  a s  d is e a s e  
a n d  p e s t  c o n t r o l s .  C o n s id e r a b le  c r e d i t  s u p p o r t  w a s  a ls o  m a d e  a v a i la b le  a n d  w a s  g r a n t e d  w i th  
p a r t i c u la r ly  f a v o u ra b le  r e p a y m e n t  p e r io d s  a n d  c o n d i t io n s .
P r o d u c t io n  o f  a ll  b a s ic  g r a in s  in c r e a s e d ,  p a r t i c u la r ly  s o r g h u m  a n d  b e a n s . M o r e o v e r ,  a  R ic e  
B u r e a u  w a s  s e t  u p ,  a n d  w a s  g iv e n  r e s p o n s ib i l i ty  f o r  a c t in g  a s  a n  in te r m e d ia r y  b e tw e e n  p r o d u c e r s  a n d  
p r o c e s s o r s  a s  w e l l  a s  f o r  c o n t r o l l i n g  d o m e s t i c  su p p ly .
M a iz e  p r o d u c t i o n  in c r e a s e d ,  a lb e i t  a t  a  lo w e r  r a t e  t h a n  in  t h e  p r e v io u s  tw o  y e a r s ,  e s s e n t ia l ly  a s  a  
r e s u l t  o f  t h e  e x p a n s i o n  o f  t h e  su r f a c e  a r e a  u n d e r  c u l t iv a t io n ,  a s  l a n d  w h ic h  h a d  p r e v io u s ly  b e lo n g e d  to  
t h e  f ru i t  c o m p a n y  w a s  t u r n e d  o v e r  to  m a iz e .  T h e  s u p p o r t  p o l ic y ,  w h ic h  a d ju s te d  a n d  u n i f ie d  t h e  p r ic e s  
o f  w h i t e  a n d  y e l lo w  m a iz e ,  w a s  a ls o  in f lu e n tia l .  T h e  w h i t e  m a iz e  h a r v e s t  w a s  l a r g e r  a n d  p a r t  o f  i ts  
s u r p lu s  w a s  u s e d  in  t h e  p r e p a r a t i o n  o f  fo d d e r .
T ab le  2
C O S T A  R IC A : T O T A L  S U P P L Y  A N D  D E M A N D
Indexes : 1980 = 100
P ercen tag e
b reak d o w n
G ro w th  ra tes
1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
T o ta l  su p p ly 86.9 93.5 95.1 134.3 126.3 -9.8 5.0 7.5 1.7
G ross dom estic  p ro d u c t 
at m a rk e t p rices 
Im p o rts  of goods
93.0 99.7 101.3 100.0 100.0 -7.3 2.7 7.3 1.6
and services 69.2 75.1 76.8 34.3 26.3 -19.5 15.0 8.4 2.2
T o ta l  d e m a n d 86.9 93.5 95.1 134.3 126.3 -9.8 5.0 7.5 1.7
D o m estic  dem an d 80.1 87.6 90.5 109.5 98.0 -12.4 6.7 9.3 3.3
G ross d om estic  
in v e s tm e n t 58.0 67.3 72.3 26.6 19.0 -25.5 24.9 16.0 7.5
G ross fixed 
in v e s tm e n t 56.5 71.1 74.8 23.9 17.7 -27.8 4.2 25.9 5.2
C o n s tru c tio n 57.7 69.9 70.2 13.7 9.5 -21.8 -1.9 21.2 0.4
M ach in ery  and 
e q u ip m e n t 54.9 72.9 81.2 10.2 8.2 -35.9 14.3 32.6 11.4
C hanges in stocks 2.7 1.3
T o ta l co n su m p tio n 87.2 94.0 96.2 82.9 79.0 -9.6 3.4 7.9 2.3
G en era l g o v e rn m e n t 89.3 91.2 93.2 18.2 16.8 -2.5 -2.9 2.1 2.2
P riv a te 86.6 94.8 97.0 64.7 62.3 -11.7 5.4 9.5 2.3
E x p o rts  o f  goods 
and services 117.1 119.5 115.7 24.8 28.3 -1.5 0.3 2.1 -3.2
Source: ECLAC, on the basis of figures supplied by the Central Bank of Costa Rica.
"Preliminary figures. Figures for exports of goods and services were obtained from balance-of-payments data expressed in dollars,
converted to constant 1980 values using price indexes calculated by ECLAC for the purpose.
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C O S T A  R IC A : G R O S S  D O M E S T IC  P R O D U C T  B Y  K I N G  O F  
E C O N O M IC  A C T I V IT Y  A T  1980 M A R K E T  P R IC E S
Table 3
Indexes: 1980 =  100
1983 1984 1985"
G ro s s  d o m e s tic  p ro d u c t 93 .0 99.7 101.3
G o o d s 90 .8 100.3 101.5
A g ric u ltu re 104.2 111.8 112.9
M in in g  ~  
M a n u fac tu rin g  }  
C o n s tru c tio n
89.7 100.2 101.9
55.8 68.4 68.7
B a sic  se rv ices 111.9 114.6 113.4
E le c tric ity , g as  and w ate r 
T ra n s p o r t ,  s to rag e  and
135.1 139.3 132.2
c o m m u n ic a tio n s 100.0 102.0 103.8
O th e r  se rv ices  
W h o le sa le  and re ta il t ra d e ,
92 .5 97.4 99 .6
re s ta u ra n ts  and h o te ls  
F in an c ia l in s t i tu t io n s , 
in su ra n c e , real e s ta te
81.9 90.1 93.0
and b u sin e ss se rv ices 103.5 109.5 112.5
O w n e rsh ip  o f  d w e llin g s 103.7 105.5 107.4
C o m m u n ity , social and 
p e rso n a l serv ices 96.9 97.9 98.9
G o v e rn m e n t se rv ices 97.3 97.8 98.7
P e rc e n ta g e  G ro w th  ra te s
b reak d o w n
1980 1985" 1 1983 1984 1985"
100.0 100.0 -7 .3 2.7 7.3 1.6
42 .6 42 .8 10.8 3.1 10.5 1.2
17.8 19.8 -4.7 4.0 7.3 1.0
18.6 18.7 11.4 1.8 11.6 1.7
6.2 4.2 31.9 4.7 22.5 0.4
6.3 7.1 1.0 8.4 2.4 -1 .0
2.1 2.8 4.2 20.3 3.1 -5.1
4.2 4.3 -0 .8 1.5 2.0 1.8
51.0 50.2 -5 .3 1.6 5.3 2.3
20.1 18.4 11.7 3.8 9.9 3.3
11.3 12.6 0.9 2.6 5.8 2.7
6.0 6.4 0.9 1.1 1.7 1.8
19.6 19.2 -3.0 -0 .8 1.0 1.1
15.2 14.8 -2 .9 -1.6 0.5 1.0
Source: ECLAC, on the basis of figures supplied by the Central Bank of Costa Rica. 
"Preliminary figures. Includes livestock, forestry and fishing.
B e a n  p r o d u c t io n  s u s ta in e d  a  s ig n i f ic a n t  r a te  o f  g r o w th  ( 1 0 % )  d e s p i te  th e  fac t t h a t  p ro d u c e r s  
faced  a  d i s c re p a n c y  b e tw e e n  th e  o ffic ia l p r ic e  an d  c o s ts .  S o rg h u m  a ls o  s u s ta in e d  a  v ig o ro u s  r a te  o f  
g r o w t h ,  as a  r e s u l t  o f  th e  d o u b l in g  o f  th e  a r e a  u n d e r  c u l t iv a t io n  a n d  o f  th e  c o n s id e ra b le  in c r e a s e  
( 3 0 % )  in  y ie ld . A ls o  o f  im p o r t a n c e  w a s  th e  g r e a te r  u se  m a d e  o f  th is  p r o d u c t  a s  a  s u b s t i tu te  fo r y e llo w  
m a iz e  in  th e  p r e p a r a t i o n  o f  a n im a l  fe e d , a s  w e ll a s  a n  e n c o u r a g in g  in c r e a s e  in  th e  p r ic e  p a id  to  
p r o d u c e r s .
D u r in g  th e  c o u r s e  o f  th e  y e a r  t h e r e  w as a  c o n t in u in g  d e b a te  o v e r  th e  ro le  w h ic h  th e  S ta te  
r e g u la to ry  a n d  s u p p o r t  i n s t i t u t i o n  fo r  b as ic  a g r ic u l tu r a l  p r o d u c ts  sh o u ld  p la y . T h e  d o m e s t ic  an d  
e x t e r n a l  m a r k e t s  w e r e  a l lo w e d  to  se t th e  p r ic e  o f  r ic e . In  c o n t r a s t ,  o th e r  p r o d u c ts  c o n t in u e d  to  b e  
su b je c t  to  s u p p o r t  p r ic e s .  A s  a  p r e r e q u i s i t e  fo r  th e  p r o v i s io n  o f  e x te r n a l  f in a n c in g ,  th e  I n t e r n a t io n a l  
M o n e ta r y  F u n d  (IM F) a n d  o th e r  b i la te r a l  a g e n c ie s  s t ip u la te d  t h a t  th e  r e g u la to ry  i n s t i t u t i o n 's  d e f ic i t  
s h o u ld  b e  r e d u c e d  so  a s  to  l i g h te n  th e  p u b l ic  s e c to r  d e f ic i t  a s  a  w h o le  an d  t h a t  th e  p o lic y  o f  
i n t e r v e n t io n  in  th e  m a r k e t s  fo r th e s e  p r o d u c ts  sh o u ld  b e  p h a s e d  o u t. T h e  f in a n c ia l  r e a d ju s tm e n t  
w h ic h  th e  i n s t i t u t i o n  w as o b l ig e d  to  c a r ry  o u t  r e s t r i c te d  its  a b il i ty  to  p r o v id e  s u p p o r t  fo r  th e  c r o p ­
f a rm in g  se c to r .
L iv e s to c k  p r o d u c t io n  ro s e  d u e  to  a n  in c r e a s e  in  b o th  d o m e s tic  p r o d u c t io n  a n d  e x p o r ts .  
N e v e r t h e l e s s ,  s to c k  r a i s in g  faced  c r i t ic a l  c i r c u m s ta n c e s  a s  a  r e s u l t  o f  th e  c o n t in u in g  d e c l in e  in  
i n t e r n a t io n a l  p r ic e s ,  t h e  s lu g g is h n e s s  o f  th e  d o m e s t ic  m a r k e t  a n d  th e  a p p l ic a t io n  o f  a n  in a d e q u a te  
a n d  u n s ta b le  c r e d i t  p o lic y . T h is  c o n t in u e d  to  p r o v id e  a  s t im u lu s  fo r th e  d e v e lo p m e n t  o f  d u a l - p u r p o s e  
( m e a t  a n d  d a iry )  c a t t l e ,  w h ic h  w as re f le c te d  in  th e  d e c l in e  in  m e a t  p r o d u c t io n .  V ie w in g  th i s  a s  an  
e m e r g e n c y  s i tu a t io n ,  th e  g o v e r n m e n t  a g re e d  u p o n  a  r e s c h e d u l in g  o f  th e  s e c to r 's  d e b ts  a n d  a n n o u n c e d  
a  r e a c t iv a t io n  p r o g r a m m e  fo r 1986 .
P o u l t ry  f a rm in g  w a s  a ffe c te d  b y  a  s im i la r  c r is is . S la u g h te r in g  r e m a in e d  s t a g n a n t  a n d  e g g  
p r o d u c t io n  d e c l in e d ,  w ith  a  c o n s e q u e n t  in c r e a s e  in  im p o r t s  to  m e e t  d e m a n d . I n  th is  c o n te x t ,  th e  p r ic e -
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r e d u c t io n  p o l ic y  c le a r ly  h a d  q u i te  a  d i f f e r e n t  im p a c t  u p o n  la r g e  e n t e r p r i s e s  t h a n  i t  h a d  o n  th e  
m e d iu m -  a n d  s m a l l - s c a le  p r o d u c e r s .
T h e  s e c to r 's  o t h e r  a r e a s  o f  a c tiv i ty  e v o lv e d  s a t is f a c to r i ly . L u m b e r in g  r e c e iv e d  a  s t im u lu s  f ro m  
t h e  g r o w in g  e x t e r n a l  d e m a n d  f o r  f u rn i tu r e .  F i s h in g  e x p a n d e d  i t s  c a p a c ity  t h a n k s  to  th e  
e n c o u r a g e m e n t  r e c e iv e d  f ro m  th e  g o v e r n m e n t  in  r e c e n t  y e a r s .
N o n - t r a d i t i o n a l  e x p o r t s  su c h  a s  f lo w e rs  a n d  o r n a m e n t a l  p l a n t s  e x p e r ie n c e d  p a r t i c u la r ly  
d y n a m ic  g r o w th .  B e tw e e n  1983  a n d  1985  th e  a r e a  u n d e r  c u l t i v a t io n  d o u b le d ,  w i th  a  s h a r p  in c r e a s e  in  
t h e  a b s o r p t io n  o f  la b o u r . T h is  a c tiv i ty  h a s  b e e n  s t im u la te d  b y  its  h ig h  le v e l  o f  p r o f i t a b i l i ty ,  t h e  
p r o v i s i o n  o f  f isc a l a n d  o t h e r  in c e n t iv e s  a n d  v ig o r o u s  e x t e r n a l  d e m a n d .
T a b le  4
C O S T A  R IC A : I N D IC A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N
G ro w th  ra tes
1975 1980 1983 1984 1985°
1982 1983 1984 1985°
In d e x  o f  a g r ic u ltu ra l  
p ro d u c t io n
(1970  =  100) 123.1 134.9 134.6 143.9 146.1 -7.5 4 .5 6.9 1.5
C ro p  fa rm in g 122.8 131.5 151.5 157.9 155.2 -3.3 9.2 4.2 -1.7
L ivestock 118.5 133.8 121.9 140.2 151.0 -13.8 -2.7 15.0 7.7
F o re stry 139.4 142.9 78.8 83.6 87.3 -21.0 -26.5 6.1 4.4
F ish in g 197.7 270.2 181.2 235 .4 282.5 -12.8 -5.3 29.9 20.0
P r o d u c t io n  o f  m a in
c ro p s
F o r e x p o rt
Coffee 85 106 124 137 140 1.8 7.8 10.4 2.4
B a n an as 1 221 1 108 1 155 1 161 1 021 1.1 0.2 0.5 -12.0
S ugar cane 
C ocoa
2  324 
7
2  516 
5
2  543 
2
2  936 
4







F o r d o m e s tic  c o n su m p tio n
R ice 179 231 247 232 237 -34.3 68.8 -6.1 2.4
M a ize 68 75 94 104 109 -0.6 14.4 10.4 4.7
B eans 15 12 14 21 23 3 2 8 -12.0 44.7 10.2
S org h u m 20 42 32 39 49 -11.7 15.7 23.0 27.2
T obacco 3 2 2 2 2 -23.9 46.3 22.8 -19.8
P la n ta in s 67 90 93 90 91 8.9 -5.1 -3.4 2.0
I n d ic a to r s  o f  l iv e s to c k  
p ro d u c t io n  
A n im a ls  sla u g h te red
C a ttle 128 118 98 125 146 -19.0 -18.2 27.4 16.9
P ig s 10 19 19 23 26 -14.8 5.8 22.3 14.0
P o u ltry 5 5 5 6 6 -17.6 36.6 21.5 0.5
O th e r  p ro d u c tio n
M ilk c 251 308 327 346 375 -4.0 9.8 5.8 8.5
E g g s ' 344 430 278 316 228 -25.3 13.3 13.7 -28.0
I n d ic a to r s  o f  fo re s try  
p r o d u c t io n
W o o d ' 671 687 379 402 420 -26.6 -26.5 6.1 4.4
V o lu m e  o f  fish e ry
p ro d u c t io n 14 19 13 17 20 -12 .9 -5 .3 29 .9 20 .0
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Thousands of tons. 'Millions of litres. Millions of units. 'Thousands of cubic metres.
198
COSTA RICA
C O S T A  R IC A : I N D IC A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
Table 5
G ro w th  ra tes
1980 1983 1984 1985" -
1982 1983 1984 1985"
In d e x  o f  v a lu e  ad d ed  
(1977  =  100) 112.0 99 .9 108.3 111.5 -11 .4 1.2 8.4 2.0
In d e x e s  o f  m a n u fa c tu r in g  
p r o d u c t io n
C o n s u m e r  g o o d s
F o o d s, b ev erag es and  tobacco 116.3 110.2 120.0 125.5 -9.8 1.8 8.9 3.5
Coffee p ro cess in g 134.2 155.3 163.2 2.0 6.7 5.1
M e a t 128.2 100.5 127.2 -23.6 -15.8 26.6
S ugar 104.2 106.0 127.9 -8.8 6.6 20.7
O th e r  foods 117.0 102.7 110.4 -13.0 3.3 7.5
T e x tile s , le a th e r  and 
foo tw ear 105.7 111.9 111.4 110.5 5.4 0.2 -0.4 -0.8
F u rn itu re  and  w ood 118.2 72.5 79.0 86.2 -27.6 -11.9 9.0 9.1
P r in tin g , p u b lish in g  and 
re la ted  in d u s tr ie s 121.6 120.5 129.1 133.9 -19.9 33.5 7.1 3.7
O th e rs 80.7 61.9 68.4 73.5 -14.3 -1.0 10.5 7.4
In te rm e d ia te  g o o d s  
P a p e r  and  p a p e r  p ro d u c ts 145.0 176.1 170.1 165.2 -3.5 23.8 -3.4 -2.9
C h em ica ls  and rubber 123.8 91.4 100.7 100.8 -27.6 0.6 10.2 0.1
P e tro le u m  re fin in g 210.2 165.8 215.4 216.5 -16.6 -11.2 29.9 0.5
N o n -m e ta ll ic  m in e ra ls 128.1 102.4 153.3 157.9 -25.6 22.6 49.7 3.0
M e ta l m a n u fa c tu re s  
an d  m a c h in e ry 138.7 72.3 80.8 85.2 -34 .6 -5.0 11.8 5.5
O th e r  in d ic a to r s  o f  
m a n u fa c tu r in g  p r o d u c t io n  
In d u str ia l c o n su m p tio n  
o f  e lec tric ity  (1970  =  100) 314.7 319.2 352.1 349.66 -6.1 28.1 10.3 -0 .76
E m p lo y m e n t (1968  =  100) 187.6 180.5 186.3 187.2 -1.9 3.8 3.2 0.5
Source: ECLAC, on the basis of figures supplied by the Central Bank of Costa Rica and the Institute for Economic Research of the University of 
Costa Rica, Encuesta de Coyuntura Industrial.
"Preliminary figures. Estimates based on the January-October variation.
i i)  The manufacturing sector. In  c o n t r a s t  w i th  1 9 8 4 , t h e  s e c to r 's  g r o w th  w a s  v e ry  m o d e r a t e  
( 2 % )  a n d  w a s ,  a b o v e  a ll , l in k e d  to  t h e  e x p a n s io n  o f  t h e  d o m e s t i c  m a r k e t  ( s e e  t a b le  5 ). E x p e n d i tu r e s  
a s s o c ia te d  w i th  t h e  p r e - e le c t io n  c a m p a i g n  a ls o  h a d  a  c e r t a in  im p a c t  o n  th e  s e c to r . I n  1985 t h e  le v e l  o f  
e m p lo y m e n t  in  in d u s t r y  r e m a in e d  v i r tu a l ly  s ta b le  w h i le  e le c tr ic i ty  c o n s u m p t io n  d e c l in e d  0 .7 % .4
T h e  in c r e a s e  in  o u tp u t  w a s  c o n c e n t r a t e d  in  fo o d , b e v e r a g e s  a n d  to b a c c o , w h ic h  a r e  o f  
c o n s id e r a b l e  i m p o r t a n c e  in  t h e  s e c to r 's  t o t a l  p r o d u c t io n .  F o r  t h e  s e c o n d  y e a r  in  a  r o w , t h e r e  w a s  a  
m a r k e d  in c r e a s e  in  t h e  p r o d u c t io n  o f  w o o d  a n d  f u r n i tu r e  ( 9 % ) ,  d u e  to  t h e  s a t is fa c to ry  e v o lu t io n  o f  
d o m e s t i c  d e m a n d  a s  w e l l  a s  to  in c r e a s e d  s a le s  o f  f u r n i tu r e  o n  o u t s id e  m a r k e t s .  M e ta l  m a n u f a c tu r e s  
a n d  m a c h in e r y  a lso  a t t a in e d  a  h i g h e r  le v e l  o f  g r o w th  t h a n  t h a t  o f  in d u s try  a s  a  w h o le .
O n  t h e  o t h e r  h a n d ,  p e t r o l e u m  r e f in in g  d e c l in e d  — p a r t i c u la r ly  d u r in g  t h e  f i r s t  s e m e s te r —  a s  
d id  t e x t i l e s ,  l e a th e r ,  f o o tw e a r  a n d  c lo th in g .  I n  t h e  c a se  o f  t h e  l a t t e r ,  a  d e t e r m i n in g  f a c to r  w a s  th e  
s h r in k a g e  in  C e n t r a l  A m e r i c a n  d e m a n d .
’In accordance with the country’s electoral legislation, the Supreme Board of Elections approved the transfer of almost 500 million 
colones to political parties for the payment of political debts alone. Production and sales of plastic, paper and cardboard products as well as 
transport services and other rypes of electoral support activities also increased.
’January-October figures compared with the same period of the previous year.’
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T h e  p r o g r e s s iv e  in c r e a s e  in  re a l w a g e s ,  p a r t i c u la r ly  in  th o s e  o f  th e  lo w e s t - in c o m e  s e c to r s ,  an d  
th e  g r a d u a l  d e c l in e  in  th e  r a te  o f  u n e m p lo y m e n t  h e lp e d  to  e x p a n d  th e  d e m a n d  fo r  m a n u f a c tu r e d  
g o o d s . E n t r e p r e n e u r s ,  fo r  t h e i r  p a r t ,  s h o w e d  a c e r ta in  a b il i ty  to  a d a p t  to  th e  c u r re n c y  s h o r ta g e  b y  
s u b s t i t u t in g  d o m e s t ic  in p u t s  fo r  i m p o r t e d  o n e s .
i i i)  The construction sector. F o l lo w in g  th e  e x t r a o r d in a r y  g r o w th  r e c o rd e d  in  1 9 8 4 , th is  s e c to r  
s t a g n a te d  ( s e e  ta b le  6 ) . T h is  w a s  th e  r e s u l t  o f  a  le s s e n in g  o f  th e  s e c to r 's  d y n a m is m  a n d  o f  a  c u tb a c k  in  
p u b l ic  c o n s t r u c t io n  r e s u l t in g  f ro m  th e  p r o g r a m m e  to  c o n t r o l  th e  fisca l d e fic it.
T h e  to ta l  su r fa c e  a r e a  fo r  w h ic h  c o n s t r u c t io n ,  e x t e n s io n  a n d  r e m o d e l in g  p e r m i t s  w e r e  g r a n te d  
s h r a n k  b y  2 % .  In  a  s im i la r  t r e n d ,  th e  s e c to r 's  r a te s  o f  u n e m p lo y m e n t  h a d  r i s e n  a g a in  a s  o f  M a rc h .
A p p a r e n t l y ,  th e  b e h a v io u r  o f  th e  p r iv a t e  s e c to r  w a s  d u e  to  a  s ig n i f ic a n t  r is e  in  th e  c o s ts  o f  
i n p u t s  a n d  la b o u r ,  a s  w e ll  a s  m o r e  e x p e n s iv e  c r e d i t ,  a l l ie d  w i th  th e  d e c l in e  in  th e  a v a i la b i l i ty  o f  fu n d s  
w h ic h  p r e v a i l e d  fo r  s o m e  t im e .
iv ) The electricity sector. S ig n if ic a n t ly  le s s  e le c tr ic i ty  w a s  g e n e r a t e d  th a n  d u r in g  th e  1 9 8 3 -1 9 8 4  
b i e n n iu m  ( s e e  ta b le  7 ). E le c t r ic i ty  e x p o r t s  a ls o  s h r a n k  d r a m a t ic a l ly  ( -8 5 % )  a s  a  r e s u l t  o f  th e  
s u s p e n s io n  o f  p u r c h a s e s  b y  H o n d u r a s  w h e n  its  o w n  "E l C a jó n "  p o w e r  s t a t i o n  w e n t  in to  p r o d u c t io n .
v )  Other sectors. A  m a r k e d  r e v iv a l  o c c u r r e d  in  m in in g  a f te r  tw o  y e a r s  o f  s h a r p  c o n t r a c t io n  ( s e e  
ta b le  8 ). G o ld  e x t r a c t io n  r e s u m e d  its  h ig h  r a te s  o f  g r o w th  fo l lo w in g  th e  p lu n g e  w h ic h  o c c u r re d  in  
1 9 8 3 -1 9 8 4 . T h e  C e n tr a l  B a n k  se t  h ig h e r  p r ic e s  t h a n  th o s e  o n  th e  i n t e r n a t io n a l  m a r k e t  w i th  th e  a im  o f  
s t im u la t in g  p r o d u c t io n .
T ab le  6
C O S T A  R IC A . C O N S T R U C T I O N  IN D IC A T O R S
G ro w th  ra te s
1980 1983 1984 1985° ------------------------------------------------------------
1982 1983 1984 1985°
A re a  c o n s tru c te d  
( th o u sa n d s  o f  m 2)
T ota l
D w ellin g s
C e m e n t p r o d u c t io n '
T ota l
Sales for d o m e s tic  c o n su m p tio n  
In d e x e s
P ric es o f  basic in p u ts  and o f  
lab o u r ( 1 9 7 6 =  100)
In  h o u s in g  c o n s tru c tio n  
In  b u ild in g  c o n s tru c tio n  
A v e ra g e  real w ag e  
(1977  =  100)
R a te s  o f  u n e m p lo y m e n t 
T otal*
M a rc h
July
N o v e m b e r
O p en
M a rc h
July
N o v e m b e r
1 300 1 0 2 4 1 2 2 2 1  200 -12.1 5 .2 19.3
1 016 745 960 -10.0 -4.5 28.9
4 3 1 322 4 6 8 4 7 8 -42.2 -3.9 45.3













114.8 91 .6 99 .6 109.8e -22.4 20 .8 8.7
10.5 21.4 18 .6 23.3
11.4 20.0
14.4 14.7 19 .6
5 .7 14.5 12.3







Source: ECLAC, on the basis of figures provided by the Statistics and Census Bureau of Costa Rica, the Ministry of Labour and Social Security, 
and the Central Bank of Costa Rica.
"Preliminary figures. Based on permits granted for construction, extension and remodeling. cThousands of tons. Based on
the annual average of figures provided by national household, employment and unemployment surveys carried out in the months of March, July 
and November each year. 'Based on figures as of November, AEstimated up to November of the year in question. including 
open unemployment and equivalent unemployment (underemployed population expressed in terms of open unemployment).
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C O S T A  R IC A : E L E C T R IC IT Y  G E N E R A T I O N , 
C O N S U M P T I O N  A N D  E X P O R T S
Table 7
M illio n s o f  k W h  G ro w th  ra tes
Jan.-iOct.
1981 1982 1983 1984 1985°
1984 1985°
1981 1982 1983 1984 1985°
G e n e ra tio n 2  305 2  411 2  860 3 011 6.9 4 .6 18.6 5.3
H y d ro e lec tr ic 2  275 2  377 2  817 2  966 2  758 7.8 4.5 18.5 5.3 -7.0
T h erm a l 30 34 43 45 -36.3 14.5 26.5 5.4
C o n s u m p tio n 2  029 2  060 2  203 2  345 1 937 2  039 7.7 1.5 6.9 6.5 5.3
R e sid en tia l 898 945 1 007 1 053 872 927 6.5 5.2 6.6 4.6 6.3
In d u str ia l 628 532 610 673 558 554 1.7 -15.1 14.5 10.3 -0.7
P ublic  lig h tin g 67 74 74 77 64 68 44 .9 9.2 0.5 4.0 6.2
C o m m erc ia l ' 436 509 512 542 444 491 16.0 16.7 0.6 5.6 10.6
E x p o rts - 108 477 415 60 365 55 - - 343.4 -13.0 -85 .5
C o n s u m p tio n  
p lu s  e x p o r ts 2  029 2  168 2  680 2  761 2  301 2  094 7.8 6.8 2 3 .6 3.0 -9 .0
Source: ECLAC, on the basis of figures provided by the Costa Rican Institute of Electricity (ICE) and by the Central Bank of Costa Rica. 
"Preliminary figures. h Based on the period January-October of each year. 'Including electricity consumed in ICE construction
projects.
T ab le  8
C O S T A  R IC A : I N D IC A T O R S  O F  M I N I N G  P R O D U C T I O N
G ro w th  ra tes
1975 1980 1983 1984 1985°
1982 1983 1984 1985°
In d e x  o f  m in in g  a c tiv ity  
(1982  =  100)' 92 .2 83.1 122.0 72.1 -7 .8 -9.9 4 6 .8
P r o d u c t io n  in d e x  o f  so m e  
im p o r ta n t  m in e ra ls  
(1982 =  100)
G old ex trac tio n " 78.7 60.4 109.0 97.2 -21.3 -23.3 80.5
E x tra c tio n  o f  s to n e , 
clay and sand 151.6 185.5 147.6 171.2 153.6 -15.0 47 .6 16.0 -10.3
Salt m in in g 75.2 88.1 155.8 196.8 215.4 103.3 55.8 26.3 9.5
Source: ECLAC, on the basis of figures provided by the Central Bank of Costa Rica.
"Preliminary figures. h Based on the gross value of product ion, at 1982 prices. c Based on direct purchases by the Central Bank of Costa 
Rica.
A s  a  r e s u l t  o f  t h e  s lu m p  in  e le c tr ic i ty  g e n e r a t i o n ,  b a s ic  s e rv ic e s  s ta g n a te d .  T h e  g r o w th  r a te  o f  
b u s in e s s ,  f in a n c ia l  a n d  in s u r a n c e  s e rv ic e s  d r o p p e d  to  3 %  in  th e  face  o f  th e  o v e r a l l  s lu g g i s h n e s s  o f  
e c o n o m ic  a c tiv i ty  ( s e e  ta b le  3).
c) Employment and unemployment
T h e  a v a i la b le  i n d ic a to r s ,  w h ic h  o n ly  p r o v id e  p a r t i a l  c o v e r a g e ,  r e v e a l  t h a t  d u r in g  th e  c o u r s e  o f  
th e  y e a r  o p e n  a n d  e q u iv a le n t  u n e m p lo y m e n t  c o n t in u e d  to  d e c l in e  b o th  in  u r b a n  a n d  ru ra l  a r e a s  ( s e e  
ta b le  9 ) . N e v e r t h e l e s s ,  i t  is  l ik e ly  t h a t  th e s e  f ig u re s  fa il to  in c lu d e  th e  p r o b a b le  c o n s e q u e n c e s  o f  th e  
d r a w n - o u t  c o n f l ic t  w h ic h  to o k  p la c e  in  th e  b a n a n a - p r o d u c in g  z o n e  o n  th e  S o u th  P a c if ic  co as t.
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S e a s o n a l  v a r i a t i o n s  s h o w e d  a  n u m b e r  o f  c h a n g e s .  I n s te a d  o f  t h e r e  b e in g  a  d e c l in e  in  
u n e m p l o y m e n t  in  t h e  t h r e e  su rv e y  m o n t h s  ( M a r c h ,  Ju ly  a n d  N o v e m b e r ) ,  a  s l ig h t  in c r e a s e  w a s  
r e c o r d e d  in  Ju ly .
T h e  i m p r o v e m e n t  in  e m p l o y m e n t  w a s  l in k e d  to  a  g r e a t e r  u s e  o f  la b o u r  a n d  d e c r e a s e d  u s e  o f  
m a c h in e r y  a n d  e q u ip m e n t .  H o w e v e r ,  s in c e  t h e  n u m b e r  o f  e m p lo y e d  r o s e  ( 5 .1 % )  m o r e  t h a n  th e  
d o m e s t ic  p r o d u c t  ( 2 % ) ,  t h e  c o n c lu s io n  to  b e  d r a w n  is  t h a t  a v e r a g e  p r o d u c t iv i ty  d e c l in e d  o v e r  th e  
p e r io d .
H i g h e r  r a t e s  o f  o p e n  u n e m p l o y m e n t  p r e v a i l e d  in  u r b a n  a r e a s  a s  w e ll  a s , in  a ll  p r o b a b i l i ty ,  
i n c r e a s in g  u n d e r - e m p l o y m e n t ,  w h ic h  w a s  c o n c e n t r a t e d  w i t h i n  t h e  in f o rm a l  e c o n o m y . O n  th e  o th e r  
h a n d ,  t h e  c o e f f ic ie n ts  o f  e q u iv a l e n t  u n e m p l o y m e n t  w e r e  g r e a t e r  in  r u r a l  a r e a s ,  m a in ly  d u e  to  th e  
e ffe c t o f  c r o p - f a r m in g  cy c le s .
B e  th i s  a s  i t  m a y , t h e  g r a d u a l  d e c l in e  in  u n e m p l o y m e n t  h e lp e d  e n s u r e  so c ia l  s ta b il i ty  a n d  
m a i n t a i n  d o m e s t i c  d e m a n d  a s  a  s t im u lu s  to  e c o n o m ic  a c tiv ity .
3. T h e  e x t e r n a l  s e c to r
a )  Introduction
A s  h a s  b e e n  t h e  c a s e  s in c e  1 9 8 0 , t h e  e x t e r n a l  s e c to r  c o n t in u e d  to  b e  t h e  d e t e r m i n in g  f a c to r  in  
b o th  e c o n o m ic  p o lic y  a n d  t h e  p r o d u c t io n  p r o c e s s  in  s p i t e  o f  t h e  e f fo r ts  u n d e r t a k e n  to  a t t e n u a t e  t h e  
d i s e q u i l ib r i a  a f fe c t in g  i t .
T a b le  9.
C O S T A  R IC A : E V O L U T IO N  O F  E M P L O Y M E N T  A N D  U N E M P L O Y M E N T
1982 1983 1984" 1985
No- No- No- No-
M arch July vem- M arch July vem- March vem- March July" vem-
ber ber ber ber
T housands o f  persons 
Labour force 825 838 884 812 844 877 835 884 868 888 925
Employm ent 746 760 826 739 768 827 770 840 813 829 872
Unem ploym ent 79 79 58 73 76 50 65 44 55 59 53
U nem ploym ent rates’ 21.3 23.8 20.2 20.1 19.9 14.3 16.8 1.3.3 14.5
Open 9.5 9.4 6.6 9.0 9.0 5.7 7.8 5.0 6.3 6.6 5.7
Rural 8.7 8.3 4.4 8.2 8.7 4.8 7.6 4.8 5.9 6.1 5.1
U rban 10.4 10.5 8.9 9.9 9.3 6.7 7.9 5.2 6.7 7.1 6.4
Central Valley 10.4 10.6 8.9 9.5 8.7 6.1 7.8 4.3 6.0 6.6 5.7
M etropolitan area 10.7 11.3 9.4 9.7 7.3 7.9 5.2 6.3 7.4 5.9
Equivalent 11.8 14.4 13.6 11.1 10.9 8.6 9.0 8.3 8.2
Rural 13.5 11.7 14.8 13.6 12.5 9.8 10.7 9.5 9.8
Urban 10.2 16.8 12.3 8.7 9.1 7.3 7.3 7.1 6.5
Central Valley 9.4 11.8 12.5 10.7 8.8 7.1 8.0 7.4 6.9
M etropolitan area 9.1 10.9 11.2 7.9 6.3 6.8 6.5 5.9
P artic ipa tion  ra te ’ 35.8 36.1 37.8 34.4 35.5 36.6 34.6 36.1 35.1 35.6 48.7
Indexes 
Labour force 141.0 143.2 151.1 138.8 144.2 1499 142.7 151.6 148.8 151.6 158.1
Employm ent 137.6 140.1 152.4 1.363 141.5 152.5 142.1 155.0 150.0 153.0 160.8
Unem ploym ent 183.3 182.8 134.8 170.7 177.3 116.8 151.2 102.3 127.9 137.2 123.3
Source: liCLAC, on the basis of figures supplied by the Ministry of Labour and Social Security and by the Statistics and Census Bureau. 
"The survey corresponding to July was not carried out. Preliminary figures obtained by a manual count. 'Unemployment as a
percentage of the labour force. J Percentage of the labour force represented by the underemployed population expressed in terms of open 
unemployment. 'Labour force as a percentage of toral population. Based on rhe May 1973 census.
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C O S T A  R IC A : E V O L U T IO N  O F  E X C H A N G E  R A T E S
Table 10
A n n u a l and 
q u a rte rly
N o m in a l ex ch an g e  ra te s  
(co lones p e r  do lar)
In d ex es  o f  effective real 
ex ch an g e  rate"
av erag es E x p o rts Im p o r ts E x p o rts Im p o rts
1975 8.57 8.57 106.9 104.0
1976 8.57 8.57 104.0 101.1
1977 8.57 8.57 105.4 102.3
1978 8.57 8.57 106.7 105.5
1979 8.57 8.57 102.6 100.1
1980 9.20 9.27 100.0 100.0
1981 21.15 20.01 147.4 143.2
1982 38.62 39.23 136.1 131.2
1983 42 .24 42.16 122.6 114.5
1984 44 .53 44.51 129.1 118.5
1985 50.62 50.62 141.5 126.7
1982
I 36.24 35.04 158.3 156.9
II 36.45 39.77 138.7 133.5
III 40 .14 40 .3 0 125.0 117.9
IV 41 .64 41.81 122.4 116.4
1983
I 41 .64 41 .96 118.8 112.2
II 41 .69 4 1 .7 8 120.4 112.5
III 4 2 .70 42 .07 125.9 116.5
IV 42 .93 4 2 .84 125.2 116.7
1984
I 4 3 .40 4 3 .40 125.2 117.1
II 43 .53 43 .53 127.0 117.8
III 44 .23 4 4 .1 3 129.3 117.4
IV 46 .9 8 4 6 .98 135.0 121.7
1985
I 48 .3 0 4 8 .30 119.8 116.4
II 49 .49 4 9 .49 132.1 122.6
III 51.27 51.27 149.5 129.3
IV 53.42 53.42 164.5 138.5
Source: ECLAC, on the basis of data supplied by the International Monetary Fund, International Financial Statistics.
"Average of the indexes of the real exchange rate of the colón in relation to the currencies of the main countries with which Costa Rica trades, 
weighted by the relative importance of exports to those countries or imports from them as appropriate. Between 1975 and 1979 the weightings 
correspond to the average for these years and as from 1980, to the average for the period 1980-1983 wholesale price indexes were primarily 
used in the calculations. For the methodology and sources used, see the technical appendix to the Economic Survey of Latin America 
1981. 'Exchange rates supplied by the Central Bank of Costa Rica except from 1984 onwards, when data supplied by the IMF was used. Up
to September 1980, the official rate is given. As from October 1980, figures correspond to exchange rates weighted on the basis of the real 
transactions carried out on the different markets.
T h e  t r a d e  b a la n c e  p r o d u c e d  a  s im i la r  r e s u l t  to  t h a t  o f  th e  p r e v io u s  y e a r ,  b u t th e  c u r r e n t  a c c o u n t  
d e f ic i t  a g a in  ro se  a s  a  r e s u l t  o f  th e  in c r e a s e  in  fa c to r  p a y m e n ts  — e s s e n t ia l ly ,  i n t e r e s t  p a y m e n t s  o n  th e  
e x te r n a l  d e b t—  a n d  th e  s t a g n a t io n  o f  in c o m e  f ro m  e x p o r t s .
F a c to r  p a y m e n ts  a c c o u n te d  fo r  9 0 %  o f  th e  d e f ic i t  o n  c u r r e n t  a c c o u n t ,  w h ic h  in  tu r n  w a s  
e q u iv a l e n t  to  3 0 %  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s .
T h e  f lo w  o f  e x te r n a l  fu n d s  p la y e d  a n  im p o r t a n t  r o le ,  s in c e  it  m a d e  it  p o s s ib le  to  c o v e r  th is  
d e f ic i t  a n d  e v e n  to  in c r e a s e  i n t e r n a t io n a l  r e s e r v e s .  N e v e r t h e l e s s ,  th e  a b il i ty  to  c o v e r  th e  im b a la n c e  
in c r e a s in g ly  d e p e n d e d  u p o n  u n r e q u i te d  o ffic ia l t r a n s f e r .p a y m e n t s ,  th e  r e c u r r e n t  r e n e g o t i a t i o n  o f  
d e b t  s e rv ic in g  an d  th e  f in a n c in g  w h ic h  w a s  b e in g  p r o v id e d  b y  m u l t i la te r a l  a n d  b i la te r a l  a g e n c ie s  o n  
in c r e a s in g ly  s t r i n g e n t  te r m s .
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b) T ren d s  in  th e  e x c h a n g e  ra te
F o l lo w in g  t h e  e s t a b l i s h m e n t  o f  a  s in g le  e x c h a n g e  r a t e  in  1 9 8 3 , t h e  r e a d ju s tm e n t  o f  th e  c o lo n  
h a s  b e e n  b a s e d  o n  g u id e l in e s  a g r e e d  u p o n  w i th  i n t e r n a t io n a l  a n d  b i l a te r a l  f in a n c ia l  a g e n c ie s ,  w i th  t h e  
f u n d a m e n ta l  a im  o f  p r o m o t i n g  e x p o r t s .  H o w e v e r ,  t h e  e v o lu t io n  o f  t h e  e x c h a n g e  r a t e  d u r in g  1985 
w a s  m o r e  c lo se ly  l in k e d  to  f a c to r s  o n  t h e  e x c h a n g e  m a r k e t ,  in  p a r t i c u l a r  p r iv a t e - s e c to r  d e c is io n s ,  t h a n  
to  v a r i a t i o n s  in  t h e  p r i c e s  o r  t h e  c o m p e t i t i v e n e s s  o f  e x p o r t s  ( s e e  t a b le  10).
C o n s e q u e n t ly ,  t h e  d e v a lu a t io n  w h ic h  to o k  p l a c e  in  1985 w a s  m o r e  t h a n  a d e q u a te  to  e n s u r e  
s a t is f a c to ry  c o n d i t i o n s  f o r  e x p o r t e r s .  I t  is  a lso  c o n s id e r e d  to  h a v e  le d  to  a n  e x c e s s iv e  r i s e  in  t h e  c o s t  o f  
i m p o r t s  a n d  to  h a v e  h e lp e d  to  fu e l in f la t io n  a n d  d i s t o r t  t h e  c o s t  s t r u c tu r e  so  t h a t  i t  f a v o u rs  o th e r  
c o u n t r i e s  r a t h e r  t h a n  n a t io n a l  d e v e lo p m e n t .
c) M e rc h a n d ise  tra d e
i )  Exports o f  goods. E x p o r t s  s h r a n k  in  v a lu e  ( -0 .5 % )  f o l lo w in g  t h e  m a r k e d  in c r e a s e  d u r in g  th e  
p r e v io u s  y e a r  ( se e  ta b le  11). T h is  r e s u l t  w a s  d u e  to  t h e  c o n s id e r a b le  d e c l in e  in  t r a d e  w i th  t h e  r e s t  o f  
C e n t r a l  A m e r ic a ,  s in c e  e x p o r t s  to  t h e  r e s t  o f  t h e  w o r ld  in c r e a s e d  ( 7 % )  ( s e e  t a b le  12). T h e  s lu m p  
a f fe c tin g  e x p o r t s  s e e m e d  to  b e  t h e  r e s u l t  o f  tw o  s h o r t - t e r m  fa c to rs :  t h e  d i s c o u ra g in g  o u t lo o k  o n  th e  
C e n t r a l  A m e r i c a n  m a r k e t  a n d  th e  l im i te d  a n d  e r r a t i c  g r o w t h  o f  n o n - t r a d i t i o n a l  e x p o r t s  to  o u t s id e  
m a r k e t s .
P r ic e s  o f  c o ffe e  e x p o r t s  r e m a i n e d  s ta b le  t h r o u g h o u t  m o s t  o f  t h e  p e r io d ,  e v e n  th o u g h  th e r e  w a s  
a  s l ig h t  i m p r o v e m e n t  in  p r i c e s  o n  m a r k e t s  n o t  in c lu d e d  in  t h e  q u o ta . T h e  v a lu e  o f  s a le s  w a s  1 7 %  
h i g h e r  t h a n k s  to  a  m a r k e d  in c r e a s e  in  v o lu m e .  A  s ig n i f ic a n t  d e c l in e  o c c u r r e d  in  p r e - h a r v e s t  c r e d i t  
d u r in g  th e  y e a r .
W i t h  r e g a r d  to  b a n a n a s ,  t h e r e  w a s  a  s h a r p  c o n t r a c t io n  in  t h e  v o lu m e  so ld  ( 1 4 % ) ,  a s  a  r e s u l t  o f  
w h ic h  t h e  v a lu e  o f  e x p o r t s  d e c l in e d  b y  1 2 % . P r ic e s  c o n t in u e d  to  d e t e r i o r a t e ,  r e f le c t in g  a  m e d i u m ­
t e r m  t r e n d  m a in ly  c a u s e d  b y  t h e  r o le  p la y e d  b y  c o u n t r i e s  su c h  a s  E c u a d o r  a n d  C o lo m b ia  in  t h e  
i n t e r n a t io n a l  m a r k e t ,  a n d  b y  in a d e q u a te  p o lic y  c o - o r d in a t io n  w i t h i n  U BEC
M e a t  a n d  l iv e s to c k  e x p o r t s  r o s e  b y  a lm o s t  1 3 % ,  t h a n k s  to  u n u s u a l ly  h i g h  s a le s  to  M e x ic o  d u r in g  
t h e  f i r s t  q u a r t e r  f o r  w h ic h  th e  c o u n t r y  r e c e iv e d  s l ig h t ly  h i g h e r  p r ic e s  t h a n  th o s e  o n  th e  i n t e r n a t io n a l  
m a r k e t .
T a b le  11
COSTA RICA: MAIN FOREIGN TRADE INDICATORS (GOODS)
1980 1981
Growth rates
1982 1983 1984 1985°
E x p o rts
V alu e 6.2 0.2 -13.3 -1.9 9.4 -0.5
V olum e -8.3 11.4 -8.6 1.5 4.2 -3.4
U n it  va lue  
Im p o rts
15.9 -10.1 -5.1 -3.3 5.0 3.0
V alu e 9.4 -20.7 -26.2 11.6 10.1 0.8
V o lu m e -6.1 -24.0 -23.9 18.6 11.8 4.4
U n it  value 16.5 4.3 -3.0 -5.9 -1.5 -3.4
T e rm s o f  tra d e 0.2 -14.2




P u rc h a s in g  p o w er o f
ex p o rts 100.0 95 .6 84.8 87.8 96.0 98.4
V o lu m e o f  e x p o rts 100.0 111.4 101.8 103.3 107.7 103.9
T e rm s o f  tra d e 100.0 85.8 83.3 85.0 89.2 94.7




C O S T A  R IC A : E X P O R T S  O F  G O O D S , F O B
Table 12
M illions o f  do llars . . . 0 G ro w th  rates
b reak d o w n
1983 1984 1985” 1975 1980 1985” 1982 1983 1984 1985”
T o ta l 853 933 928 100.0 100.0 100.0 -13 .3 -1 .9 9.4 -0.5
To th e  re s t o f  
C en tra l A m erica 187 193 135 21.9 20.7 14.5 -29.7 12.0 3.2 -30.1
To th e  re s t o f  th e  
w o rld 666 740 793 78.1 79.3 85.5 -8.1 -5.3 11.1 7.2
M a in  a g r ic u l tu ra l
p r o d u c ts 527 571 574 67.5 60 .0 61 .8 -8 .2 -1 .9 8.3 0.5
Coffee 230 265 309 19.6 26.2 33.3 -1.3 -3.0 15.2 16.6
B a n an as 241 229 201 29.2 27.5 21.6 1.5 5.7 -5.0 -12.2
M e a t and livestock 31 47 53 7.8 3.5 5.7 -28.5 -41.5 51.6 12.8
S ugar 24 29 10 9.8 2.7 1.1 -60.5 41.2 20.8 -65.5
C ocoa 1 1 1 1.1 0.1 0.1 -11.1 -50.0 - -
O th e rs 326 362 354 32.5 40 .0 38.2 -20 .3 -1 .9 11.0 -2 .2
Source: ECLAC, on the basis of figures provided by the Centra! Rank of Costa Rica and the Statistics and Census Bureau. 
"Preliminary figures.
T h e  d r o p  in  t h e  m o s t  r e c e n t  s u g a r - c a n e  h a r v e s t  t o g e t h e r  w i th  t h e  lo w e r  y ie ld  f ro m  its  
p r o c e s s in g  a n d , a b o v e  a ll, t h e  u n f a v o u r a b le  c o n d i t io n s  p r e v a i l i n g  o n  t h e  e x t e r n a l  m a r k e t  le d  to  a  
p l u n g e  in  s u g a r  e x p o r t s  ( 6 5 % ) .  T h e  U n i t e d  S ta te s ' d e m a n d ,  w h ic h  in  1 9 8 3 -1 9 8 4  h a d  b e e n  7 3  0 0 0  
to n s ,  fe ll to  3 9  0 0 0  t o n s ,  le a d in g  to  a  d r o p  in  in c o m e  f ro m  U S $  21 m i l l io n  to  U S $  9  m i l l io n .  T h e  
s u b s t i t u t io n  o f  c o r n  s y r u p  f o r  s u g a r  in  t h e  U n i t e d  S ta te s  c o n s t i t u t e s  t h e  m a in  r e a s o n  f o r  th i s  
p h e n o m e n o n .  M o r e o v e r ,  p r i c e s  fe ll o n  b o th  t h e  N o r t h  A m e r ic a n  a n d  t h e  f re e  m a r k e t s .
A  c o n s id e r a b le  a m o u n t  o f  t h e  s u g a r  s u r p lu s  w a s  t r a n s f o r m e d  in to  a lc o h o l. E a r n in g s  f ro m  its  
s a le  a m o u n te d  to  a p p r o x im a te ly  U S $  5 m i l l io n  a n d  s a le s  v o lu m e  to ta l l e d  a lm o s t  15 m i l l io n  l i t re s .  
S in c e  t h e  p r ic e  o f  a lc o h o l  i s  t h r e e  t im e s  h ig h e r  t h a n  t h a t  o f  s u g a r ,  m a jo r  e f fo r ts  w e r e  u n d e r t a k e n  to  
s t r e n g t h e n  th e s e  e x p o r t s .
S in c e  1 9 8 4 , t h e  s a le  o f  o t h e r  n o n - t r a d i t i o n a l  g o o d s  o n  m a r k e t s  o u t s id e  C e n tr a l  A m e r ic a  h a s  
b e e n  p r o m o te d  b y  m e a n s  o f  t h e  c r e a t io n  o f  i n s t i t u t i o n a l  m e c h a n is m s ,  in c lu d in g  e x p o r t  c o n t r a c t s  
p r o v i d in g  th e  p r o d u c e r  w i th  fa c i l i t ie s ,  s u p p o r t  a n d  g u a r a n t e e s .5
M o r e o v e r ,  a  c u s to m s  s y s te m  p r o v id in g  fo r  t e m p o r a r y  a d m is s io n  h a s  b e e n  b r o u g h t  in to  
o p e r a t i o n  w h ic h  c o m p le m e n t s  t h e  f a c i l i t ie s  e s ta b l is h e d  b y  c u s to m s  le g is la t io n .  I t  is  t h u s  p o s s ib le  fo r  
t h o s e  g o o d s , s a m p le s ,  p a t t e r n s ,  e q u i p m e n t  a n d  o t h e r  i te m s  r e q u i r e d  to  s t im u la t e  a n d  f a c i l i ta te  
p r o d u c t io n  f o r  e x p o r t  to  e n t e r  t h e  c o u n try  t a x - f r e e ,  i f  t h e  p r o p e r  c u s to m s  d e p o s i t  is  m a d e .
S h e l l f is h  r e p r e s e n t e d  a lm o s t  3 0 %  o f  t h e  v a lu e  o f  n e w  ty p e s  o f  e x p o r t s ,  w h i le  w o o d  p r o d u c ts  
c o n s t i t u t e d  9 %  a n d  f lo w e rs  a n d  o r n a m e n t a l  p l a n t s  3 2 % . S a le s  o f  t h e  l a t t e r  i t e m s  in c r e a s e d  b y  a lm o s t  
5 0 %  o v e r  t h e  U S $  12  m i l l io n  r e c o r d e d  t h e  p r e v io u s  y e a r .
C r o s s - b o r d e r  s u b c o n t r a c t in g  s e rv ic e s  r e p r e s e n t e d  a  s ig n i f ic a n t  s h a r e  o f  s a le s  o f  n o n - t r a d i t i o n a l  
p r o d u c t s  a b ro a d . T h e  c o u n t r y  p o s s e s s e d  le g i s la t io n  to  p r o m o te  th i s  t y p e  o f  a c tiv ity  s in c e  1 9 7 2 , b u t  it 
r e c e iv e d  a  f u r th e r  s t im u lu s  in  198 4  f ro m  th e  l ib e r a l iz a t io n  o f  c u s to m s  c o n t r o ls .  A s  a  r e s u l t  o f  th i s ,
Mn 1985, the National Investment Council was set up and made responsible for approving export programmes and contracts, co­
ordinating the application of export policy arid granting tax-credit certificates for increases in exports. The contracts stipulate the tax benefits to 
which enterprises exporting non-tradirional goods to outside markets are entitled. In addition, special port rates weregranted, administrative 
formalities were simplified, bank credit was provided at preferential interest rates, accelerated depreciai ion was allowed and tax credit certificates 
worth between W7< and W/r of the value of exports were authorized. By December, 171 entrepreneurs had already applied for the contract. 
N inety-eight of these requests had been approved and 3} were being processed. Thirty-five per cent of the requests concerned industrial activities 
(textiles, metal manufactures and machinery, wtjod and WX£d prtnlucts, etc.); 27’? related to exports of flowers, decorative foliage and 
ornamental plants; and 22,A regarded agricultural and agro-industrial activities.
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s l ig h t ly  m o r e  t h a n  100  s u c h  e n t e r p r i s e s  (maquiladoras) e n t e r e d  t h e  c o u n t r y ;  7 0 %  o f  t h e m  w e r e  
in v o lv e d  in  t e x t i l e s  a n d  t h e  r e m a i n d e r  in  e le c t r o n ic s ,  m e ta l  m a n u f a c tu r e s  a n d  m a c h in e r y ,  a n d  o th e r  
a c t iv i t ie s .  H o w e v e r ,  th e y  h a d  n o t  y e t  b e g u n  fu ll o p e r a t io n s .
T h e  p r o m o t i o n  o f  n o n - t r a d i t i o n a l  e x p o r t s  r e c e iv e d  s u p p o r t  f ro m , inter alia, t h e  C o a l i t io n  o f  
I n i t i a t i v e s  fo r  D e v e l o p m e n t  (C IN D E) a n d  t h e  P r i v a t e  I n v e s t m e n t  C o r p o r a t io n ,  b o th  re c e n t ly  s e t  u p  
w i th  fu n d s  f ro m  e x te r n a l  a s  w e l l  a s  d o m e s t ic  so u rc e s .
ii)  Imports of goods. I t  is  e s t im a te d  t h a t  t h e  le v e l  o f  im p o r t s  w a s  s im i la r  to  t h a t  o f  t h e  p r e v io u s  
y e a r ,  w i th  a  p a r t i c u la r ly  n o te w o r th y  fa ll ( - 2 0 % )  in  p u r c h a s e s  f ro m  C e n tr a l  A m e r ic a .  T h is  s t a g n a t io n  
fo l lo w e d  tw o  y e a r s  o f  v ig o r o u s  g r o w th .  O n  th e  o n e  h a n d ,  i m p o r t s  o f  r a w  m a te r i a l s  a n d  i n t e r m e d ia t e  
g o o d s  d e c l in e d ,  a s  d id  t h o s e  o f  c a p i ta l  g o o d s ;  o n  th e  o t h e r  h a n d ,  p u r c h a s e s  o f  b o th  d u r a b le  a n d  n o n ­
d u r a b le  c o n s u m e r  g o o d s  c o n t in u e d  t h e i r  r a p id  g r o w t h 6 ( s e e  t a b l e  13).
T h e  s h r in k a g e  in  p u r c h a s e s  o f  i n p u t s  w a s  in f lu e n c e d  b y  t h e  a lm o s t  1 0 %  d r o p  in  p u r c h a s e s  o f  
h y d r o c a r b o n s  (u p  to  A u g u s t  1 9 8 5 ) , in  s p i t e  o f  in c r e a s e s  in  p u r c h a s e s  o f  o t h e r  fu e ls  a n d  lu b r ic a n ts .  
I m p o r t s  o f  c o n s t r u c t io n  m a te r i a l s  s t a g n a te d ,  a g a in  r e f le c t in g  t h e  s e c to r 's  s lu g g is h n e s s .  A s  fa r  a s  
c a p i ta l  g o o d s  p u r c h a s e s  a r e  c o n c e r n e d ,  o n ly  t h o s e  in te n d e d  f o r  t h e  a g r ic u l tu r a l  s e c to r  in c re a s e d .
P u r c h a s e s  o f  b a s ic  g r a in s  w e r e  a t a  v e ry  lo w  le v e l ,  so  t h e  in c r e a s e  in  i m p o r t s  o f  c o n s u m e r  g o o d s  
w a s  la rg e ly  a c c o u n te d  fo r  b y  i m p o r t s  o f  o t h e r  ty p e s  o f  p e r i s h a b le  g o o d s . In  a d d i t io n ,  t h e  la c k  o f  
m e c h a n is m s  f o r  c o n t r o l l i n g  t h e  u s e  o f  f o re ig n  c u r re n c y  f a v o u re d  th e  in c r e a s e  in  p u r c h a s e s  o f  n o n ­
d u r a b le  c o n s u m e r  g o o d s .
iii)  Trade with Central America. T r a d e  w i th  t h e  r e s t  o f  C e n tr a l  A m e r ic a  a g a in  d e c lin e d . 
A c c o r d in g  to  o ffic ia l c a lc u la t io n s ,  e x p o r t s  a t t a in e d  a  le v e l  o f  a r o u n d  U S $  135 m i l l io n ,  i.e ., o n ly  1 4 .5 %  
o f  t h e  to ta l .  I m p o r t s  a m o u n te d  to  U S $  112 m i l l io n ,  r e p r e s e n t i n g  1 1 %  o f  t h e  to ta l  f ig u re .
T ab le  13
C O S T A  R IC A : IM P O R T S  O F  G O O D S , C IF
M illions o f  dollars
Percentage
breakdow n




1975 1980 1985*' 1982 1983 1984 1985'"'
T o tal 988 1 094 1018 1021 100.0 100.0 100.0 -26.1 10.6 10.7 0.3
C o n su m e r g o o d s 216 244 57 66 20.8 25.5 24.9 -33.7 29.3 13.0 15.8
N o n-du rab le 168 171 41 47 14.1 16.1 17.7 -18.5 25.4 1.8 14.6
D urable 48 73 16 19 6.7 9.4 7.2 -62.5 45.4 52.1 18.8
R aw  m ate ria ls  and
in te rm e d ia te  g o o d s 615 631 163 144 53.1 51.9 54.3 -20.0 11.6 2.6 -11.7
A griculture 50 47 10 7 3.0 3.3 2.6 -0.5 13.6 -6.0 -30.0
Industry  and m in ing 428 465 129 108 38.1 37.6 40.8 -25.2 9.5 5.6 -16.3
Building m ateria ls 37 36 9 9 5.2 4.7 3.4 -36.8 27.6 -2.7 -
Fuels and lubricants 100 83 15 20 6.8 6.3 7.5 14.7 14.9 -17.0 33.3
C ap ita l g o o d s 152 212 54 54 25.6 21.3 20.4 -35.3 -9.0 39.5
A griculture 16 20 4 5 2.8 1.6 1.9 -29.6 60.0 25.0 25.0
M anufac tu ring , m in ing  
and construction 71 95 22 22 10.8 9.5 8.3 -47.1 39.2 33.8
T ran sp o rt 31 50 13 14 7.5 5.5 5.3 -6.7 -61.7 61.3 7.7
O ther 34 47 15 13 4.5 4.7 4.9 -45.2 -24.4 38.2 -13.3
M isce llaneous 5 7 2 1 0.5 1.3 0.4 -15.2 -37.5 40.0 -50.0
Source: ECLAC, on the basis of figures provided by the Central Bank of Costa Rica and the Statistics and Census Bureau.
"Except the totals, which correspond to the figures as of November. Preliminary figures. c Based on total imports for January-
March. Based on figures for January-March, with the exception of the total, which corresponds to the period up to November.
(>The data used in the analysis of the structure of imports was obtained from the Statistics and Census Bureau covering the period 
January-March, and from records of import permits provided by the Central Bank of Costa Rica up to July.
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A s  a  r e s u l t  o f  t h e  fa ll  in  t h e  s ig n if ic a n c e  o f  i n t r a - r e g io n a l  t r a d e ,  e x p o r t s  o f  n o n - t r a d i t i o n a l  g o o d s  
t o o t h e r  m a r k e t s  h a d  a lre a d y  b e e n  h i g h e r  t h a n  s a le s  t o C e n t r a l  A m é r i c a i n  1984. T h e  a c c u m u la t io n  o f  
b a la n c e s  d u e  a m o n g  t h e  c o u n t r i e s  o f  t h e  r e g i o n 7 le d  to  t h e  d e l ib e r a te  d iv e r s io n  o f  d o m e s t ic  r e s o u r c e s ,  
to  p r o m o te  e x p o r t s  to  o t h e r  c o u n t r i e s ;  in  a d d i t io n ,  a  r e a d y  a n d  g r o w in g  su p p ly  o f  e x t e r n a l  f in a n c in g  
h a s  b e e n  m a d e  a v a i la b le  fo r  su c h  e x p o r t s .  M o r e o v e r ,  s in c e  t h e  o n s e t  o f  t h e  c r is is  t h e  c o u n t r i e s  o f  
C e n t r a l  A m e r ic a  h a v e  a d o p te d  u n i l a t e r a l  m e a s u r e s  to  r e g u la te  t r a d e  a m o n g  th e m  in  v ie w  o f  t h e  
c r i t ic a l  s h o r t a g e  o f  c u r re n c y .  T h e  d e e p e n i n g  o f  t h e  c r is is  le d  to  a  s h r in k a g e  in  r e g io n a l  d e m a n d .
C o s ta  R ic a  t h u s  w a s  o w e d  s o m e  U S $  3 5 0  m i l l io n  b y  th e  r e s t  o f  C e n tr a l  A m e r ic a .  T h is  f ig u re  
r e p r e s e n t e d  h a l f  o f  t h e  c r e d i t  b a la n c e  e x i s t i n g  a m o n g  C e n t r a l  A m e r ic a n  c o u n t r ie s .  O f  th i s  s u m , 6 2 %  
c o r r e s p o n d e d  to  N ic a r a g u a ,  1 3 %  to  G u a te m a la ,  1 3 %  to  H o n d u r a s  a n d  1 2 %  to  E l  S a lv a d o r . D u r in g  
t h e  c o u r s e  o f  1985 f u r th e r  m e a s u r e s  w e r e  a d o p te d  to  a t t e m p t  to  a t  le a s t  s te m  th e  g r o w th  o f  th e s e  
d e b ts .
d )  Trade in services andfactor payments
T r a d e  in  s e rv ic e s  c o n t in u e d  to  w o r s e n .  T h e  n e t  b a la n c e  fe ll f ro m  U S $  19  m i l l io n  in  t h e  p r e v io u s  
y e a r  to  o n ly  U S $  10  m i l l io n ,  o n e - t h i r d  o f  t h e  1983 le v e l. T h i s  r e f le c ts  t h e  s y s te m a t ic  in c r e a s e  in  t h e  
p u r c h a s e  o f  s e rv ic e s  a n d  t h e  s te a d y  d e c l in e  in  in c o m e  f ro m  t h e i r  p r o v i s io n  ( s e e  t a b le  14).
A s  fa r  a s  s a le s  w e r e  c o n c e r n e d ,  t h e  c a te g o ry  o f  t r a n s p o r t  a n d  in s u r a n c e  r e m a in e d  s ta b le . O n e  
i te m  w h ic h  e x p e r i e n c e d  a  w e a k e n in g  w a s  t r a v e l  s e rv ic e s ,  w h ic h  h a d  a lre a d y  d e c l in e d  in  1984  a f te r  
h a v i n g  s t a g n a t e d  in  1 9 8 2 -1 9 8 3 -  E x p e n d i tu r e  o n  th e s e  tw o  ty p e s  o f  s e rv ic e s ,  o n  t h e  o t h e r  h a n d ,  a g a in  
in c r e a s e d ,  a s  i t  h a s  s in c e  1982.
T h e  n u m b e r  o f  t o u r i s t s  fe ll  to  2 5 8  0 0 0 ,6 %  fe w e r  t h a n  in  t h e  p r e v io u s  y e a r  a n d  2 0 %  fe w e r  t h a n  
in  1 9 8 3 . M o r e o v e r ,  v i s i t o r s ,  w h o  m a in ly  c a m e  f ro m  C e n tr a l  A m e r ic a ,  s ta y e d  fo r  s h o r t e r  p e r io d s .
F a c to r  s e rv ic e s ,  w h ic h  h a d  u n d e r g o n e  a  s l ig h t  d e c l in e  in  1 984 , w e n t  b a c k  u p  to  t h e i r  1983 le v e l. 
I n c o m e  f ro m  p r o f i t s  in c r e a s e d ,  b u t  w a s  m o r e  t h a n  o f fs e t  b y  p a y m e n t s  o f  i n te r e s t  to  t h e  e x te r io r ,  
w h ic h  r e a c h e d  t h e  f ig u re  o f  U S $  3 5 0  m i l l io n  ( s e e  ta b le  14).
e )  Balance on current account and its financing
A s  is  c h a r a c t e r i s t i c  o f  t h e  C o s ta  R ic a n  e c o n o m y , t h e  c u r r e n t  a c c o u n t o f  t h e  b a la n c e  o f  p a y m e n t s  
f o r  1985 s h o w e d  a  d e f ic it . A l th o u g h  th e  t r a d e  b a la n c e  w a s  in s ig n i f ic a n t ,  t h e  c u r r e n t  a c c o u n t r e g i s te r e d  
a  U S $  3 7 0  m i l l io n  d e f ic i t ,  w h ic h  w a s  a lm o s t  w h o lly  d u e  to  t h e  c o u n t r y 's  e n o r m o u s  e x t e r n a l  f a c to r  
p a y m e n t s  ( s e e  ta b le  14).
A s  c a p i ta l  in c o m e  w a s  in  e x c e s s  o f  U S $  4 6 0  m i l l io n ,  i t  w a s  p o s s ib le  n o t  o n ly  to  f in a n c e  th e  
c u r r e n t  a c c o u n t d e f ic it  b u t  a ls o  to  i n c r e a s e  r e s e r v e s  b y  a lm o s t  U S $  7 0  m il l io n .
L o n g - t e r m  c a p i ta l  in f lo w s  r e a c h e d  U S $  2 4 5  m i l l io n ,  a  fa r  h ig h e r  f ig u re  t h a n  in  1984  (U S $  91 
m i l l io n ) ,  b u t  b a re ly  o n e - f i f th  o f  t h e  1983 f ig u re ,  w h e n  th e  f i r s t  r e n e g o t i a t i o n  o f  th e  e x t e r n a l  d e b t  to o k  
p la c e . O ff ic ia l  l o n g - te r m  c a p i ta l  d i s b u r s e m e n t s  v e r g e d  o n  U S $  6 0 0  m i l l io n  in  1 9 8 5 ; n e v e r th e l e s s ,  in  
s p i t e  o f  f u r th e r  r e s c h e d u l in g s ,  t h e i r  n e t  c o n t r ib u t io n  o n ly  r e p r e s e n te d  U S $  190 m il l io n .  D i r e c t  
f o r e ig n  in v e s tm e n t  in c r e a s e d  b y  1 0 %  to  U S $  6 0  m i l l io n  ( s e e  ta b le  14).
U n d e r  t h e  t e r m s  o f  t h e  s ta n d -b y  a g r e e m e n t  s ig n e d  in j a n u a r y ,  t h e  I n t e r n a t i o n a l  M o n e ta ry  F u n d  
g r a n t e d  t h e  c o u n t r y  a  lo a n  o f  5 4  m i l l io n  S p e c ia l D r a w i n g  R ig h t s ,  o f  w h ic h  3 4  m i l l io n  SDR w e r e  
r e c e iv e d  d u r in g  t h e  y e a r .  T h e  r e m a i n i n g  2 0  SDR w e r e  to  b e  m a d e  a v a i la b le  in  1986.
M o r e o v e r ,  t h e  c o u n t r y  o b t a in e d  o n ly  h a l f  t h e  U S $  8 0  m i l l io n  in it ia l ly  p r o v id e d  f o r  in  its  
s t r u c tu r a l  r e a d ju s tm e n t  a g r e e m e n t  w i th  t h e  W o r ld  B a n k , a s  a  n u m b e r  o f  d if f ic u lt ie s  a r o s e  d u r in g  th e  
y e a r  in  t h e  i m p l e m e n t a t i o n  o f  s o m e  o f  t h e  c o r r e s p o n d in g  m e a s u re s .
A ls o  in  1 9 8 5 , a n  a g r e e m e n t  w a s  s ig n e d  w i th  t h e  U n i t e d  S ta te s  G o v e r n m e n t  A g e n c y  fo r  
I n t e r n a t i o n a l  D e v e l o p m e n t  (U SA 1D ), w h ic h  p r o v id e d  t h e  c o u n try  w i th  f in a n c ia l  s u p p o r t  in  t h e  
a m o u n t  o f  U S $  160 m il l io n .  O f  t h i s  s u m , U S $  2 0  m i l l io n  r e p r e s e n t e d  a  g r a n t  to  s t r e n g t h e n  th e  
b a la n c e  o f  p a y m e n t s ;  t h e  r e m a i n i n g  U S $  140 m i l l io n  w a s  t r a n s f e r r e d  to  t h e  C e n t r a l  B a n k  to  
c o n s t i t u t e  a  fu n d  in  n a t io n a l  c u r re n c y  fo r  p r o m o t i n g  e x p o r t s  o f  n o n - t r a d i t i o n a l  g o o d s  a n d  se rv ic e s .
’Figures provided by the Secretariat of the Central American Monetary Council indicate that in 1985 the total debt among Central 




COSTA RICA: BALANCE OF PAYMENTS
(Millions o f  dollars)
1979 1980 1981 1982 1983 1984 1985"
B a la n ce  o n  c u r re n t  a c c o u n t -554 -658 -408 -274 -330 -342 -371
T rad e  balance -421 -459 -127 73 -16 -37 -60
E x p o rts  o f  g o ods and se rv ices 1 097 1 198 1 175 1 116 1 133 1 210 1 202
G oods FO B 942 1 001 1 002 869 853 933 928
R eal se rv ices 156 197 173 248 280 277 274
T ra n s p o r t  and in su ran ce 33 48 33 57 59 58 57
T ravel 74 85 96 133 133 116 113
Im p o rts  o f  g o ods and se rv ices 1 519 1 657 1 302 1 043 1 149 1 247 1 261
G o ods FO B 1 257 1 375 1 091 805 898 989 997
R eal se rv ices 262 283 213 238 250 258 264
T ra n s p o r t  and  in su ran ce 155 177 128 130 133 142 145
T ravel 63 60 48 44 52 55 58
F ac to r  se rv ices -150 -218 -308 -377 -337 -330 -338
P ro fits -17 -16 5 5 7 -18 -17
In te re s t  received 11 16 20 24 34 33 35
In te re s t  paid -140 -216 -329 -403 -374 -338 -349
O th e r -4 -2 -4 -3 -4 -6 -7
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts 17 20 27 30 23 24 27
B a la n ce  o n  c a p ita l a c c o u n t 4 3 6 749 358 400 377 271 463
U n re q u ite d  official tra n sfe r  p a y m e n ts -4 -5 - 6 46 109 175
L o n g -te rm  cap ital 353 402 215 24 1 197 91 245
D ire c t in v e s tm e n t (n e t) 42 48 66 26 55 54 60
P o rtfo lio  in v e s tm e n t ( n e t) - 122 -2 -2 -3 -3 -
O th e r  lo n g - te rm  cap ital 311 232 152 -1 1 144 39 185
Official s e c to r1 221 83 117 -32 1 196 122 190
L o an s received 304 112 169 126 1 362 382 596d
A m o rtiz a tio n  p a y m e n ts -79 -23 -45 -146 -180 -246 -406
C o m m erc ia l b a n k sc 35 9 -18 -20 -15 -19 e
L o ans received 63 32 11 6 1 -
A m o rtiz a tio n  p a y m e n ts -28 -23 -29 -26 -16 -19
O th e r  sec to rs '7 55 140 53 52 -37 -64 -5
L o an s received 357 267 186 168 64 41 18
A m o rtiz a tio n  p a y m e n ts -302 -127 -133 -116 -101 -105 -23
S h o rt- te rm  cap ita l (n e t) 6 422 45 208 -933 -16 43
Official sec to r 2 287 48 398 -535 -14 -30
C o m m erc ia l ban k s 6 32 5 42 -97 12 e
O th e r  sec to rs -2 104 -8 -231 -301 -15 7 3 7
N e t  e r ro rs  and o m iss io n s 80 -71 70 163 66 88 -
G lo b a l b a la n c e 8 -119 92 -50 125 47 -71 92
T ota l v a r ia tio n  in  rese rv es
(-  sig n  in d ica tes  an  in c rease ) 113 -33 65 -125 -64 84 -67
M o n e ta ry  gold - - 28 -7 -1 13 -10
Special D ra w in g  R ig h ts -2 6 - - -3 3 -
IM F  re se rv e  p o s itio n - 10 - - - - -
F o re ig n  e x ch an g e  asse ts 77 -43 14 -95 -170 82
O th e r  asse ts 12 -5 -23 -14 11 22
U se  o f  IM F  c red it 26 -1 46 -10 99 -36 32
Source: 1979-1984: International Monetary Fund, Balance of Payments Yearbook March 1986; 1985: ECLAC, on the basis of official data.
"Preliminary figures. b Real services also include other official and private transactions, but do not include factor services. c In addition 
to loans received and amortization payments made, this entry includes net loans granted and other assets and liabilities. Including
USS 75 million of the so-called "resolvent" loan obtained on the basis of the renegotiation of the debt with private banks in 1985, as well as 
USS 28.8 million of liabilities renegotiated with Mexico. eThe data has been incorporated into the "official sector" entry. For
1985, this item has been incorporated into private long-term capital. g The global balanceis the sum of the balance on current account plus 
the balance on capital account. The difference between the total variation in reserves (of opposite) sign and the global balance represents the 
value of counterpart entries: monetization of gold, allocation of Special Drawing Rights and variations due to revaluation.
208
COSTA RICA
C O S T A  R IC A : I N D I C A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S
Table 15
T o ta l e x te rn a l d e b t
B a la n ces
D isb u rse m e n ts^
S erv icing
A m o rtiz a tio n  p a y m e n ts  
In te re s t  p a y m e n ts
P u b l ic  e x te rn a l d e b t
B a la n c e s
D isb u rse m e n ts^
S erv ic ing
A m o rtiz a tio n  p ay m en ts  
In te re s t  p ay m en ts
P u b lic  e x te rn a l d e b t ra tio s  
D e b t /e x p o r ts  o f  goods 
and  serv ices
S e rv ic in g /e x p o rts  o f  goods 
and  serv ices
In te re s t  p a y m e n ts /e x p o r ts  o f  
goo d s and serv ices 
Serv ic in g / d isb u rse m e n ts
1980 1981 1982
M illio n s  o f  d o lla rs
3 183 3 360 3 497









P e rc e n ta g e s





3 848 3 955 b






63.7 31.7 41 .2
48 .7 18.2 27.5
145.4 182.9 168.9
Source: ECLAC, on the basis of figures provided by the Central Bank of Costa Rica.
"Preliminary figures. No figures are available to indicate either the amount or other features of the private debt. At the begin ningof 1985,
it was estimated to be approximately US$ 500 million. "Including capitalization resulting from the renegotiations, particularly since 
1983.
In  t h e  f ie ld  o f  e x t e r n a l  f in a n c in g ,  t h e  c o u n try  a ls o  r e a c h e d  o t h e r  a g r e e m e n t s  in  its  f a v o u r  d u r in g  
1 985 . D e b t  o w e d  to  t h e  b a n k s  b e lo n g in g  to  t h e  C lu b  o f  P a r i s  w a s  r e n e g o t i a t e d  a n d  a  n e w  r e v o lv in g  
c r e d i t  o f  U S $  7 5  m i l l io n  w a s  o b ta in e d  a n d  re c e iv e d  f ro m  th i s  s o u rc e  d u r in g  t h e  y e a r .  A g r e e m e n t s  
w e r e  r e a c h e d  w i th  o t h e r  b a n k s  a n d  p r i v a t e  c r e d i to r s  o n  t h e  r e p l a c e m e n t  o f  m a tu r e d  C o s ta  R ic a n  
s e c u r i t i e s  b y  o t h e r s  p r o v i d in g  t h e  s a m e  g u a r a n t e e s  a n d  c r e d i t ,  w i th  lo n g e r  r e p a y m e n t  p e r io d s .  U n d e r  
t h e s e  a g r e e m e n t s ,  7 0 %  o f  t h e  U S $  9 0  m i l l io n  in  t h e  h a n d s  o f  th e s e  p r i v a t e  c r e d i to r s  w a s  
r e n e g o t ia te d .  C o n s e q u e n t ly ,  t h e  a g r e e m e n t s  r e a c h e d  w i th  t h e  IM F, t h e  W o r ld  B a n k  a n d  t h e  U n i t e d  
S ta te s  A g e n c y  fo r  I n t e r n a t i o n a l  D e v e l o p m e n t  p r o v id e d  a n  in f lo w  o f  U S $  3 2 0  m i l l io n .  In  a d d i t io n  to  
th i s  s u m , a r o u n d  U S $  140 m i l l io n  w a s  p r o v id e d  b y  o th e r  r e g u la r  s o u rc e s  o f  f in a n c ia l  s u p p o r t ,  fo r  a  
to ta l  o f  a p p r o x im a te ly  U S $  4 6 0  m i l l io n  in  s u p p o r t  o f  t h e  p o lic y  d e s ig n e d  to  e n s u r e  e x c h a n g e  r a t e  
s ta b il i ty  a n d  t h e  p a y m e n t  o f  e x t e r n a l  d e b t  s e rv ic in g .
f )  The external debt
C o s ta  R ic a 's  e x t e r n a l  d e b t  c o n t in u e d  to  r i s e  v e ry  s lo w ly . I t  is  e s t im a te d  t h a t  to ta l  in d e b te d n e s s  
w a s  in  t h e  r e g io n  o f  U S $  4 .1 b i l l io n ,  U S $  5 0 0  m i l l io n  o f  w h ic h  c o r r e s p o n d e d  to  t h e  p r i v a t e  s e c to r  a n d  
a lm o s t  U S $  3-6  b i l l i o n  to  t h e  p u b l ic  s e c to r  ( s e e  t a b le  15).
O n e  o f  t h e  c o n t r i b u t i n g  f a c to r s  in  t h i s  t r e n d ,  w h ic h  w a s  s im i la r  to  t h a t  o f  1 9 8 4 , w a s  t h e  im p a c t  
o f  t h e  r e n e g o t i a t i o n s  u n d e r t a k e n  s in c e  1 9 8 3 , w h ic h  m a in ly  c o n c e r n  p u b l ic  lo a n s  a s  p r i v a t e  lo a n s  h a v e  
r e m a in e d  c o n s t a n t  in  r e c e n t  y e a r s .8
HThe first rescheduling took place in 1985 and led to the negotiation of new agreements with the Internationa! Monetary Fund, the 
World Bank, private banks and other creditors (including Mexico and Venezuela)" the following year. However, the situation with regard to 
external financing worsened in I98-Í and the country was obliged to suspend interest and amortization payments in the amount of approximately 
USS 180 million.
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I n  s p i t e  o f  t h e  s y s te m a t ic  r e n e g o t i a t i o n  o f  m a t u r i t i e s ,  t h e  e x t e r n a l  d e b t  c o n t in u e d  to  c o n s t i t u t e  
t h e  m o s t  c r i t ic a l  e c o n o m ic  v a r ia b le .  I n  t h e  la s t  t h r e e  y e a r s ,  t h e  a c c u m u la te d  b a la n c e  h a s  r e p r e s e n te d  
m o r e  t h a n  t h r e e  t i m e s  in c o m e  f ro m  e x p o r t s ,  a n d  d e b t  s e rv ic in g  h a s  b e e n  7 0 %  h ig h e r  t h a n  
d i s b u r s e m e n t s  m a d e  b y  e x t e r n a l  c r e d i to r s ,  th e r e b y  b e c o m in g  a  d i r e c t  c a u s e  o f  b a la n c e - o f - p a y m e n ts  
d e f ic i ts .  T o g e t h e r  w i th  t h e  v i r tu a l  s t a g n a t io n  o f  e x p o r t s  s in c e  t h e  e n d  o f  t h e  p r e v io u s  d e c a d e ,  th e s e  
c i r c u m s ta n c e s  h a v e  c o m p e l le d  t h e  c o u n t r y  to  r e q u e s t  fu n d s  f ro m  in t e r n a t io n a l  a n d  b i l a te r a l  a g e n c ie s , 
le a d in g  to  i n c r e a s in g  r e s t r i c t i o n s  o n  t h e  m a n a g e m e n t  o f  d o m e s t ic  e c o n o m ic  p o lic y .
T o  s u m  u p ,  t h e  r e n e g o t i a t i o n s  c a r r ie d  o u t  d u r in g  t h e  p r e v io u s  y e a r  t o g e t h e r  w i t h  t h e  f lo w  o f  
e x t e r n a l  c a p i t a l  a l lo w e d  t h e  c o u n try  to  m e e t  i ts  f in a n c ia l  c o m m i tm e n t s  in  1985 . N e v e r t h e l e s s ,  t h e  
v u ln e r a b i l i ty  w h ic h  h a d  m a r k e d  t h e  e x t e r n a l  s e c to r  in  198 4  c o n t in u e d ,  a n d  w a s  w o r s e n e d  b y  th e  
s h r in k a g e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s ,  a s  c a p i t a l  in f lo w s  w e r e  m a in ly  c h a n n e l le d  to w a r d s  
s e r v ic in g  t h e  d e b t ,  r a t h e r  t h a n  to w a r d s  s t r e n g t h e n i n g  p r o d u c t iv e  c a p a c ity .
4 . P r i c e s  a n d  w a g e s
a )  Prices
T h e  r e l a t i v e  p r i c e  s ta b il i ty  w h ic h  h a d  p r e v a i l e d  s in c e  1983 c o n t in u e d  d u r in g  t h e  y e a r .  T h e  
in f la t io n a r y  p r e s s u r e  w h ic h  h a d  m a r k e d  t h e  s e c o n d  s e m e s t e r  o f  1984 in te n s i f ie d  d u r in g  t h e  f i r s t  h a l f  
o f  1 9 8 5 , b u t  d im in i s h e d  in  t h e  f o l lo w in g  m o n t h s ,  a s  i l lu s t r a te d  b y  th e  D e c e m b e r - to - D e c e m b e r  
t w e l v e - m o n t h  v a r ia t io n s .  H o w e v e r ,  t h e  a v e r a g e  f o r  t h e  y e a r  r e f le c te d  a n  in c r e a s e  in  in f la t io n ,  a s  t h e  
c o s t - o f - l iv in g  in d e x  r o s e  b y  1 5 % , in  c o m p a r i s o n  w i th  t h e  1 2 %  re c o r d e d  in  198 4  ( s e e  ta b le  16  a n d  
f ig u re  2 ) .  T h i s  r e v iv a l  s e e m e d  to  b e  c o n n e c te d  to  t h e  u n d e r v a lu a t io n  o f  t h e  c u r re n c y  a n d  to  p o l ic ie s  
i n v o lv in g  t h e  l ib e r a l iz a t io n  o f  a  n u m b e r  o f  p r ic e s  o r  r a t e s  a n d  t h e  a u th o r iz a t io n  o f  in c r e a s e s  in  o th e r s .
I n  t u r n ,  w h o le s a l e  p r ic e s  r o s e  a s  a  r e s u l t  o f  v a r i a t i o n s  in  t h e  p r ic e s  o f  b o th  d o m e s t ic  a n d  
im p o r t e d  p r o d u c t s .  T h e s e  c h a n g e s  to o k  p la c e  d u r in g  a  p e r io d  (1 9 8 3 -1 9 8 5 )  in  w h ic h  in f la t io n a ry  
p r e s s u r e  w a s  le s s  i n t e n s e  t h a n  d u r in g  t h e  p r e v io u s  b ie n n iu m .
T h e  a n n u a l  v a r i a t i o n  in  t h e  in d e x  o f  t h e  p r ic e s  o f  i m p o r t e d  g o o d s  ( 8 % )  c o n t r a s t e d  w i th  t h e  
d e c r e a s e  ( -1 .3 % )  in  t h e  u n i t  p r i c e  o f  i m p o r t s  in  f o r e ig n  c u r re n c y . T h e  r i s e  in  t h e  p r ic e s  o f  im p o r t e d  
g o o d s  m u s t  t h e r e f o r e  b e  a c c o u n te d  f o r  b y  in c r e a s e s  in  c o s ts  in  n a t io n a l  c u r re n c y . A s  fa r  a s  d o m e s t ic  
p r o d u c t s  a r e  c o n c e r n e d ,  th i s  ty p e  o f  p r e s s u r e  s e e m e d  in  m a n y  c a s e s , to  b e  p r im a r i ly  l in k e d  to  t h e  
v a r i a t i o n s  r e c o r d e d  in  f in a n c ia l  c o s ts ,  p a r t i c u la r ly  a s  a  fu n c t io n  o f  t h e  a v a ila b il i ty  o f  f in a n c in g  a n d  its  
c o s t  ( th e  i n t e r e s t  r a te ) .
T a b le  16
C O S T A  R IC A : E V O L U T IO N  O F  D O M E S T IC  P R IC E S
1980 1981 1982 1983 1984 1985
V a r ia t io n  f ro m  D e c e m b e r  toi D e c e m b e r
C o n su m er p ric e  index 17.8 65.1 81.7 10.7 17.4 10.9
F o o d 18.7 70.4 101.1 8.2 15.7 5.0
W h o le sa le  p rice  index 19.3 117.2 79.1 5.9 12.2 7.6
Im p o rte d  p ro d u c ts 21.8 154.6 66.9 3.0 10.9 4.7
D o m e s tic  p ro d u c ts 17.3 93.3 89.4 8.1 13.2 9.7
V a r ia t io n  b e tw e e n  a n n u a l av erag es
C o n su m e r p ric e  index 18.1 37.0 90.1 32.6 12.0 15.0
F o o d 21.8 36.7 113.6 32.2 8.8 12.3
W h o le sa le  p rice  index 23.7 65.3 108.3 26.2 7.7 10.4
Im p o rte d  p ro d u c ts 27 .6 90.4 109.2 18.0 6.1 8.0
D o m e s tic  p ro d u c ts 21.5 49.5 107.5 32.7 8.8 12.1
Source: ECLAC, on the basis of figures provided by the Statistics and Census Bureau.
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1 9 8 2 1 9 8 3  1 9 8 4  1 9 8 5
Source: ECLAC, on the basis of official figures.
In sum, prices and costs were affected by two phenomena. The first of these was linked to the 
increases which were authorized in prices of basic consumer goods and the official readjustments to 
the prices of a number of basic services, in line with the policy pursued in previous years. The second 
stemmed from the accelerated rate of the devaluation of the Costa Rican currency in 1985.
b) Wages
Real wages grew by almost 9% as a result of the government's policy of continuing to restore 
their purchasing power, which had been considerably eroded during the worst period of the crisis. As 
had been decided beforehand, increases were decreed in January and July.9 The most significant real
"It should be noted that on two occasions during the year price rises were authorized for products in the basic wage market basket, 
including many staple foods (beans, maize, tortillas, sugar, margarine, eggs, ground meat and liquid milk). Moreover, as part of the agreements 
reached, some other products were added to this basket.
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in c r e a s e  t o o k  p la c e  in  t h e  p r i v a t e  s e c to r  ( 8 % ) ,  in  c o m p a r i s o n  w i t h  t h e  3 %  in c r e a s e  a f fe c tin g  c e n t r a l  
g o v e r n m e n t  e m p lo y e e s .  T h e  i m p r o v e m e n t  in  m in im u m  w a g e s  f a v o u re d  t h e  lo w e r - in c o m e  s t r a ta .  I n  
c o n t r a s t ,  t h e  u p p e r  le v e ls  o f  t h e .m i n i m u m  w a g e  s h o w e d  a  s l ig h t  s h r in k a g e  ( -4 % )  in  r e a l  t e r m s  ( s e e  
t a b l e  17).
D u r i n g  t h e  c o u r s e  o f  t h e  la s t  s ix  y e a r s ,  r e a l  m i n i m u m  w a g e s  h a v e  in c r e a s e d  a t  a n  a v e r a g e  r a t e  o f  
2 .5 %  p e r  y e a r .  H o w e v e r ,  t h e  p r i v a t e - s e c t o r  m i n i m u m  w a g e  in c r e a s e d  b y  2 .7 %  w h i le  in  t h e  p u b l ic  
s e c to r  i t  d e c l in e d  b y  1 .4% . T h is  i l l u s t r a t e s  t h e  fa c t t h a t  p o lic y  w a s  p r in c ip a l ly  a im e d  a t c o n s o l id a t in g  a  
r e a l  in c r e a s e  f o r  t h e  l o w e r - in c o m e  s t r a t a  a n d  th a t ,  a s  a  w h o le ,  g o v e r n m e n t  e m p lo y e e s  w e r e  t h o s e  
w h o s e  p u r c h a s i n g  p o w e r  d e c l in e d  m o s t  a s  a  r e s u l t  o f  t h e  p r e s e n t  c r is is .
T h e  a b o v e  p o lic y  w a s  t i e d  so le ly  to  t h e  b e h a v io u r  o f  t h e  p r ic e s  o f  a  b a s ic  m a r k e t  b a s k e t  o f  g o o d s  
a n d  s e rv ic e s  ( t h e  w a g e s  b a s k e t ) .10
5. F i s c a l  a n d  m o n e t a r y  p o l i c i e s
a )  Fiscal policy
D e s p i t e  t h e  a t t e m p t s  a t  r e a d ju s tm e n t  m a d e  d u r in g  t h e  y e a r ,  t h e  m a jo r i ty  o f  t h e  c e n t r a l  
g o v e r n m e n t 's  f in a n c ia l  in d ic a to r s  w o r s e n e d  ( s e e  ta b le  18).
A  s ta n d -b y  a g r e e m e n t  w a s  s ig n e d  w i th  t h e  I n t e r n a t i o n a l  M o n e ta ry  F u n d  a t  t h e  b e g in n in g  o f  th e  
y e a r  in  w h ic h  a  n u m b e r  o f  t a r g e t s  w e r e  e s ta b l i s h e d  w i th  r e g a r d  to  t h e  r e d u c t io n  o f  th e  p u b l ic - s e c to r  
d e f ic i t  a s  a  p e r c e n t a g e  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  t o g e t h e r  w i th  s e v e ra l  o t h e r  f e a tu r e s  o f  f isc a l 
p o lic y . A t  t h e  p u b l i c - s e c to r  le v e l ,  t h e  p r in c ip a l  t a r g e t s  a g r e e d  u p o n  w i th  i n t e r n a t io n a l  f in a n c ia l  
a g e n c ie s  w e r e  a p p a r e n t ly  m e t .  H o w e v e r ,  t h e  d a ta  c o n c e r n in g  t h e  c e n t r a l  g o v e r n m e n t  r e v e a l s  t h e  
r e s u r g e n c e  o f  d i s e q u i l ib r i a  w h ic h  h a v e  le d  to  s e r io u s  u p s e t s  in  p r e v io u s  y e a r s .
T ab le  17
C O S T A  R IC A . E V O L U T IO N  O F  W A G E S  A N D  S A L A R IE S
In d ex es  (1970  =  1001i G ro w th  ra tes
1982 1983 1984 1985° 1981 1982 1983 1984 1985°
A v e ra g e  w a g e s  a n d  sa la rie s
T ota l (n o m in a l) 384.2 565.0 682.1 854.0 20.9 52.6 47.1 20.7 25.2
P u b lic  secto r 350.5 510.5 600.3 774.4 16.3 44.8 4 5 .6 17.6 29.0
C e n tra l g o v e rn m e n t 348.1 481 .0 581.8 687.1 8.9 44.0 38.2 21.0 18.1
A u to n o m o u s  in s t i tu tio n s 350.6 528.7 607.6 827.6 2 1 .6 45.3 50.8 14.9 36.2
P riv a te  secto r 4 0 5 .9 604.2 734.5 910.0 25.4 60.4 48 .9 21 .6 23 .9
T o ta l (rea l) 100.0 110.9 119.6 130.2 -11.7 -19.8 10.9 7.8 8.9
P u b lic  secto r 91.3 100.2 105.3 118.0 -15.2 -23.8 9.8 5.1 12.1
C e n tra l g o v e rn m e n t 90 .6 94.4 102.0 104.7 -20.5 -24.3 4.2 8.1 2.6
A u to n o m o u s  in s t i tu tio n s 91.3 103.8 106.5 126.1 -11.3 -23.6 13.7 2.6 18.4
P riv a te  secto r 105.7 118.6 128.8 138.7 -8.5 -15.6 12.2 8.6 7.7
M in im u m  w a g e
N o m in a l
U p p e r  level 318.7 4 5 9 .6 541.0 596.7 21.8 69.0 44.2 17.7 10.3
L ow er level 475 .4 729.5 858.8 1 061.5 23.9 80.4 53.4 17.7 23.6
R e a l6
U p p e r  level 83.0 90.2 94.9 90.9 -11.0 -11.1 8.7 5.2 -4.2
L ow er level 123.8 143.2 150.6 161.8 -9 .6 -5.1 15.7 5.2 7.4
Source: ECLAC, on the basis of figures supplied by the Ministry of Labour and Social Security.
"Preliminary figures, on the basis of growth rates up to November of the year in question. Deflated by the consumer price index for
middle- and lower-income consumers in the metropolitan area of San José.
l0This market basket includes goods in respect of which the government has pursued a policy of readjustments designed to benefit the 
producer and to ensure supply; public services such as electricity, whose prices have been increasing, were also added as part of the agreements 
signed with international financial bodies.
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C O S T A  R I C A :  C E N T R A L  G O V E R N M E N T  IN C O M E  A N D  E X P E N D I T U R E
Table 18




1982 1983 1984 1985"
1. C u r r e n t  in c o m e 2 1 0 5 7 27  281 22  675 24 104 73 .7 62.2 2 9 .6 6.3
T ax  rev en u e 19 870 24 426 20 4 7 9 22 549 77.1 61.8 22.9 10.1
D irec t 4  860 4  895 3 954 4  010 93.8 61.2 0.7 1.4
In d ire c t 8 264 T 58.9 131 3")
O n  fo re ig n  tra d e 6 7 4 6 J 19 531
16 525 18 539
82.3 18.5 J
30.1 12.2
2. C u r r e n t  e x p e n d i tu r e 21 514 25 999 19 469 23 045 65.1 64.1 2 0 .8 18.4
W a g e s  an d  sa laries 7 524 9 062 7 664 9 116 47.3 46 .6 20.4 18.9
O th e r  c u r re n t e x p e n d itu re 13 990 16 937 11 805 13 929 79.1 75.4 21.1 18.0
3. C u r r e n t  sa v in g  (1-2) -457 1 282 3 206 1 0 5 9
4. C a p ita l e x p e n d i tu r e 6 142 8 868 7 542 7 897 61 .5 92 .8 44.4 4 .7
R eal in v e s tm e n t 2  843 4  252 4  004 3 375 20.2 96.9 49 .6 -15.7
D e b t a m o r tiz a tio n  p a y m e n ts 1 164 2  839 1 9 1 2 2  283 92.1 44.2 143.9 19.4
O th e r  cap ita l e x p e n d itu re 2  135 1 777 1 6 2 6 2  239 165.6 128.3 -16.8 37.7
5. T o ta l e x p e n d i tu r e  (2  +  4 ) 2 7  656 34 867 27  011 30 942 64.4 69 .7 26.1 14.6
6. F isc a l d e f ic i t  (o r su rp lu s)  (1 - 5) -6 599 -7 586 -4 336 -6 838 36.2 97.2 15.0 57.7
7. F in a n c in g  o f  d e f ic it
D o m e s tic  fin an c in g 4  731 5 111 26.8 104.5 8.0
C e n tra l B a n k -836 - -45.5
Sale o f  secu rities 4  032 4  089 26.3 108.4 1.4
O th e rs 1 535 1 022 -1.9 -33.4
E x te rn a l finan c in g 1 868 2  475 52.2 35.5 32.5
P e rc e n ta g e s
R a tio s
C u rre n t sa v in g /c a p ita l e x p e n d itu re -7.4 14.5 40.1 13.4
Fiscal d e f ic it/to ta l e x p e n d itu re 23.9 21.8 17.4 22.1
T ax  re v e n u e /G D P 15.4 15.4 14.1 13.4
T ota l e x p e n d i tu r e /G D P 21.4 22.0 18.9 18.4
Fiscal d e f ic i t /G D P 5.1 4.8 3.3 4.1
D o m e s tic  f in a n c in g /d e fic it 71.7 67.4 50.7
E x te rn a l f in a n c in g /d e fic it 23 .8 32.6 49 .3
Source: ECLAC, on the basis of figures supplied by the Central Bank of Costa Rica. 
"Preliminary figures.
T a x  r e v e n u e  s h o w e d  a  f u r t h e r  w e a k e n in g ,  a s  i t  g r e w  a t  a  s lo w e r  r a te  t h a n  p r o d u c t iv e  a c tiv ity . 
C o n s e q u e n t ly ,  t h e  c o e f f ic ie n t  o f  t a x  r e v e n u e /G D P  fe ll f ro m  1 4 .1 %  to  1 3 .4 %  a c c o r d in g  to  f ig u re s  
a v a i la b le  a s  o f  N o v e m b e r .  M o r e o v e r ,  r e v e n u e  f ro m  in d i r e c t  t a x a t i o n  g r e w  m o r e  ra p id ly  t h a n  o t h e r  
t a x  r e v e n u e .
T h e  r a t e  o f  e x p a n s io n  o f  to ta l  e x p e n d i tu r e  w a s  s lo w e r ,  in  l in e  w i th  t h e  a u s te r i ty  a n d  
r e a d ju s tm e n t  e f fo r t s  l in k e d  to  t h e  s t a b i l i z a t i o n  p o lic y . H o w e v e r ,  th e s e  e f fo r ts  w e r e  s e e m in g ly  
in s u f f ic ie n t  to  p e r m i t  f u r t h e r  p r o g r e s s  t o w a r d s  r e s o lv in g  t h e  f isca l im b a la n c e .  I n  s p i t e  o f  t h e  
d i m i n u t io n  o f  c a p i t a l  e x p e n d i t u r e — i n  p a r t i c u l a r  t h e  p r o n o u n c e d  s h r in k a g e  o f  r e a l  i n v e s tm e n t  ( ­
1 5 .7 % ) —  a n d  t h e  c o n t r o l  o f  c u r r e n t  e x p e n d i tu r e ,  in  N o v e m b e r  t h e  d e f ic i t  w a s  4 3 %  h i g h e r  t h a n  t h a t  
r e c o r d e d  fo r  t h e  s a m e  p e r io d  t h e  p r e v io u s  y e a r .
C u r r e n t  a n d  t a x  r e v e n u e s  e x p a n d e d  b y  6 %  a n d  1 0 % , fa r  lo w e r  r a te s  t h a n  t h o s e  a c h ie v e d  th e  
p r e v io u s  y e a r  ( 3 0 %  a n d  2 3 % ,  r e s p e c t iv e ly ) .  C u r r e n t  e x p e n d i tu r e  in c r e a s e d  a t  t h e  lo w e s t  r a t e  s in c e
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1 9 8 3 , la rg e ly  o w in g  to  t h e  p r o g r e s s iv e  s lo w d o w n  in  t h e  g r o w th  o f  o u t la y s  o n  w a g e s  a n d  o f  o th e r  
c u r r e n t  e x p e n d i tu r e .  N e v e r t h e l e s s ,  i t  in c r e a s e d  m o r e  t h a n  in c o m e , a n d  c u r r e n t  s a v in g  w a s  t h e r e f o r e  
o n ly  o n e - t h i r d  o f  t h e  f ig u re  fo r  t h e  p r e v io u s  y e a r  ( s e e  ta b le  18).
C a p i ta l  e x p e n d i t u r e  d e c l in e d  a f te r  t h r e e  y e a r s  o f  s u s ta in e d  g r o w th ,  p r in c ip a l ly  a s  a  r e s u l t  o f  t h e  
s h r in k a g e  in  r e a l  i n v e s tm e n t .  T h e  a v a i la b le  f ig u re s  r e v e a l  t h a t  a  s ig n i f ic a n t  d e c l in e  ( - 2 5 % )  o c c u r r e d  
in  t h e  l a r g e s t  i te m ,  ro a d w a y  a n d  p o r t  in s t a l l a t i o n s ,  w h ic h  m a k e s  u p  8 8 %  o f  t h e  to ta l .  M o r e o v e r ,  
a c c o r d in g  to  f ig u re s  a v a i la b le  a s  o f  O c to b e r ,  i n v e s tm e n t  in  m a c h in e r y  a n d  e q u ip m e n t  d e c l in e d  b y  
1 4 % . D e b t  a m o r t i z a t i o n  r o s e  b y  1 9 % , a s  a g a in s t  1 4 4 %  t h e  p r e v io u s  y e a r ,  t h a n k s  to  t h e  su c c e s s iv e  
r e n e g o t i a t i o n s .
T h e  f i n a n c in g  o f  t h e  g o v e r n m e n t 's  f isc a l d e f ic i t  w a s  n o t  d e p e n d e n t  u p o n  C e n t r a l  B a n k  c r e d i t ;  
in s te a d ,  i t  r e l i e d  m o r e  h e a v i ly  o n  c o n t r i b u t i o n s  f ro m  a u to n o m o u s  i n s t i t u t i o n s ,  t h e  sa le  o f  s e c u r i t ie s  
a n d  e x t e r n a l  f o l lo w -u p  f in a n c in g .
T a b le  19
C O S T A  R IC A : M O N E T A R Y  B A L A N C E  A N D  I N D IC A T O R S
B a la n ce  a t  en d  o f  y e a r
„ , , , G ro w th  ra te s
(b illio n s o f  co lo n es)
Up t o  N o v e m b e r
1983 1984
1 9 8 4 1 9 8 5
1982 1983 1984 1985°
M o n e y  (M ,) 24 609 28 420 26 828 29 530 67 .5 35 .9 15.5 10.1
C urrency  o u ts id e  b an k s 6 941 8 587 7 8 0 3 9 026 55.3 27.7 23 .7 15.7
D e m a n d  d e p o s its 17 668 19 833 19 025 20 504 73.3 39.5 12.3 7.8
F a c to r s  o f  e x p a n s io n 61 781 75 189 72 780 82 547 76 .8 103.3 21 .7 13.4
N e t  in te rn a tio n a l  re se rv e s 4 578 8  332 5 887 11 168
D o m e s tic  c red it 57 203 66 857 66 893 71 379 34.7 77.1 16.9 6.7
P u b lic  se c to r 29 555 34 402 33 963 33 408 30.8 110.7 16.4 -1.6
C e n tra l g o v e rn m e n t (n e t) 8 981 9  968 9 175 7  932 -2.1 40 .0 11.0 -13.5
P u b lic  in s titu tio n s 20 574 24 434 24 788 25 476 82.7 170.5 18.8 2.8
P r iv a te  se c to r 27 648 32 455 32 930 37 971 37.9 51.3 17.4 15.3
F a c to r s  o f  a b s o rp t io n '' 37 172 46 769 45 952 53 017 92 .6 2 0 2 .7 2 5 .8 15.4
Q u as i-m o n ey  (sa v in g s  and  
t im e  d e p o s i ts )1 40 124 46 273 45 893 56 727 53.5 27 .0 15.3 23.6
L o n g -te rm  e x te rn a l lo an s 76 256 89 142 88 927 102 857 21.1 147.3 16.9 15.7
O th e r  ite m s  ( n e t ) ' ' -7 9 2 0 8 -88 646 -8 8  868 -1 0 6  567 26 .4 58.0 11.9 19.9
O th e r  in d ic a to r s '
M o n e ta ry  base* 10 855 13 101 12 862 16 100
M o n ey  (M ,) 20 106 25 520 25 256 28 008
M o n ey  p lu s  quasi-m o n ey  (M 2) 59 600 69 016 68 499 81 193
C o e f f i c i e n t s '
M o n e ta ry  m u ltip lie rs  
M ,/m o n e ta ry  b ase 1.85 1.95 1.96 1.74
M 2/m o n e ta ry  b a se  
V elocity  o f  c ircu la tio n
5.49 5.27 5.33 5.04
G D P /M , 6 .28 5.94 5.76 6.02
Source: ECLAC, un the basis of figures supplied by the Central Bank of Costa Rica.
’Preliminary figures calculated on the basis of the period November 1984-November 1985. "Accounts in foreign currency were valued at 
an exchange rate of 8.50 colones per dollar in 1980, 36 colones per dollar in 1981,45 colones per dollar in 1982 and 1983,43.15 colones per 
dollar in 1984 and 52.62 colones per dollar in 1985. ’Including bonds. ’includes adjustments for variations in the rate of 
exchange. ’Calculated on the basis of annual averages (of end-of-month balances) for the monetary base, oi money (M, ) and o f  money 
plus quasi-money (Mj). ’The definition of monetary base used here is that of monetary issue plus demand deposits by commercial banks 
with the Central Bank of Costa Rica.
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T o  s u m  u p ,  in  s p i t e  o f  th e  e f fo r t s  u n d e r t a k e n  to  r e s t r i c t  e x p e n d i tu r e ,  t h e  p r o p o r t i o n  o f  c u r r e n t  
s a v in g s  vis-h-vis c a p i ta l  e x p e n d i t u r e  d e c l in e d  a n d  b e c a m e  m o r e  d e p e n d e n t  u p o n  e x t e r n a l  s u p p o r t ,  
w h ic h  a lo n e  p r o v id e d  o n e - h a l f  o f  t h e  f in a n c in g  fo r  t h e  d e fic it. T h e  d e s ta b i l i z in g  p r e s s u r e s  s e e m  to  
h a v e  h a d  t h e i r  o r ig in ,  h o w e v e r ,  in  t h e  w e a k n e s s  o f  ta x  c o l le c t io n s ,  s in c e  t h e  r a t io  o f  to ta l  e x p e n d i tu r e  
to  t h e  p r o d u c t  d e c l in e d  in  c o m p a r i s o n  to  t h e  t h r e e  p r e v io u s  y e a r s .
b )  M onetary policy
M o n e ta r y  v a r i a b l e s  c o n t in u e d  t h e i r  r e a d ju s tm e n t ,  a  f a c to r  w h ic h  m i t ig a t e d  t h e i r  im p a c t  u p o n  
f in a n c ia l  d is e q u i l ib r ia .  A  s lo w d o w n  o c c u r r e d  in  a ll th e  m o n e ta r y  c o m p o n e n t s  a n d  s e v e ra l  o f  th e m  
s h o w e d  m o d e r a t e  r a t e s  o f  g r o w th  in  c o m p a r i s o n  w i th  t h e  h u g e  r a t e s  o f  p r e v io u s  y e a r s  ( s e e  ta b le  19). 
T h e  g r a d u a l  d e v a lu a t io n ,  t h e  r e s t r i c t i o n  o f  t h e  c r e d i t  s u p p ly  a n d  th e  e f fo r ts  m a d e  to  c h a n n e l  c r e d i t  
t o w a r d s  t h e  p r i v a t e  p r o d u c t iv e  s e c to r  — b y  m e a n s  o f  t h e  a p p l ic a t io n  o f  p o s i t iv e  a n d  f le x ib le  re a l  
i n t e r e s t  r a t e s —  w e r e  t h e  m o s t  s ig n i f ic a n t  e l e m e n t s  o f  t h i s  p o lic y .
M o n e ta r y  e x p a n s io n  w a s  a t  i ts  m o s t  m o d e r a t e  le v e l  o f  t h e  c u r r e n t  d e c a d e  ( 1 0 % ) ,  a s  its  
c o m p o n e n t s  (m o n e y  o u t s id e  b a n k s  a n d  c a s h  d e p o s i t s )  f o l lo w e d  a  s im i la r  t r e n d .  Q u a s i -m o n e y  
e x p a n d e d  f a s te r  t h a n  m o n e y  in  c i r c u la t io n ,  a  p h e n o m e n o n  w h ic h  r e v e a le d  a  d e c l in e  in  liq u id ity  
p r e f e r e n c e  a n d  a  f a v o u ra b le  r e a c t io n  to  t h e  e f fo r ts  m a d e  to  c h a n n e l  fu n d s  to w a r d s  h i g h - in t e r e s t  
a c c o u n ts  a n d  s e c u r i t ie s .
T h e  g r o w th  r a t e  o f  f a c to r s  o f  e x p a n s io n  a lso  t e n d e d  to  d im in is h .  S u c h  d y n a m is m  a s  w a s  s h o w n  
in  1985  s e e m e d  to  o r ig in a te  in  t h e  in c r e a s e  in  n e t  i n t e r n a t io n a l  r e s e r v e s ,  e x p r e s s e d  in  c o lo n e s ,  a s  w e ll  
a s  in  t h e  s ig n i f ic a n t  e x p a n s io n  o f  c r e d i t  to  t h e  p r i v a t e  s e c to r ,  a s  p u b l ic  s e c to r  c r e d i t  s h r a n k  b y  a lm o s t  
2%.
F le x ib le  i n t e r e s t  r a t e s ,  s t r u c tu r e d  in  a  s m a ll  n u m b e r  o f  b a n d s  ( a n d  f ro m  w h ic h  t h e r e  w e r e  fe w  
e x c e p t io n s ) ,  b e c a m e  a  m a jo r  p o lic y  in s t r u m e n t .  T h e y  w e r e  g r a d u a lly  r e a d ju s te d  in  o r d e r  to  e n s u r e  
t h a t  th e y  w o u ld  b e  b o th  r e a l  a n d  p o s i t iv e .  S u c c e s s  w a s  th e r e b y  a c h ie v e d  in  c h a n n e l l i n g  in c r e a s in g  
a m o u n t s  o f  t h e  s a v in g s  o f  t h e  p r i v a t e  s e c to r  a n d  o f  a u to n o m o u s  S ta te  i n s t i t u t i o n s  a n d  in  s t e m m in g  
c a p i ta l  f l ig h t .  T h is  c l im a te  p r o v e d  f a v o u ra b le  to  t h e  r i s e  o f  t h e  s e c u r i t ie s  m a r k e t  a s  a  m e c h a n i s m  o f  
f in a n c ia l  i n t e r m e d ia t io n .  M o r e o v e r ,  t h e  c o u n try  m a i n t a i n e d  i ts  f lo w  o f  p r iv a t e  e x t e r n a l  c a p i t a l ,  w h ic h  
w a s  a t t r a c t e d  b y  t h e  h ig h  i n t e r e s t  r a t e s  p a id  o n  t im e  d e p o s i t s  in  c o m p a r i s o n  w i th  th o s e  a v a i la b le  in  
n e a r b y  e x t e r n a l  f in a n c ia l  m a r k e t s .  T h e s e  f lo w s  a ls o  in c lu d e d  s o m e  r e p a t r i a t i o n  o f  s a v in g s  b y  
e n t e r p r i s e s .
P r i v a t e  f in a n c ia l  i n t e r m e d ia t io n  w a s  a lso  s t im u la t e d  b y  th e  d i r e c t  s u p p o r t  p r o v id e d  b y  b i l a te r a l  
f in a n c ia l  b o d ie s ,  w h ic h  r e q u i r e d  t h a t  t h e  fu n d s  th e y  s u p p l ie d  s h o u ld  b e  u s e d  b y  p r iv a t e  b a n k s . 
C o n s e q u e n t ly ,  p r i v a t e  b a n k s  h a n d le d  a  c o n s id e r a b le  p r o p o r t i o n  o f  t h e  f in a n c in g  fo r  im p o r t s  o f  in p u t s  
f ro m  t h e  U n i t e d  S ta te s .
O n  t h e  w h o le ,  a s  in  1 9 8 4 , m o n e ta r y  p o lic y  s u c c e e d e d  in  im p o s in g  r e s t r i c t i o n s  w h ic h  w e r e  
c o n s i s t e n t  w i t h  th e  c o n d i t i o n s  s t ip u la te d  b y  i n t e r n a t io n a l  a g e n c ie s  a n d  w i th  t h e  m o s t  im p o r t a n t  




1. Recent economic trends: Introduction and summary
I n  1 9 8 5 , t h e  u p w a r d  t r e n d  in  t h e  r a t e  o f  e c o n o m ic  g r o w th  w h ic h  h a d  b e e n  o b s e r v e d  d u r in g  th e  
p r e v io u s  t r i e n n iu m  w a s  i n t e r r u p te d .  T h e  g lo b a l  so c ia l p r o d u c t  — w h ic h  h a d  in c r e a s e d  b y  7 .3 %  in  
1984—  e x p a n d e d  b y  4 .8 % ,  a l lo w in g  t h e  p e r  c a p i t a  p r o d u c t  to  g r o w  b y  3 .7 %  ( s e e  t a b l e  1).
W i th  t h i s  r e s u l t ,  t h e  t a r g e t  s e t  in  t h e  1985  C o m p r e h e n s iv e  S o c ia l a n d  E c o n o m ic  D e v e l o p m e n t  
P l a n  w a s  a t t a in e d .  T h is  t a r g e t  h a d  b e e n  f ix e d  a t  a  lo w e r  le v e l  t h a n  in  p r e v io u s  y e a r s  w i th  a  v ie w  to  
im p r o v i n g  t h e  t r a d e  b a la n c e ,  w h ic h  h a s  b e e n  s h o w in g  a  g r o w in g  d e f ic i t  w i th  b o th  t h e  s o c ia l is t  a n d  
m a r k e t  e c o n o m y  c o u n t r i e s .  C o n t r a r y  to  t h e  f o re c a s ts ,  e c o n o m ic  g r o w th  w a s  a g a in  s u s ta in e d  b y  a  
m a r k e d  t r a d e  d e f ic i t ,  w h ic h  e x c e e d e d  1.9 b i l l io n  p e s o s  a n d  w a s  t h u s  1 0 %  h i g h e r  t h a n  in  1 9 8 4 .1
T h e  c o n s id e r a b le  in c r e a s e  in  t h e  v a lu e  o f  e x p o r t s  ( 1 0 %  ) a n d ,  e s p e c ia l ly ,  t h e  f in a n c in g  p r o v id e d  
b y  th e  c o u n t r i e s  o f  t h e  C o u n c il  f o r  M u tu a l  E c o n o m ic  A s s i s ta n c e  (C M E A ) a lso  p e r m i t t e d  a  1 0 %  
in c r e a s e  in  t h e  v o lu m e  o f  i m p o r t s  a n d  th u s  c o n s t i t u t e d  tw o  o f  t h e  m a in  f a c to r s  c o n t r i b u t i n g  to  
e c o n o m ic  g r o w th .  T h is  f in a n c in g ,  w h ic h  w a s  m a d e  a v a i la b le  t h r o u g h  a  n u m b e r  o f  t r a d e  a g r e e m e n t s  
a l lo w in g  C u b a  to  r e - e x p o r t  fu e l to  m a r k e t  e c o n o m y  c o u n t r i e s ,  h e lp e d  to  c o v e r  t h e  d e f ic i t  o f  j u s t  o v e r  
5 9 0  m i l l io n  p e s o s  r e c o r d e d  in  t h e  t r a d e  b a la n c e  w i th  th e s e  c o u n t r i e s  a n d  m a d e  i t  p o s s ib le  to  o b t a i n  a  
s u r p lu s  o f  6 7  m i l l io n  p e s o s  o n  t h e  m e r c h a n d i s e  a c c o u n t  o f  t h e  b a la n c e  o f  p a y m e n t s  in  fre e ly  
c o n v e r t i b l e  c u r re n c y .
D e s p i t e  th i s  r e s u l t ,  t h e  c o u n t r y  h a d  to  fa c e  s e r io u s  c o n s t r a i n t s  a s  r e g a r d s  t h e  a v a i la b i l i ty  o f  
f o r e ig n  e x c h a n g e .  T h e  s u r p lu s  in  t h e  m e r c h a n d i s e  a c c o u n t  w a s  o f fs e t  b y  t h e  t r a d i t i o n a l ly  n e g a t iv e  
b a la n c e  in  t h e  s e rv ic e s  a c c o u n t ;  c o n s e q u e n t ly ,  t h e  c u r r e n t  a c c o u n t  in  f re e ly  c o n v e r t i b l e  c u r r e n c y  
s h o w e d  a  d e f ic i t  o f  140  m i l l io n  p e s o s  w h ic h ,  e v e n  so , w a s  lo w e r  t h a n  t h a t  r e c o r d e d  in  198 4 . T h is  
d e f ic i t  w o u ld  h a v e  b e e n  g r e a t e r  h a d  i t  n o t  b e e n  f o r  tw o  a t t e n u a t i n g  fa c to rs .  T h e  f i r s t  w a s  t h e  fa c t  t h a t  
i t s  e c o n o m ic  a g r e e m e n t s  w i th  t h e  s o c ia l is t  c o u n t r i e s  e n a b le d  C u b a  to  r e c e iv e  o v e r  5 0 0  m i l l io n  p e s o s  in  
c o n v e r t i b l e  c u r re n c y  o r  t r a n s f e r a b l e  r u b le s  in  1 9 8 5 , m u c h  o f  i t  f ro m  r e - e x p o r t s  o f  p e t r o l e u m .  T h e  
s e c o n d  w a s  t h e  m o d e r a t e  in f lo w  o f  c a p i ta l  f ro m  m a r k e t  e c o n o m y  c o u n t r i e s .  T h is  in f lo w , h o w e v e r ,  
w a s  n o t  su f f ic ie n t  to  s te m  t h e  n e t  o u t f lo w  o f  r e s o u r c e s  to  t h e s e  s a m e  c o u n t r i e s ,  w h ic h  w a s  o n  th e  
o r d e r  o f  8 0  m i l l io n  p e s o s .
T h e  in c r e a s e  in  i m p o r t s  a l lo w e d  fo r  a n  a d e q u a te  e x t e r n a l  s u p p ly  o f  i n t e r m e d ia t e  a n d  c a p i ta l  
g o o d s . A t  t h e  s a m e  t i m e ,  h o w e v e r ,  t h e  d e p e n d e n c e  o f  d o m e s t ic  p r o d u c t i o n  o n  th e s e  s u p p l ie s  
in c r e a s e d ;  t h u s ,  t h e  c o e f f ic ie n t  r e p r e s e n t i n g  t h e  s h a r e  o f  th e  g lo b a l  so c ia l p r o d u c t  (G S P ) a c c o u n te d  fo r  
b y  i m p o r t s  o f  i n t e r m e d ia t e  g o o d s  c o n t in u e d  to  g r o w , d e s p i te  e f fo r t s  b y  th e  g o v e r n m e n t  to  r e v e r s e  th is  
t r e n d .1 2
T h e  e x p a n s io n  o f  t h e  g lo b a l  so c ia l p r o d u c t  in  1985  w a s  a lso  a t t r ib u t a b l e  to  t h e  g r e a t e r  u s e  o f  
a c c u m u la te d  c a p i t a l ,  w h ic h  m a d e  i t  p o s s ib le  to  in c r e a s e  a v e r a g e  p r o d u c t iv i ty  o n c e  a g a in . T h is  w a s  d u e  
b o th  to  t h e  e c o n o m ic  a n d  m a n a g e m e n t  r e f o r m s  w h ic h  b e g a n  to  b e  i m p le m e n te d  in  1 9 7 6 3 a n d  to  
c a m p a ig n s  to  p r o m o t e  a  m o r e  e f fe c tiv e  u s e  o f  t h e  la b o u r  fo rc e  w h ic h  h a v e  in c lu d e d  a  d e ta i l e d  r e v ie w  
o f  w h a t  a re  k n o w n  a s  " w o r k  s ta n d a r d s "  a n d  t h e  g r a n t i n g  o f  g r e a t e r  m a te r i a l  in c e n t iv e s  to  e n t e r p r i s e s  
a n d  w o r k e r s .
1 In order to correa this growing imbalance, the growth targets set for the global social product for 1986 were lower (3 % to 3.5%) than 
the 4.5% to 5% which had been fixed in the 1985 plan. See the Ley del Plan Unico de Desarrollo Económico-Social del Estado para 1986 
(Granma, 30 December 1985).
2This coefficient went from 17% in 1983 to 19% in 1984 and to 20% in 1985. If petroleum re-exports are deducted from the figures on 
imports of intermediate goods, then the coefficients are 15%, 17% and 18%, respectively.
'For more details, see the chapters on Cuba in ECLAC, Economic Survey o f  Latin America and the Caribbean, 1983 and 1984.
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O v e ra l l  in s ta l le d  c a p a c ity  e x p a n d e d  w i th  th e  a d d i t io n  o f  6 9  in d u s t r ia l  p l a n t s ,  18 o f  w h ic h  w e re  
o f  c o n s id e ra b le  s iz e , a s  w e ll a s  a n o th e r  120 p r o d u c t io n - o r i e n t e d  s t r u c tu r e s  an d  d a m s  fo r  i r r ig a t io n .  
F in a l ly , th e  f a v o u ra b le  c o u r s e  ta k e n  b y  th e  e c o n o m y  a lso  re f le c te d  th e  p o s i t iv e  in f lu e n c e  o f  s u p e r v i ­
s io n  b y  th e  C e n tr a l  G r o u p ,4 an d  b y  th e  p r o v in c ia l  b o d ie s  o f  th e  Poder Popular ( P e o p le 's  P o w e r ) .
A  n u m b e r  o f  c l im a t ic  p h e n o m e n a ,  h o w e v e r ,  a d v e r s e ly  a ffe c ted  p r o d u c t io n .  T h e  p r o lo n g e d  
d r o u g h t  w h ic h  h a s  a ff lic te d  th e  c o u n t r y  s in c e  1983  g r e w  w o r s e  in  1 9 8 5 , an d  in  N o v e m b e r  h u r r i c a n e  
K a te  c a u se d  s e v e re  d a m a g e  a s  it  p a s s e d  th r o u g h  e ig h t  p r o v in c e s .5
T ab le  1
C U B A : M A IN  E C O N O M IC  IN D IC A T O R S
1978 1979 1980 1981 1982 1983 1984 1985°
B a sic  e c o n o m ic  in d ic a to r s
G lobal social p ro d u c t (m illio n s  o f
1981 p e s o s ) '' 18 910 19 202 19 109 22 173 23 024 24 153 25 921 27 168
P o p u la tio n  ( th o u sa n d s  o f  in h a b i ta n ts ) ' 9 644 9 720 9 724 9 724 9 801 9 897 9 994 10 098
P e r  cap ita  g lobal social p ro d u c t
(1981 pesos) 1 960 1 976 1 965 2  280 2  349 2  440 2  594 2  690
G ro w th  ra tes
G lobal social p ro d u c t 7.3 1.5 -0.5 16.0 3.8 4.9 7.3 4.8
P e r  cap ita  g lobal social p ro d u c t 6.2 0.8 -0.6 16.0 3.0 3.9 6.3 3.7
C u rre n t  S ta te  incom e 2.8 15.0 -7.5 21.4 -2.3 -0.9
T otal S ta te  e x p e n d itu re 5.4 20.0 -12.2 12.2 4.7 -2.4
B udgeta ry  d e f ic it/to ta l S ta te
e x p e n d itu re 2.6 6.7 1.7 -6.4 -0.6 0.9
B udgeta ry  d e fic it/g lo b a l
social p ro d u c t 1.5 3.5 0.7 -3.0 0.3 -0 .4
A v e ra g e  an n u a l w age 2.1 2.6 3.1 14.7 3.8 2.2 3.3 0.7
C u rre n t  v a lu e  o f  ex p o rts  o f  goods
T ota l 17.9 1.7 13.4 6.5 16.8 12.2 -1.3 9.5
S ugar 22.3 0.9 10.4 14.3 15.4 8.1 0.4 8.0
C u r re n t  va lu e  o f  im p o rts  o f  goods
Total 3.2 -0.3 25.5 10.5 8.2 12.4 15.8 9.7
P e tro le u m  and p e tro le u m  p ro d u c ts 34.3 16.7 20 .0 27.6 28.3 24.3 19.4 17.8
M i l l i ons o f p e so s
E x te rn a l se c to r
T rad e  balance  (goods) -134 -188 -660 -890 -597 -687 -1 745 -1 922
S ovie t U n io n 168 -143 -651 -877 -459 -363 -838 -841
O th e r  socialist co u n tries -101 -26 -175 -58 -271 -286 -329 -488
R e s t o f  w orld -200 -19 166 45 133 -38 -578 -593
B a lance  o n  c u rre n t a c c o u n t -523 -139 -46 51 297 263 -212 -140
B alance  o n  cap ital a c c o u n t 484 133 60 -52 -297 -74 106 188
V a ria tio n  in  in te rn a tio n a l res.ervese -39 -6 14 -1 -242 189 -1 0 6 48
D isb u rsed  e x te rn a l d e b t ' 3 2 6 7 3 2 2 7 3 170 2 669 2 790 2 989 3 259
Source: ECI.AC, on the basis of data supplied by the State Statistical Committee, the National Bank of Cuba'and other international statistics. 
"Preliminary figures. See footnote " of table 4. ' Annual average. Percentages. rIn freely convertible currency. Excludes
much of the trade with member countries of the Council for Mutual Economic Assistance (CMEA).
4 The Central Group was established at the end of 1984, for the purpose of adjusting the 1985 Budget and Plan and the programme of 
corresponding measures in the light of the considerable deficit recorded in 1984 in the balance of payments in freely convertible currency. The 
Group is composed of all the vice-presidents of the Council of Ministers, all the ministers, heads of departments of the Cuban Communist Party 
and provincial heads of the Poder Popular (People's Power).
*The hurricane destroyed crops, damaged agricultural and industrial installations, electric power transmission lines, warehouses, sugar 
mills and transport routes and destroyed or seriously damaged 80 000 dwellings, chiefly in rural areas.
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T o  s u m  u p ,  a  n u m b e r  o f  f a v o u ra b le  e l e m e n t s  c o n t r ib u te d  to  t h e  g r o w th  o f  t h e  g lo b a l  so c ia l 
p r o d u c t ,  s u c h  a s  t h e  e x p a n s io n  o f  to ta l  i n s ta l l e d  c a p a c ity ,  t h e  m o d e r a t e  in c r e a s e  in  p r o d u c t iv i t y ,  a n  
a d e q u a te  s u p p ly  o f  i m p o r t s ,  m o r e  e f f ic ie n t  o p e r a t i o n  o f  t h e  s y s te m  o f  a d m i n i s t r a t i o n  a n d  e c o n o m ic  
m a n a g e m e n t  a n d  th e  c o n t in u o u s  m o n i t o r i n g  o f  e c o n o m ic  g r o w th  b y  a  g r o u p  o f  g o v e r n m e n t  l e a d e r s  
w h o  w e r e  v e s te d  w i t h  su f f ic ie n t  d e c i s io n - m a k in g  p o w e r .  A d v e r s e  f a c to r s  a ls o  h a d  a n  im p a c t .  T h e r e  
w e r e  b a d  w e a t h e r  c o n d i t i o n s ,  r e s t r i c t i o n s  in  s o m e  e x t e r n a l  m a r k e t s  a n d  a  d r o p  in  i n t e r n a t io n a l  p r ic e s ,  
m a in ly  f o r  e x p o r t s  o f  C u b a n  s u g a r  to  t h e  m a r k e t  e c o n o m y  c o u n t r i e s .6 F u r t h e r m o r e ,  c o n s id e r a b le  
s h o r t c o m in g s  p e r s i s t e d  in  p r o d u c t io n  m a n a g e m e n t ,  i n v e s tm e n t  a n d  e c o n o m ic  m a n a g e m e n t .
G r e a t e r  p r o d u c t io n  a n d  th e  in c r e a s e  in  i m p o r t s  e x p a n d e d  th e  d o m e s t ic  s u p p ly  o f  g o o d s .  A s  a 
r e s u l t ,  g r o s s  i n v e s tm e n t  r o s e  to  4 .1  b i l l io n  p e s o s  ( a n  a m o u n t  e q u iv a l e n t  to  1 5 %  o f  t h e  g lo b a l  so c ia l 
p r o d u c t ) ,  d i r e c t  p e r s o n a l  c o n s u m p t io n  g r e w  b y  5 %  a n d  in d i r e c t  c o n s u m p t io n ,  i.e ., t h a t  in v o lv e d  in  
t h e  p r o v i s i o n  o f  g o v e r n m e n t  s e rv ic e s ,  r o s e  b y  6 % .
T h e  in c r e a s e  in  d e m a n d  a t  c u r r e n t  p r i c e s  r e f le c te d  a  d r o p  o f  1 .2%  in  g o v e r n m e n t  s p e n d in g  
( e x c lu d in g  i t s  c o n t r i b u t i o n s  to  t h e  p r o d u c t iv e  s e c to r s )  a n d  a  4 .4 %  in c r e a s e  in  s p e n d in g  b y  th e  
p o p u la t i o n .  T h is  d e m a n d  w a s  f in a n c e d  b y  a  4 %  in c r e a s e  in  t h e  m o n e ta r y  in c o m e  o f  th e  p u b l ic ,  a  61 %  
e x p a n s io n  in  p e r s o n a l  c o n s u m e r  l o a n s  g r a n t e d  b y  t h e  b a n k in g  s y s te m  a n d  th e  a l lo c a t io n  o f  a  l a r g e r  
a m o u n t  o f  t h e  f u n d s  o f  p r o d u c t iv e  e n t e r p r i s e s  to  i n c r e a s in g  t h e i r  f ix e d  a n d  w o r k i n g  c a p i ta l ,  w h ic h  
c o m p e n s a t e d  f o r  t h e  d e c l in e  o f  4 %  in  t h e  b u d g e t  c o n t r i b u t i o n s  e a r m a r k e d  fo r  t h e  p r o d u c t iv e  s p h e r e .
A s  a  r e s u l t  o f  t h e  m o n e ta r y  p o l ic y  a p p l ie d  in  1 9 8 5 , t h e  in c r e a s e  in  t h e  p o p u l a t i o n 's  l iq u id  a s s e ts  
w a s  e q u iv a l e n t  to  o n ly  8 0 %  o f  t h e  s u m  r e c o r d e d  t h e  p r e c e d in g  y e a r .  A lm o s t  t h r e e  q u a r t e r s  o f  th i s  
a m o u n t  w a s  s e t  a s id e  f o r  s a v in g s  d e p o s i t s ,  t h a n k s  to  t h e  i n t e n s iv e  a n d  q u i te  e f fe c tiv e  c a m p a ig n  
m o u n t e d  b y  t h e  P e o p l e 's  S a v in g s  B a n k  (B P A ) , w h ic h  h a s  4 6 7  b r a n c h e s  t h r o u g h o u t  t h e  c o u n try .
E m p l o y m e n t  p o lic y  w a s  a im e d  a t  e n h a n c i n g  t h e  p r o d u c t iv i ty  o f  t h e  la b o u r  fo rc e  a n d  a v o id in g  
d u p l ic a t io n  o f  e f fo r t  in  p r o d u c t iv e  a c t iv i t ie s .  H e n c e ,  t h e  " w o r k  s t a n d a r d s " ,  a s  th e y  a r e  c a l le d , w e r e  
c o m p le te ly  r e v a m p e d  a n d  a d h e r e n c e  to  t h e  e m p l o y m e n t  p l a n  w a s  c a re fu lly  m o n i t o r e d  in  o r d e r  to  
l im i t  u n n e c e s s a r y  la b o u r  a n d  to  in c r e a s e  p r o f i ta b i l i ty .
T h e  m a in  o b je c t iv e  o f  t h e  w a g e  p o l ic y  w a s  to  m a k e  r e m u n e r a t i o n s  s e rv e  a s  a n  e f fe c tiv e  
in c e n t iv e  fo r  b e t t e r  p e r f o r m a n c e  b y  w o r k e r s .  T h e  r e v ie w  o f  " w o r k  s ta n d a r d s "  a ls o  c o n t r ib u te d  to  t h e  
a c h i e v e m e n t  o f  th i s  a im , a s  i t  m a d e  i t  p o s s ib le  to  e l im in a t e  t h o s e  s t a n d a r d s  w h ic h ,  b e c a u s e  th e y  w e r e  
to o  lo w , h a d  g iv e n  r i s e  to  u n w a r r a n t e d  p e r f o r m a n c e  b o n u s e s .
F in a l ly ,  f isc a l p o l ic y  w a s  d i r e c te d  f i r s t  a n d  f o r e m o s t  to w a r d s  b o o s t in g  g o v e r n m e n t  in c o m e . 
A n o t h e r  a im  w a s ,  in  c o n ju n c t io n  w i th  t h e  e f fo r ts  o f  t h e  N a t i o n a l  B a n k  o f  C u b a , to  in c r e a s e  t h e  
p r o f i t a b i l i ty  o f  p r o d u c t iv e  e n t e r p r i s e s  so  t h a t  th e y  c o u ld  f in a n c e  t h e i r  o w n  f ix e d  a n d  w o r k i n g  c a p i ta l  
e x p e n d i tu r e s .  T h e  p o lic y  a ls o  s o u g h t  to  s im p lify  t h e  p r o v i s i o n s  o f  t h e  n a t i o n a l  a c c o u n t in g  a n d  
a u d i t in g  s y s te m s  a n d  to  a d ju s t  t h e m  to  t h e  s iz e  a n d  c h a r a c te r i s t i c s  o f  t h e  e n t i t i e s  t a x e d ,  a s  w e l l  a s  
t h o s e  to  b e  fo l lo w e d  in  f o r m u la t in g  c a s h - f lo w  p la n s .  T h is  r e p r e s e n t e d  a n  a t t e m p t  to  in c r e a s e  t h e  
e f fe c t iv e n e s s  o f  th e s e  t h r e e  i n s t r u m e n t s ,  t h r o u g h  w h ic h  th e  S ta te  F in a n c e  C o m m i t t e e  c o n t r o l s  t h e  
v a r ia b le s  t h a t  d e t e r m i n e  th e  le v e l  o f  t a x e s  to  b e  p a id  b y  e n t e r p r i s e s .  F u r t h e r m o r e ,  t h i s  C o m m i t t e e  
b e g a n  to  lo o k  in to  t h e  d e s i r a b i l i ty  o f  a l lo w in g  th e  p r o v in c ia l  e c o n o m ic  a u th o r i t i e s  to  p la y  a  g r e a t e r  
a n d  m o r e  i n d e p e n d e n t  r o le  in  s e c u r in g  in c o m e  a n d  a s  r e g a r d s  b u d g e t  e x p e n d i tu r e s .  T h e  r e s u l t s  o f  
th e s e  s tu d ie s  w e r e  s e t  f o r th  in  a  n u m b e r  o f  m e a s u r e s  s u b m i t t e d  to  t h e  N a t i o n a l  A s s e m b ly  o f  t h e  Poder 
Popular  ( P e o p le 's  P o w e r ) .
F is c a l  m a n a g e m e n t  y ie ld e d  a  s u r p lu s  e q u iv a l e n t  to  a lm o s t  1 %  o f  to t a l  e x p e n d i tu r e ,  d e s p i te  t h e  
fa c t  t h a t  in c o m e  fe ll  b y  t h e  s a m e  p e r c e n ta g e .  T h is  w a s  p o s s ib le  b e c a u s e  o f  t h e  c o n s id e r a b le  d r o p  in  
c o n t r i b u t i o n s  to  t h e  p r o d u c t iv e  s e c to r ,  t h e  r e d u c t io n s  in  a l lo c a t io n s  f o r  h o u s in g  c o n s t r u c t io n  a n d  
c o m m u n i ty  s e rv ic e s ,  t h e  c o n t r a c t io n  in  t h e  f in a n c in g  o f  t h e  v a r io u s  b r a n c h e s  o f  g o v e r n m e n t  s e rv ic e  
a n d  t h e  d e c l in e  o f  7 %  in  n a t io n a l  d e f e n c e  s p e n d in g .
T h e  c o m b in a t io n  o f  t h e s e  d e c r e a s e s  in  f isc a l e x p e n d i tu r e  a l lo w e d  f o r  a  m o d e r a t e  in c r e a s e  in  th e  
a l lo c a t io n s  f o r  h e a l t h ,  e d u c a t io n  a n d  t h e  c u l tu r a l  a n d  s c ie n t if ic  a c t iv i t ie s  o f  th e  p o p u la t i o n .  T h u s ,  in  
1 9 8 5 , t h e  n u m b e r  o f  i n h a b i t a n t s  p e r  d o c to r  w a s  lo w e r e d  f ro m  4 8 8  to  4 4 3 ,  t h e  n u m b e r  o f  p e r s o n s  p e r  
d e n t i s t  w a s  r e d u c e d  f ro m  2  133 to  1 8 6 4 ,  a n d  th e  n u m b e r  o f  h o s p i t a l  b e d s  w a s  in c r e a s e d  b y  4 % . T h e  
n u m b e r  o f  s tu d e n t s  e n r o l l e d  in  s e c o n d a ry  s c h o o ls  r e a c h e d  1 160 0 0 0 ,  w h i l e  t h e  f ig u re  f o r  h i g h e r
”The share of earnings (rom exports of sugar to market economy countries in the total earnings (rom exports in freely convertible 
currencies (ell systematically (rom 62% in 1981 to 14% in 1985.
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education was 235 000. The number of scholarships awarded to boarding students was almost 
600 000, while another 450 000 were given to semi-boarding students.
Finally, the housing law which had been enacted the year before entered into full effect in 
mid-1985. This law provided for the immediate transfer of housing ownership to the present legal or 
paying occupants. Under this law, the People’s Savings Bank, which for such purposes acts as the 
representative of the government, issued 212 500 housing ownership deeds during the last six 
months of 1985.
2. Trends in economic activity 
a) Use o f  the g loba l socia l p rodu ct
In 1985, intermediate consumption increased by 4% and its share in the global social product 
fell to 47%, following the trend which had started in 1980 (see table 2). This translated into a savings 
in inputs equivalent to 69 million pesos with respect to 1984.
Moreover, final consumption increased by 4%, one point less than in 1984. The retrenchment 
effort implicit in this reduction had no effect on personal consumption, which grew at the same rate 
as the year before (3%), but it did have an impact on consumption by the agencies which provide 
services to the population,7 and those which meet collective needs.8
Despite the growth in personal consumption, the average daily per capita intake of proteins 
and calories was lower than in 1984. This decrease was due to the fact that, with the exception of meat, 
fats and vegetables, the amount of agricultural products in the population’s diet fell because of the 
effects of bad weather on agricultural production. Nevertheless average consumption was higher 
than it had been in all the years prior to 1984 (see table 3).
T ab le  2
CUBA: USE OF GLOBAL SOCIAL PRODUCT AT 1981 PRICES
(Percentages)
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985°
Global social product 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
In te rm e d ia te  c o n s u m p tio n 48.3 47.1 47.2 47.7 50.2 48.1 47.5 47.2 47.2 46.9
F in a l c o n su m p tio n 44 .8 42.3 41.6 42.6 46.1 42.5 42.0 41.3 40.2 39.7
C o n su m p tio n  o f  th e  
p o p u la tio n 42 .6 39.6 38.3 39.0 42.6 38.8 38.3 37.2 35.9 35.4
P e rso n a l c o n s u m p tio n  
C o n su m p tio n  o f  o rg a n iz a ­
tio n s  se rv in g  th e
39.0 35.9 33.9 34.3 37.3 33.4 33.1 31.9 30.7 30.1
p o p u la tio n
C o n su m p tio n  o f  o rg a n iz a ­
t io n s  m e e tin g  co llec tive
3.6 3.7 4.4 4.6 5.3 5.4 5.2 5.2 5.3 5.3
need s 2.2 2.7 3.3 3.6 3.5 3.7 4.2 4.1 4.3 4.3
N e t  cap ita l fo rm a tio n 13.9 14.0 12.1 10.6 11.7 13.3 10.4 11.5 13.3 12.8
F ixed cap ita l 10.1 10.2 8.1 7.8 8.5 10.1 7.9 9.3 •11.1 10.6
Stocks 3.8 3.8 4.0 2.7 3.3 3.2 2.5 2.2 2.2 2.3
L osses 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.3
E x p o rts  m in u s  im p o rts -7.7 -3.3 -0.4 -0.1 -7.6 -3.5 -0.8 -0.1 -1.5 0.2
S ta tis tica l d isc rep an c ie s 0.6 -0.1 -0.7 -0.8 -0.6 -0.7 0.7 -0.1 0.6 -0.1
Source: ECLAC, on the basis of figures supplied by the State Statistical Committee. 
"Preliminary figures. Of productive goods and services.
’The reference here is to consumption by the institutions responsible for education, public health, sports, tourism, etc.,and includes the 
depreciation of buildings, equipment and installations of these agencies.
"This includes consumption by the institutions responsible for science,government service, finance and other non-productive activities; 




CUBA: INDICATORS OF PER CAPITA CONSUMPTION
G ro w th  ra tes
1975 1980 1983 1984 1985"
1982 1983 1984 1985"
F o o d s tu f fs
C a lo ries  (u n its /d a y ) 2  622 2  867 2  910 2  963 2  914 -0.4 1.3 1.8 -1.7
P ro te in s  (g ra m s /d a y ) 71.4 75.0 77.4 79.8 78.3 -2.3 1.6 3.1 -1.9
M e a t 33.1 36.4 40.8 41.1 41.2 3.7 3.8 0.7 0.2
F ish* 13.1 12.3 16.2 16.4 15.3 7.6 3.8 1.2 -6.7
M ilk  and dairy  p ro d u c ts 154.5 157.9 150.7 154.5 151.3 -4.7 -1.4 2.5 -2.1
E ggs (u n its ) 184 233 246 249 243 -4.6 8.8 1.2 -2.4
C e rea ls 109.4 108.9 108.7 111.7 110.6 -1.6 2.2 2.8 -1.0
F a ts* 15.0 17.3 17.4 17.8 18.0 2.3 -2.8 2.3 1.1
V eg e tab le s 52.8 52.3 53.0 56.7 56.9 -11.2 -10.5 7.0 0.4
R o o ts  and  tu b e rs 49.4 80.4 76.4 83.1 74,7 -13.0 4 .9 8.8 -10.1
F ru its 48 .4 60.7 62.7 56.8 50.5 0.3 0.5 -9.4 -11.1
B eans 11.4 10.7 11.5 12.5 12.4 -4.3 4.5 8.7 -0.8
S ugar 46.4 51.7 54.4 53.8 52.4 4.0 0.7 -1.1 -2 .6
I n d u s t r ia l  p ro d u c ts
T e x tile s  (m 2 *) 30.3 -2.4
O u te r  c lo th in g  (u n its ) 4.2 5.2 4.7 4.8 4.5 -2.1 - 2.1 -6.2
U n d e rc lo th in g  (u n its ) 6.6 6.8 6.6 6.8 7.0 10.1 -13.2 3.0 2.9
F o o tw e a r  (p a irs ) 3.0 2.3 2.9 2.6 2.6 11.1 -3.3 -10.3 -
D u r a b le  g o o d s ’
T e le v is io n  se ts 23 53 74 76 79 13.6 10.4 2.7 3.9
R e fr ig e ra to rs 11 29 36 40 44 12.5 - 11.1 10.0
W a sh in g  m ach in es 4 24 42 47 51 19.4 13.5 11.9 8.5
R a d io s 42 108 125 126 134 6.1 2.5 0.8 6.3
Source: ECLAC, on the basis of figures supplied by the State Statistical Committee. 
"Preliminary figures. Kilogrammes. ’Ownership per 100 homes, in units.
T h e  in c r e a s e  o f  9 %  in  t h e  in d u s t r i a l  p r o d u c t io n  o f  n o n - d u r a b le  c o n s u m e r  g o o d s ,  e s p e c ia l ly  
fo o d s tu f f s ,  b e v e r a g e s ,  to b a c c o  a n d  t e x t i l e s ,  c o n t r ib u te d  to  t h e  e x p a n s io n  o f  c o n s u m p t io n  o f  m o r e  
h ig h ly  p r o c e s s e d  p r o d u c t s .  T h e  c o n s u m p t io n  o f  d u r a b le  g o o d s  a lso  c o n t in u e d  to  i n c r e a s e ,  e s p e c ia l ly  
t e l e v i s io n  s e ts ,  r e f r i g e r a to r s ,  w a s h in g  m a c h in e s  a n d  r a d io s .
N e t  c a p i t a l  f o r m a t i o n  r o s e  b y  o n ly  1%  d u e  so le ly  to  t h e  a c c u m u la t io n  o f  s to c k s .9 F ix e d  c a p i ta l  
i n v e s tm e n t  s l ip p e d  b y  1%  a n d  t h e  c o e f f ic ie n t  f o r  i t s  s h a re  d e c l in e d  to  1 0 .6 % . T o ta l  e x e c u te d  
i n v e s tm e n t  b y  th e  S ta te  c iv i l ia n  s e c to r  in c r e a s e d  b y  a lm o s t  3 %  to  4 .1  b i l l io n  p e s o s .
I n v e s t m e n t  in  t h e  p r o d u c t iv e  s p h e r e  r e a c h e d  a  to t a l  o f  3 .4  b i l l io n  p e s o s .  O f  th i s ,  i n v e s tm e n t  in  
in d u s t r y  r o s e  b y  1 0 %  a n d  r e p r e s e n t e d  4 6 %  o f  t h e  to t a l ;  i n v e s tm e n t  in  a g r ic u l tu r e  in c r e a s e d  b y  3 %  
a n d  r e p r e s e n t e d  2 7 %  o f  t h e  to ta l .  O n  th e  o t h e r  h a n d ,  e x c e p t  f o r  f o r e s t ry ,  c a p i ta l  a c c u m u la t io n  
d e c l in e d  in  t h e  o t h e r  s e c to r s .  T h u s ,  t h e r e  w a s  a  d e c l in e  in  t h e  r e s o u r c e s  a l lo c a te d  to  c o n s t r u c t io n
( - 1 5 % ) ,  t r a n s p o r t  ( - 3 % ) ,  c o m m u n ic a t io n s  ( - 8 % ) ,  t r a d e  ( - 9 % ) ,  a n d  th e  r e m a i n i n g  s e c to r s  ( - 5 % ) .
F o r  i t s  p a r t ,  i n v e s tm e n t  in  t h e  n o n - p r o d u c t iv e  s p h e r e  g r e w  b y  1 .5%  to  6 9 0  m i l l io n  p e s o s  a n d  
w a s  d i r e c te d  c h ie f ly  to  t h e  a r e a s  o f  h e a l th  a n d  e d u c a t io n .
W h i le  b y  t h e  e n d  o f  198 4  to t a l  i n v e s tm e n t  t h e n  u n d e r w a y  h a d  r i s e n  to  a lm o s t  6 .8  b i l l i o n  p e s o s ,  
in  1985 i t  r e a c h e d  8 .1 4  b i l l io n  p e s o s ,  a s  w o r k s  w e r e  c o m p le te d  m o r e  s lo w ly  in  r e s p o n s e  to  t h e  
i n v e s tm e n t  p o lic y  p u r s u e d  d u r i n g  th e  y e a r .
’The steady accumulation of stocks which has been observed is not necessarily attributable to the need to build up new and normal 
working reserves but rather to weaknesses in the planning of supplies and in the organization of their timely delivery to users. See Fidel Castro,
"Informe Central al Tercer Congreso del Partido Comunista de Cuba", Granma, 5 February 1986.
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A t  t h e  e n d  o f  1 9 8 4 , t h e  g o v e r n m e n t  s e t  sp e c if ic  g u id e l in e s  f o r  i n v e s tm e n t .  T h e  p l a n  a d o p te d  f o r  
1985 b y  t h e  P e o p l e 's  P o w e r  A s s e m b ly  m a d e  t h e  s t a r t  u p  o f  a n y  n e w  w o r k s  c o n d i t i o n a l  o n  t h e  c a r r y in g  
o u t  o f  f e a s ib i l i ty  s tu d ie s  a n d  e s ta b l i s h e d  s t r i c t  p r io r i t y  c r i t e r i a .  P r io r i t y  w a s  t h u s  g iv e n ,  f i r s t  o f  a l l ,  to  
t h e  i n v e s tm e n t s  w h ic h  c o u ld  m o s t  q u ic k ly  in c r e a s e  p r o d u c t io n  f o r  e x p o r t s  to  t h e  f r e e  m a r k e t  
e c o n o m y  c o u n t r i e s  o r  w h ic h  c o u ld  b e  s u b s t i t u t e d  f o r  i m p o r t s  f ro m  t h o s e  c o u n t r i e s .  S e c o n d  in  o r d e r  o f  
p r i o r i t y  w e r e  w o r k s  w h ic h  w o u ld  c a r ry  o n  w i th  t h e  l a r g e  i n v e s tm e n t s  u n d e r t a k e n  in  c o l l a b o r a t io n  
w i th  t h e  S o v ie t  U n i o n  a n d  o t h e r  s o c ia l is t  c o u n t r i e s .
T h e  g o v e r n m e n t  d e t e r m in e d  t h a t  t h e  w e a k n e s s e s  in  c a p i ta l  f o r m a t io n  lay  in  t h e  f a c t  t h a t  i t  w a s  
n o t  l in k e d  c lo se ly  e n o u g h  to  a  p l a n n e d  c r i t e r i o n  o f  e c o n o m ic  d e v e lo p m e n t .  T h is  m e a n t  t h a t ,  in  m a n y  
c a s e s ,  t h e  i n v e s tm e n t  i n i t i a t i v e  w a s  s e c to ra l  r a t h e r  t h a n  c e n t r a l i z e d .  F u r t h e r m o r e ,  e v id e n c e  w a s  
a d v a n c e d  w h ic h  in d ic a te d  t h a t  a  p r o p e r  b a la n c e  h a d  n o t  b e e n  a c h ie v e d  w i t h  r e s p e c t  to  c o m p le m e n ta r y
T ab le  4
C U B A : G L O B A L  S O C IA L  P R O D U C T  B Y  E C O N O M IC  S E C T O R S "
M illio n s  o f  C uban  pesos P e rcen tag e
at 1981 p rices b re a k d o w n '
G  ro w th  ra te s '
1982 1983 1984 1985* 1970A 1980 1985* 1982 1983 1984 1985*
G lo b a l so c ia l p ro d u c t 23 024 24 153 25 921 27  168 100.0 100.0 100.0 3.8 4 .9 7.3 4 .8
M a te r ia l  p r o d u c t 15 226 15 838 17 290 18 312 67 .8 6 6 .6 67 .4 2.2 4 .0 9.2 5.9
A g ric u ltu re , fo restry
and fish ing 3 703 3 685 3 928 3 970 14.7 17.7 14.6 -2.3 -0.5 6.6 1.1
A g ric u ltu re 3 376 3 316 3 518 3 534 13.9 16.2 13.0 -3.5 -1.8 6.1 0.5
S u g ar-cane  ag ricu ltu re 1 056 970 1 014 979 6.7 5.1 3.6 -7.7 -8.1 4.5 -3.5
N o n -su g a r-c a n e
ag ricu ltu re 899 852 903 965 3.1 3.9 3.5 -0.7 -5.2 6.0 6.9
S to ck -ra is in g 1 386 1 461 1 564 1 548 4.1 7.1 5.7 -2.0 5.4 7.0 -1.0
A g ric u ltu re  serv ices 35 33 37 42 - 0.1 0.2 - -5.7 12.1 3.3
F o re stry 84 108 118 117 0.2 0.4 0.4 5.0 28 .6 9.4 -0.7
F ish in g 243 261 292 319 0.6 1.1 1.2 14.6 7.4 11.9 9.2
In d u str ia l 9 723 10 161 11 055 11 978 47 .9 41.1 44.1 4.5 4.5 8.8 8.3
E lectrica l energy 488 502 535 524 1.5 2.0 2.0 8.0 2.9 6.6 -2.1
M in in g  and m e ta llu rg y 250 272 266 291 0.8 1.2 1.1 2.0 8.8 -2.2 9.4
M a n u fac tu rin g 8 985 9 391 10 254 11 163 45.5 37.9 41.0 4.4 4.5 9.2 8.9
C o n s tru c tio n 1 801 1 988 2  307 2  364 5,2 7.8 8.7 0.7 10.4 16.0 2.5
N o n -m a te r ia l  p r o d u c t 7 798 8 315 8 630 8 856 32.2 33.4 32 .6 7.0 6.6 3.8 2 .6
T ra n s p o r t 1 667 1 725 1 856 1 887 9.4 7.2 6.9 2.7 3.5 7.6 1.6
C o m m u n ica tio n s 188 206 227 240 0.8 0.8 0.9 9.3 9.6 10.2 5.6
C o m m e rc e ' 5 823 6 243 6 386 6 559 22.0 25.0 24.2 8.0 7.2 2.3 2.7
O th e r  p ro d u c tiv e
ac tiv itie s 120 141 161 170 - 0.4 0.6 20.0 17.5 14.2 5.8
Source: ECLAC, on the basis of figures supplied by the State Statistical Committee.
"The global social product is equivalent to the value of gross production. According to official sources "the basic criterion for recognizinggross 
production and ascribing it to a given sector, branch and sub-branch is the nature of the basic activities carried out by the enterprise, 
establishment or department with an independent balace in which the economic activity is carried out" (see State Statistical Committee, Bases 
metodológicas del sistem a de balances dela economía nacional, Havana, November 1981, p. 9). Consequently, the information contained in this 
table does not relate solely to sectors and branches of origin; the classification adopted records not only the main production of the 
entrepreneurial units but also the secondary production carried out in those units, whether or not it corresponds, by origin, to the same branch 
of activity. I f  a system of classification based strictly on sectors of origin were adopted ( in accordance with the criterion adopted by the United 
Nations in the 1SIC), the conclusions at sectoral and branch levels would bedifferent. Thus the dataon the agricultural sector include secondary 
production of industry and construction not computed in these sectors. Nevertheless, these differences are cancelled out in the total material 
product. "Preliminary figures. ’This corresponds to real figures and not rounded-off figures. At 1965 prices.
’Includes public food supply, external trade, technical and material supplies, agricultural inventories, collection of scrap iron and useful raw 
materials as well as domestic wholesale and retail trade. ’includes: work on technical projects, mechanical and automatic data processing 
and other productive activities.
222
CUBA
a n d  m u tu a l ly  s u p p o r t i v e  i n v e s tm e n t s .  S o m e  in v e s tm e n t s  o f  p r i m e  im p o r t a n c e  h a d  n o t  b e e n  in i t i a te d  
b e c a u s e  o t h e r ,  c o m p le m e n ta r y ,  o n e s  su c h  a s  b a s ic  s e rv ic e s  ( w a te r  a n d  e le c t r ic i ty ,  f o r  e x a m p le ) ,  f e e d e r  
r o a d s ,  w o r k e r  h o u s i n g  a n d  p u b l ic  w o r k s  h a d  n o t  b e e n  c o m p le t e d  o n  t i m e .10
b) E v o lu tio n  o f  tb e  m a in  sectors
T h e  4 .8 %  g r o w th  in  t h e  g lo b a l  so c ia l  p r o d u c t  w a s  le s s  t h a n  t h a t  o f  t h e  tw o  p r e c e d in g  y e a r s .  T h e  
in c r e a s e  w a s  t h e  r e s u l t  o f  a n  a lm o s t  6 %  e x p a n s io n  in  m a te r i a l  p r o d u c t io n  a n d  a  2 .6 %  r i s e  in  
n o n - m a t e r i a l  p r o d u c t io n .  I n d u s t r y  c o n t in u e d  to  e x p a n d  a t  a  h ig n  r a t e  ( 8 % )  b u t  g r o w t h  in  c o n s t r u c ­
t i o n  fe ll  f r o m  1 6 %  in  198 4  to  2 .5 %  in  1 9 8 5 . A n  e v e n  m o r e  m a r k e d  d r o p  w a s  o b s e rv e d  in  t h e  g r o w th  
o f  t h e  a g r ic u l tu r a l ,  f o r e s t ry  a n d  f i s h in g  s e c to r  in a s m u c h  a s  th i s  r a t e  w a s  o n ly  1 %  a f te r  h a v in g  r e a c h e d  
c lo s e  to  7 %  in  1 9 8 4  ( s e e  ta b le  4 ) .
E x c e p t  f o r  c o m m e r c e ,  g r o w t h  in  a ll  t h e  s e c to r s  c o m p r i s in g  n o n - m a t e r i a l  p r o d u c t io n  fe ll 
d r a m a t ic a l ly .  T h e  d e c l in e  w a s  p a r t i c u l a r ly  s h a r p  in  t r a n s p o r t .  A f te r  s e v e ra l  y e a r s  o f  v ig o r o u s  
e x p a n s io n ,  t h e  s t r a te g ic  s e c to r  " o th e r  p r o d u c t iv e  a c t iv i t i e s " ,  c o m p o s e d  o f  i n v e s tm e n t  a n d  p r o d u c t io n  
s u p p o r t  s e rv ic e s ,  a lso  lo s t  d y n a m is m . T h e s e  s e rv ic e s  in c lu d e ,  inter alia, s t r u c tu r a l  d e s ig n  a n d  
c o m p u t a t i o n  a n d  in f o r m a t i o n  a n d  c o m p u te r i z e d  d a ta  s e rv ic e s  ( s e e  t a b le  4 ) .
i)  Agriculture. I n  c o n t r a s t  w i th  i t s  6 %  e x p a n s io n  in  1 9 8 4 , a g r ic u l tu r a l  a c tiv i ty  in c r e a s e d  b y  o n ly  
0 .5 % .  U n l ik e  1 9 8 4 , w h e n  t h e r e  w a s  s ig n i f ic a n t  g r o w th  in  e v e ry  b r a n c h ,  in  198 5  in c r e a s e s  w e r e  
s m a l l e r  a n d  p r o d u c t i o n  o f  s o m e  i t e m s  d e c l in e d .  T h e  d r o u g h t  w h ic h  h a s  b e e n  a f fe c t in g  th e  c o u n t r y  
s in c e  198 3  a n d  t h e  r a v a g e s  o f  h u r r i c a n e  K a t e  c o n t r ib u te d  to  th is .  T h e  d r o u g h t  b e c a m e  p a r t i c u la r ly  
s e r io u s ,  s in c e  d u r i n g  th e  r a in y  s e a s o n  (M a y - O c to b e r )  t h e  a v e r a g e  r a in f a l l  w a s  t h e  lo w e s t  r e c o r d e d  in  
t h e  la s t  q u a r t e r  c e n tu r y  a n d  2 4 %  lo w e r  t h a n  t h e  a v e r a g e  f o r  t h e  l a s t  4 0  y e a r s .  F u r t h e r m o r e ,  t h e  
h u r r i c a n e  d e s t r o y e d  o r  d a m a g e d  la r g e  p l a n t a t i o n s  o f  s u g a r  c a n e ,  b a n a n a s ,  to b a c c o , c i t r u s  f ru i t s  a n d  
o t h e r  c r o p s  a s  w e l l  a s  m a n y  l iv e s to c k ,  p o u l t r y ,  s to r a g e  a n d  a g r o in d u s t r i a l  f a c il i t ie s .
T h e  h a r v e s t  o f  c r o p s  o t h e r  t h a n  s u g a r c a n e  c o v e r e d  a n  a r e a  o f  1.6 m i l l io n  h e c ta r e s ,  7 %  le s s  t h a n  
in  1 9 8 4 . O f  t h i s  a r e a ,  4 8 0  0 0 0  h e c t a r e s  w e r e  d e v o te d  to  s e a s o n a l  c r o p s  a n d  1.1 m i l l io n  to  p e r m a n e n t  
c ro p s .  T h e s e  f ig u re s  w e r e  1 5 %  a n d  1 8 %  le s s ,  r e s p e c t iv e ly ,  t h a n  t h e  y e a r  b e fo re .  T h e  S ta te  s e c to r  
a c c o u n te d  f o r  6 1 %  o f  t h e  s e a s o n a l  c r o p s  a n d  8 7 %  o f  t h e  p e r m a n e n t  c ro p s .
E x c e p t in g  h e n e q u é n ,  k e n a f  a n d  p a s t u r e  a n d  fo d d e r ,  t h e  v o lu m e  h a r v e s t e d  w a s  3 .2  m i l l io n  to n s ,  
6 %  m o r e  t h a n  in  1 9 8 4 . O f  th i s  v o lu m e ,  t h e  p r i v a t e  a n d  c o - o p e r a t iv e  s e c to r  a c c o u n te d  f o r  o n e  th i r d  
( 6 %  m o r e  t h a n  in  1 9 8 4 ) ;  o n  th e  o t h e r  h a n d ,  th i s  s e c to r 's  s h a r e  in  t h e  p a s tu r e  a n d  f o d d e r  h a r v e s t  w a s  
o n ly  2 % ,  w h i le  in  h e n e q u é n  a n d  k e n a f  i t  w a s  n u ll .
G r a in  p r o d u c t i o n  d e c l in e d  b y  5 %  d u e  to  t h e  8 %  d r o p  in  p r o d u c t iv i ty  c a u s e d  b y  h u r r i c a n e  K a te ,  
w h ic h  p a r t i c u l a r ly  d a m a g e d  th e  r ic e  c ro p .  I n  c o n t r a s t ,  d u e  so le ly  to  h i g h e r  p r o d u c t iv i ty ,  t h e  v e g e ta b le  
h a r v e s t  w a s  1 2 %  l a r g e r  t h a n  t h a t  o f  t h e  p r e v io u s  y e a r .  T h e  9 %  in c r e a s e  in  t h e  r o o t  a n d  t u b e r  h a r v e s t  
c o m p e n s a t e d  f o r  t h e  r e d u c t io n  in  t h e  a r e a  h a r v e s t e d  a n d  p r o d u c t io n  s to o d  a t  6 8 1  0 0 0  to n s .  T h a n k s  to  
t h e  c o n t r o l  o f  t h e  p l a n t  r u s t  w h ic h  h a d  d a m a g e d  t h e  c o ffe e  p l a n t a t i o n s  in  1 9 8 0 -1 9 8 3 , c o ffe e  
p r o d u c t i o n  w a s  a lm o s t  e q u a l  to  t h a t  o f  t h e  p r e v io u s  y e a r .  T h e  15 %  e x p a n s io n  in  p r o d u c t iv i ty  e x p la in s  
t h e  s t a b i l i z a t i o n  o f  to b a c c o  p r o d u c t io n ,  g iv e n  t h a t  5 7  0 0 0  h e c t a r e s  le s s  ( - 1 4 % )  w e r e  h a r v e s t e d  t h a n  in  
1 9 8 4 ; in  a d d i t io n ,  a  h ig h  le v e l  o f  q u a l i ty  w a s  a ls o  o b t a in e d  a s  r e g a r d s  t h e  w r a p p i n g  l e a v e s  f o r  c ig a r s  
f o r  e x p o r t  ( s e e  ta b le  5 ) .
T h e  f ru i t  h a r v e s t  r e a c h e d  a  r e c o r d  l e v e l ,  p a s s in g  t h e  1.3 m i l l io n  t o n  m a rk .  E x c e p t  f o r  b a n a n a s ,  
w h o s e  p r o d u c t i o n  fe l l  b y  1 4 %  b e c a u s e  o f  th e  e x c e s s iv e  d a m a g e  to  t h e  f ie ld s  c a u s e d  b y  h u r r i c a n e  K a te ,  
t h e  p r o d u c t i o n  o f  o t h e r  f ru i t s  in c r e a s e d  s ig n if ic a n tly . C i t r u s  p r o d u c t io n  — a n  i m p o r t a n t  s o u rc e  o f  
f o r e ig n  e x c h a n g e —  r e a c h e d  a n  u n p r e c e d e n te d  le v e l  o f  7 5 0  0 0 0  t o n s ,  d u e  p a r t l y  to  t h e  f a c t  t h a t  
10  0 0 0  h e c t a r e s  s o w n  p r e v io u s ly  e n t e r e d  in to  p r o d u c t io n  a n d  p a r t ly  to  t h e  fa c t  t h a t  v a s t  g r o v e s  
a p p r o a c h e d  th e  b e s t  y ie ld s  o f  t h e i r  l ife  cyc le .
A s  in  p r e v io u s  y e a r s ,  t h e  n o n - S ta te  ( p r iv a t e  a n d  c o - o p e r a t iv e )  s e c to r  m a d e  a  v e ry  s ig n i f ic a n t  
c o n t r i b u t i o n  to  s o m e  c r o p s .  T h is  s e c to r  a c c o u n te d  f o r  7 3  %  o f  t h e  s t r a te g ic  p r o d u c t io n  o f  to b a c c o ,  
9 1  %  o f  p e p p e r s ,  5 9 %  o f  t o m a to e s ,  3 8 %  o f  c o f fe e , 3 4 %  o f  b a n a n a s ,  a n d  1 3 %  o f  c i t r u s  f ru i t s  a n d  o f  
g r a in s .
S u g a r -c a n e  p r o d u c t io n  fe ll  b y  a lm o s t  4 %  d e s p i te  t h e  fa c t  t h a t  a n  a r e a  o f  1.3 m i l l io n  h e c t a r e s ,  
a lm o s t  e q u a l  to  t h e  1 9 8 3 /1 9 8 4  c r o p ,  w a s  r e a p e d .  T h e  a m o u n t  o f  c a n e  c u t  to  p r o d u c e  s u g a r  (6 6 .8
10Fidel Castro, "Informe Central ... ", opxtt.
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Table 5
CUBA: INDICATORS OF AGRICULTURAL PRODUCTION
1975
G ro w th  _
1980 1983 1984 1985" rates
1982 1983 1984 1985"
b
G ro p  p r o d u c t i o n 1 
G ra in s
R ice 447 478 518 555 524 14.4 -0.4 7.2 -5.6
M aize 20 23 30 30 33 -7.2 38.7 - 10.0
B e an s 3 9 13 12 11 48 .9 4.6 -7.9 -8.3
V eg e tab le s
T o m a to e s 169 207 153 235 273 -27.3 -32.3 53.6 16.2
O n io n s 9 10 10 14 32 -7.1 -32.9 40.0 128.6
P e p p e rs 20 45 23 27 35 1.4 -33.7 17.4 2 9 6
R o o ts  and tu b ers '
P o ta to e s 121 239 207 259 307 -5.4 -20.0 29.1 18.5
B o n ia to 82 228 201 163 173 -11.2 13.3 -18.9 6.1
M a lan g a 30 161 45 53 48 -54.1 -0.8 17.8 -9.4
F ru its
C itru s  fruit 170 444 631 600 748 12.6 19.1 -4.9 24.3
O ra n g e s 121 298 400 375 4 0 8 31.5 18.0 -6.2 8.8
L em o n s 12 25 30 48 60 34.2 -26.4 17.1 25.0
G ra p e fru it 26 84 165 151 237 -11.1 29.2 -8.5 57.0
B a n an as 183 233 313 403 345 4:2 15.4 28.8 -14.4
M a n g o es 33 59 39 38 85 -8.7 -25.3 -2.6 123.7
G u av as 18 46 50 51 59 - 17.8 2.0 15.7
T obacco 42 8 30 45 45 -17.7 -32.7 50.0 -
Coffee 20 19 18 23 24 32.5 -35.8 27.8 4.3
C ocoa 1 1 2 2 2 -2.3 16.9 11.1 -
F ib re  cro p s
K e n a f 22 10 20 20 19 -4.5 26.1 -0.5 -5.0
H e n e q u é n 276 206 228 226 233 56.5 9.2 -0.9 3.1
C u ltiv a ted  p a s tu re ,
fodder 39 43 38 34 31 0.9 - -10.5 -8.8
L iv e s to c k
Stocks
C a tt le ' 5 619 5 059 5 099 5 115 5 020 0.3 -0.3 0.3 -1.9
D airy  c o w s ' 399 398 412 408 406 1.7 -1.3 -1.0 -0.5
S w in e ' 600 765 911 1 009 1 038 1.5 6.7 10.8 2.9
P o u l t ry 7 18 25 26 27 26 -3.9 11.7 3.8 -3.7
A n im a ls  s la u g h te red *
C a ttle 240 293 303 302 299 -1.4 0.9 -0.3 -1.0
S w ine 43 58 76 86 95 3.7 7.2 13.2 10.5
P o u ltry 57 91 90 107 113 -26.1 18.4 18.9 5.6
O th e r  p ro d u c tio n
M ilk* 591 889 948 943 929 -0.3 2.1 -0.5 -1.5
Eggs'" 1 851 2  327 2  493 2  557 2  524 -4.8 11.0 2.6 -1.3
H O ney " 6 7 10 9 10 13.5 1.0 -10.0 11.1
Source: ECLAC, on the basis of figures supplied by the State Statistical Committee.
"Preliminary figures. Growth rates correspond to real, not rounded figures. ' Thousands of tons, with theexceptionof henequén
expressed in millions of bunches, and cultivated pasture and fodder in millions of tons. In State firms. 'Thousands of




million tons) was 15% less than during the preceding season, as a result of the 13% decline in crop 
yield, which was only 50 tons per hectare.
With the use of more advanced technology in sugar-cane cultivation11 and the shortening by 
23% of the sugar-cane harvest season (135 days), the number of workers employed in cutting cane by 
hand (macheteros) fell to 72 000, i.e., 52 000 less than five years before. In 1985, all the sugar-cane 
enterprises were assigned to sugar mills for crop processing, particularly sowing, cleaning and 
chopping, and all the technical and economic activities required for sugar production were thus 
vertically integrated.
Stock raising fell by 1 %, in contrast with the favourable results of the preceding biennium. The 
drought and the hurricane caused severe damage to the sector. The drought caused a decline in births 
and an increase in deaths in cattle herd, hence, at the end of the year, stocks (slightly more than 5 
million head) were 2% lower than those of 1984. Hurricane Kate not only severely damaged dairies, 
piggeries, and poultry installations, but also killed almost 1 million birds, thus reducing the stock to 
25.9 million units.
In order to alleviate the shortage of fodder for cattle that was faced during the year, 400 000 
tons of fertilizer were applied to the irrigated forage areas, which was an increase of 20% over 1984. 
At the same time, despite the lack of moisture and green pasture, the production of fodder for storage 
in silos increased by 800 000 tons. Furthermore, in order to protect the cattle from the drought, 
810 000 head were stabled between November 1984 and March 1985. Milk production fell by 2% and 
beef production by 1%, however, because fewer animals were slaughtered and because the average 
yield from the animals slaughtered fell by 10 kilograms. On the other hand, despite the losses caused 
by the hurricane, poultry meat production continued to rise as a result of greater efficiency; the 
conversion of feed to meat fell from 2.60 kilograms to 2.49 kilograms. Similarly, because of the 
improved management of the pig herd, both the stocks and the slaughter and yield of animals grew 
for the fourth year running (see table 5).
In 1985, 20 000 hectares were incorporated into agricultural co-operatives, bringing the total 
area in this sector to over one million hectares.12 As the number of co-operatives declined —through a 
merger process— the number of members also fell, because retirement and pension schemes 
covering 4 000 co-operative members came into effect at that time.
Finally, the agricultural sector received loans amounting to 730 million pesos, 13% more than 
in 1984. The number of workers in agriculture (582 000) remained unchanged and thus fell to 18.3% 
of the total working population, following the downward trend observed since 1975. The sector's 
labour productivity increased by 0.7% and was accompanied by a slightly higher increase in the 
average wage paid (0.8%).
ii) Fishing. The total fish and seafood catch was a record high of 220 000 tons; the fish and 
shellfish catches increased by 9% and 8%, respectively, and that of mollusks and other species by 
17%.
This branch of economic activity, which has received considerable encouragement in the past 20 
years, had a fleet.of 211 ships at the beginning of 1985; this was increased with the construction of 27 
ferroconcrete ships, which are the type of vessel on which increases in the fishing fleet have been 
based since 1980. In 1985, 36 million pesos were invested, bringing the capital accumulated in this 
branch between 1981 and 1985 to 119 million pesos, an amount which was, however, lower than that 
recorded during the quinquennium 1975-1979.
The sector's exports increased by 30% and reached 120 million pesos. The sector's contribution 
to domestic consumption was 150 000 tons of fish and shellfish, 3% more than in 1984.
¡ii) Petroleum mining and metallurgy.1 * After declining the year before, the sector's output 
increased by 9% (see table 4). The main factors contributing to this growth were the 22% increase in 
the production of ordinary steel bars and the 11% rise in that of corrugated steel rods.
11 Since the 1979/1980 season, cane loading has been completely mechanized, and during the 1984/1985 harvest the number of loaders 
reached 11 837. The number of combines used in cutting and cleaning the cane during the 1979/1980 season stood at 2 550, whereas in the 
1984/1985 season 3 438 were used, which was fewer than those in operation in 1983/1984 because some of the combines had been replaced by 
others with a larger capacity.
"Sugarcane co-operatives accounted for 40%, coffee plantations for 19%, stock raising for 14%, tubers and vegetables for 11% and 
other agricultural activities for 16%.
" In the terminology used in Cuba, ferrous and non-ferrous mining are grouped together with the metallurgy of both types of minerals.
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C r u d e - o i l  e x t r a c t i o n  r o s e  b y  13 %  to  a  t o t a l  o f  8 6 8  0 0 0  t o n s  a n d  t h a t  o f  n a tu r a l  g a s  — w h ic h  h a d  
f a l le n  f ro m  18 m i l l io n  c u b ic  m e t r e s  in  1 9 8 0  to  o n ly  3 m i l l io n  in  1 9 8 4 —  m o r e  t h a n  d o u b le d  ( s e e  
ta b le  6 ) .  T h e s e  r e s u l t s  w e r e  o b t a in e d  u n d e r  a  p r o s p e c t i o n  p r o g r a m m e  a im e d  a t  i n c r e a s in g  p r o v e n  
r e s e r v e s  in  o r d e r  to  e n s u r e  a n  e x t r a c t io n  r a t e  o f  2  m i l l io n  to n s  b y  1990 .
A l th o u g h  th e  v o lu m e  o f  p r o c e s s e d  c r u d e  o i l  d e c r e a s e d  b y  a lm o s t  1 % , t h e  r e m o d e l l in g  o f  t h e  
N ic o  L o p e z  r e f in e r y  in  H a v a n a  a n d  th e  c o n s t r u c t io n  o f  th e  H e r m a n o s  D ia z  r e f in e r ie s  in  S a n t ia g o  a n d  
C ie n fu e g o s  c o n t in u e d .  T h e  r e f in e r y  in  S a n t ia g o  w il l  h a v e  a  r e f in in g  c a p a c ity  o f  1.5 m i l l io n  t o n s  o f  
c r u d e  a n d  t h e  r e f in e r y  in  C ie n fu e g o s  w il l  h a v e  a  p r o c e s s in g  c a p a c ity  o f  3 m i l l io n  to n s .  I n v e s t m e n t  in  
t h e s e  a n d  o t h e r  p e t r o l e u m  a c t iv i t ie s  w a s  2 6 8  m i l l io n  p e s o s ,  w h ic h  w a s  s im i l a r  to  t h e  f ig u re  f o r  t h e  
p r e c e d i n g  y e a r .
I n v e s t m e n t s  in  f e r r o u s  m e ta l lu r g y  g r e w  r a p id ly  ( 6 7 % )  a n d  w e r e  c h a n n e le d  p r im a r i l y  to  w o r k s  
e x p a n d i n g  t h e  p r o c e s s i n g  c a p a c ity  o f  t h e  A n t i l l a n a  d e  A c e r o  s te e l  p la n t .  T h e  2 2 9  m i l l io n  p e s o s  
in v e s te d  in  m i n i n g  a n d  n o n - f e r r o u s  m e ta l lu r g y  ( a  2 9 %  in c r e a s e )  w a s  a l lo c a te d  m a in ly  to  t h e  
c o n s t r u c t i o n  o f  l a t é r i t e  p r o c e s s i n g  p l a n t s  f o r  t h e  p r o d u c t io n  o f  n ic k e l  p lu s  c o b a l t .14
iv )  Manufacturing. M a n u f a c tu r in g  o u t p u t  i n c r e a s e d  b y  a b o u t  9 %  f o r  t h e  s e c o n d  y e a r  in  a  r o w . 
C o n s u m e r  a n d  c a p i t a l  g o o d s  p r o d u c t i o n  in c r e a s e d  b y  1 1 % ,  f a l l in g  b e lo w  t h e  g r o w th  r a t e s  r e c o r d e d  
d u r in g  t h e  p r e v io u s  t h r e e  y e a r s .  T h e  p r o d u c t io n  o f  i n t e r m e d ia t e  g o o d s  r o s e  b y  a lm o s t  8 %  a n d  t h a t  o f  
n o n - d u r a b l e  c o n s u m e r  g o o d s  b y  9 %  ( s e e  ta b le  7 ) .
I m p o r t s  o f  i n t e r m e d ia t e  g o o d s  r o s e  b y  11 %  a n d  p r o v id e d  th e  s e c to r  w i th  a n  a d e q u a te  s u p p ly  o f  
in p u t s .  T h e  in s t a l l e d  c a p a c ity  o f  t h e  s e c to r ,  w h ic h  in  198 3  a n d  1 9 8 4  h a d  b e e n  b o o s te d  w i th  t h e  
a d d i t io n  o f  21  f a c to r ie s ,  i n c r e a s e d  f u r t h e r  w i th  t h e  p a r t i a l  o r  to t a l  e n t r y  i n t o  o p e r a t i o n  o f  a n o t h e r  18
T a b le  6
C U B A : P R I N C I P A L  P E T R O L E U M , M I N I N G  A N D  
M E T A L L U R G IC A L  P R O D U C T I O N
T h o u san d s  o f  to n s  G ro w th  ra tes
1975 1980 1983 1984 1985" 1982 1983 1984 1985"
P e tro le u m  a n d  p e tro le u m  p r o d u c ts
C rude p e tro le u m  e x tra c tio n 226 234 744 770 868 13.7 37.0 3.8 12.7
C rude p e tro le u m  re fin in g 5 9 7 6 6 236 6 580 6 616 6 582 1.6 0.1 0.3 -0.9
P e tro le u m  fuel 2  822 3 026 3 414 3 437 3 318 2.2 6.8 0.7 3.5
D iese l fuel 1 083 1 099 1 060 1 020 979 -0.1 -5.2 -3.8 -4.0
N a tu ra l  gas 17 18 8 3 7 -19.5 -22.4 -22.4 133.3
G aso lin e 047 807 890 984 953 -14.4 5.1 10.6 -3.2
F e r ro u s  m in in g  a n d  m e ta llu rg y
R efrac to ry  c h ro m iu m B 36 29 34 38 38 33.2 23.1 12.8 -
O rd in a ry  steel 298 304 364 338 413 -8.6 20.8 -7.0 22.2
T e x tu re d  steel bars 243 260 241 270 301 -26.0 18.4 12.2 11.5
N o n - fe r r o u s  m in in g  a n d  
m e ta llu rg y
N ick e l p lu s cobalt 
(m e ta l co n te n t) 37 38 39 33 33 -6.6 4.4 -15.6
C o p p e r  co n cen tra teA 
(m eta l c o n te n t) 2  777 3 305 2  667 2  701 3 100 -9.0 0.8 1.2 14.8
Source: ECLAC, on the basis of figures supplied by the State Statistical Committee. 
"Preliminary figures. Millions of cubic metres. ’Tons.
"One such plant, the Punta Gorda facility, with a capacity o f27 000 tons of nickel plus cobalt sinter, will enter into partial operation in 
1986. The other, the CAME 1 plant, with a 30 000 tons capacity, will come on stream in 1990. The first of these plants is being built with the 
technological and financial support of the Soviet Union and the second with the support of the CMEA member countries. Both plants will pay for 




CUBA: INDICATORS OF MANUFACTURING PRODUCTION”
In d ex  o f  m ate ria l
p ro d u c tio n  (1975 =  100) G r o M h  r a te s '
1980 1983 1984 1985'' 1982 1983 1984 1985''
T o ta l '' 110.5 143.5 156.7 170.6 4.4 4.5 9.2 8.9
N o n - d u ra b le  c o n s u m e r  g o o d s
in d u s try 104.2 138.6 150.1 163.2 6.6 2.1 8.3 8.8
F oodstu ffs (ex c lu d in g  sugar) 115.5 141.1 148.4 155.5 2.4 7.6 5.1 4 .8
S ugar and  sug a r p ro d u c ts 112.6 129.6 137.1 140.3 2.3 -3.7 5.8 2.3
B e v erag es and  tobacco 84.0 141.0 160.5 187.4 15.8 0.5 13.5 16.8
R e ad y -m ad e  c lo th in g 115.9 157.3 159.6 171.1 -4.1 15.8 1.5 7.2
P rin te d  m a tte r 128.8 141.5 162.2 182.6 11.3 -12.9 14.6 12.5
I n te rm e d ia te  g o o d s  in sd u s try 107.1 115.3 122.2 131.6 -5 .0 3.5 6.0 7.7
T e x tile s 115.0 136.4 140.2 174.2 - 5.6 2.8 24.2
C h e m ica ls 109.8 115.9 128.8 145.2 -13.8 9.1 11.1 12.8
F ue ls 97.8 106.1 106.9 104.8 3.5 1.0 0.7 -2.5
C o n s tru c tio n  m a te ria ls 137.6 120.9 129.0 137.2 -4.2 -2.5 7.4 5.6
C o n s u m e r  d u ra b le  and
cap ita l g o o d s  in d u s try  
C o n s tru c tio n  o f  n o n -e lec trica l
164.3 2 5 8 .0 303.3 336 .6 11.5 17.5 17.6 11.0
m ach in ery
E le c tro tech n ica l and
175.5 281.3 ' 332.3 365.1 15.1 16.0 18.1 9.9
e lec tro n ic  goods 148.7 229 .7 286 .6 320.0 -8.4 28.4 24.8 11.7
M e ta l p ro d u c ts 140.3 206.1 228.4 263 .3 11.8 17.5 10.8 15.3
O th e r  m a n u fa c tu re s ' 127.0 169.1 187.3 2 04 .2 2.1 8.7 10.8 9.0
Source: ECLAC, on the basis of figures supplied by the State Statistical Committee.
"At constant 1981 ptices. * Preliminary figures. ’Correspond to teal, not rounded, figures. Excluding basic metals. 
’Including, inter alia, the leather, glass and ceramics, paper and pulp, and timber processing industries.
i n d u s t r i a l  p l a n t s . 15 I n v e s t m e n t  in  t h e  s e c to r  in c r e a s e d  b y  7 % . O f  t h e  to t a l  o f  9 6 4  m i l l io n  p e s o s ,  3 0 %  
w e n t  to  t h e  s u g a r  in d u s t r y ,  1 2 %  to  n o n - e l e c t r i c  m a c h in e r y  c o n s t r u c t io n  a n d  1 0 %  to  t h e  c o n s t r u c t io n  
m a te r i a l s  in d u s t r y .  O n  th e  w h o le ,  t h e r e  w a s  i n v e s tm e n t  in  a ll b r a n c h e s  o f  in d u s try .
A m o n g  d u r a b le  c o n s u m e r  a n d  c a p i ta l  g o o d s ,  t h e  l a r g e s t  p r o d u c t io n  in c r e a s e s  w e r e  t h o s e  o f  
1 7 %  in  r e f r i g e r a to r s ,  2 2 5 %  in  p r e s s u r e  c o o k e r s  a n d  2 5 %  in  g a s  o r  k e r o s e n e  s to v e s ,  a lo n g  w i th  t h e  
c o n s t r u c t io n  o f  2 7  f e r r o c o n c r e t e  s h ip s  ( t h r e e  m o r e  t h a n  in  1 9 8 4 ). T h e  m o s t  s ig n i f i c a n t  in c r e a s e s  in  
t h e  m a n u f a c tu r e  o f  i n t e r m e d ia t e  g o o d s  w e r e  in  t h e  p r o d u c t io n  o f  t e x t i l e s  ( 1 9 % ) ,  s u lp h u r ic  ac id  
( 1 1 % )  a n d  t h e  p r o c e s s in g  o f  a lm o s t  1.6 m i l l io n  to n s  o f  f e r t i l i z e r s  ( 9 %  m o r e  t h a n  t h e  y e a r  b e f o r e ) ,  
w h e r e a s  t h e r e  w a s  d r o p  o f  5 %  in  c e m e n t  p r o d u c t io n .  F in a l ly ,  in  t h e  m a n u f a c tu r e  o f  n o n - d u r a b le  
c o n s u m e r  g o o d s  ( e x c lu d in g  s u g a r )  t h e  m o s t  s ig n i f ic a n t  in c r e a s e s  w e r e  in  c a n n e d  f ru i t s  a n d  v e g e t a ­
b le s ,  w h e a t  f lo u r  a n d  tw i s t e d  to b a c c o  ( s e e  ta b le  8 ).
T h e  1 9 8 4 /1 9 8 5  h a r v e s t  y ie ld e d  s l ig h t ly  o v e r  8  m i l l io n  t o n s  o f  r a w  s u g a r ,  2 .5 %  le s s  t h a n  in  t h e  
p r e v io u s  c r o p  cy c le . H o w e v e r ,  t h e  p r o d u c t io n  t a r g e t  w a s  e x c e e d e d  b y  2 2  6 0 0  to n s  a n d  t h e  o u t p u t  le v e l  
w a s  o n e  o f  t h e  f o u r  h i g h e s t  in  t h e  h i s to r y  o f  th e  c o u n try .
"These include a plant to produce 900 000 radios and 300 000 television sets; another to manufacture parts and accessories for heavy 
equipment and for agricultural machinery and equipment; a mechanical nickel combine w ith an annual capacity for the repair and maintenance of 
motors and turbines’valued at 30 million pesos; rwo spinning mills, which, together with the improvements made to the Ariguanabo textile 
plant, added a capacity of 21 100 tons of cotton yarn and 54 million metres of cotton and mixed textiles; an ironworks producing fittings for use in 
construction and for sanitary appliances; a metallurgical and metals manufacture plant in Cienfuegos to produce reinforced steel, preassembled 
pipes, 40 tons of steel plate and other forged products; a brewery in Camaguey which will produce 300 000 hectolitres of beer and malt during its 
first stage; a chemical synthesis plant with the capacity to process 70 tons of pharmaceutical products; and three workshops to manufacture and 
repair household appliances.
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T h e  v o lu m e  o f  m il le d  s u g a r  c a n e  (6 7  m i l l io n  to n s )  d e c re a s e d  b y  1 5 % . D e s p i t e  th e  fa c t t h a t  th e  
r a t io  b e tw e e n  th e  a c tu a l  n u m b e r  o f  d a y s  o f  m i l l in g  to  d a y s  o f  h a r v e s t  w a s  s til l  o n e  o f  t h e  lo w e s t  in  th e  
la s t  d e c a d e ,  a  n e w  re c o rd  w a s  s e t  fo r  t h e  s e c o n d  c o n s e c u t iv e  y e a r ,  w i th  6 4 6  0 0 0  to n s  o f  c a n e  b e in g  
m il le d  p e r  a c tu a l  d ay  o f  m i l l in g .  M o r e o v e r ,  th e  p r o c e s s in g  y ie ld  fo r  1985 ( 1 1 .9 9 % )  w a s  th e  h ig h e s t  
s in c e  19 7 6  ( s e e  ta b le  9 ) .
A l th o u g h  th e  d r o u g h t  p a r t i a l ly  a c c o u n te d  fo r  th e  d e c l in e  in  th e  v o lu m e  o f  c a n e  c u t a n d  fo r  th e  
h ig h e r  p r o c e s s in g  y ie ld , th e  a g r o in d u s t r i a l  c o m p le x e s  p la y e d  a  m a jo r  r o le  in  in c r e a s in g  th e  a m o u n t  o f  
c a n e  m il le d  fo r  e a c h  a c tu a l  d ay  o f  m i l l in g  a n d  in  a u g m e n t in g  th e  su g a r  p r o c e s s in g  o u tp u t  a s  th e y
T ab le  8
C U B A : M A IN  I N D U S T R IA L  P R O D U C T S
T h o u sa n d s  o f  to n s  G ro w th  ra te s
1975 1980 1983 1984 1985° 1982 1983 1984 1985°
N o n - d u ra b le  c o n s u m e r  g o o d s  
(ex c lu d in g  suga r)
C a n n ed  m eat 26 35 55 62 64 17.6 13.3 12.7 3 .2
W h e a t flour 176 271 4 2 8 4 2 2 4 4 2 9.0 11.0 -1.4 4 .7
C a n n ed  fru it and v eg e tab le s 98 122 148 162 182 -7 .9 12.6 9.5 12.3
A lco h o lic  b ev erag es 4 2 0 4 0 2 586 6 5 6 6 1 9 48.2 2 .7 11.9 -5.6
T w isted  tobacco 383 167 333 302 366 55.6 -7.1 -9.4 21.2
F ish e r ie s  
G ro ss  ca tch 143 186 198 2 0 0 220 18.7 1.6 1.0 10.0
T o ta l ca tch  un lo ad ed 113 152 165 171 182 21.4 8 .0 3 .5 6.4
O u te r  c lo th in g c 4 7 4 4 52 51 52 10.7 2 .4 -2.3 2 .0
I n te rm e d ia te  c o n s u m e r  g o o d s  
T ex tile s 144 159 170 172 205 -10 .8 11.1 -1.1 19.2
G ray  ce m e n t 2 083 2 831 3 231 3 347 3 182 -3 .9 2 .1 3 .6 -4.9
P a in ts ,  e n a m e ls  and  v a rn ish e s 241 149 162 236 234 -53 .4 140.4 45.8 -0.8
S u lp h u ric  acid 9 8 % 4 1 8 4 0 2 356 3 3 6 374 -19 .4 7 .0 -5.7 11.3
S o d iu m  h y d ro x id e 4 3 16 18 14 -39.3 46.5 7.3 -22.2
S u p e rp h o sp h a te 43 18 9 10 15 -22 .8 -60.6 10.6 50.0
A m m o n iu m  n itra te 2 0 8 312 176 3 3 6 328 -42 .0 -15.1 91.3 -2.4
C o m p le te  fe rtilize rs 7 4 9 1  059 1 082 1 036 1 160 -3 .8 5 .4 -4.2 12.0
U re a 3 16 32 65 81 -43 .0 13.8 101.6 24.6
B o tt le s ' 201 176 187 2 6 5 263 47.9 -19.5 41.4 -0.8
U n b leach e d  and  co rru g a te d  
ca rd b o ard 28 22 21 19 16 4 .4 -1 9 0 -11.7 -15.8
C o n s u m e r  d u ra b le s  
an d  c a p ita l g o o d s  
R e fr ig e ra to r s ' 50 26 16 24 28 -56.5 -11 .4 54.1 16.7
R a d io - re c e iv e rs ' 113 2 0 0 273 253 2 3 6 -6 .6 14.3 -7.3 -6.7
T e lev is io n  s e ts ' 26 4 0 91 92 94 -35 .2 80.4 0.8 2 .2
S u g ar-ca n e  co m b in es - 501 6 5 0 631 6 0 6 -0.5 8 .0 -2.9 -4.0
B uses 1 7 1 8 1 846 1 862 2 219 2 393 -3 .8 16.2 19.2 7 .8
U n in su la te d  e lec tric  
w ire  and  cable 1 332 2  547 2  033 2  069 2  800 -41.5 42.8 1.8 35.3
In su la te d  e lec tr ic  
w ire  and cab le* 27 3 8 42 52 64 -37.4 24.5 24.9 23.1
S an ita ry  a p p lia n c e s ' 160 298 3 5 0 336 338 12.8 -7.4 -3.9 0 .6
Source: ECLAC, on the basis of figures supplied by the State Statistical Committee.
"Preliminary figures. ’Thousands of hectolitres. ’Millions of units. Millions of square metres.




CUBA: BASIC INDICATORS OF THE SUGAR INDUSTRY
P ro d u c tio n  In d u s-
( th o u sa n d s  o f  to n s )  tr ia l
D ays
S u g ar-cane  m illed  p e r  day 
( th o u sa n d s  o f  to n s)
S u g ar-can e
m illed




(b ase  96°) 
(p e rc e n ­
tag es)
N o m in a l
h a rv e s t
A ctual N, o m in a l 
h a rv e s t
.Actual
1960 4 7  492 5 953 12.51 103 88 466 .3 542.3
1965 56 687 6 156 12.15 130 105 388.4 482.1
1970 79  678 8 538 10.71 217 143 367.4 557.8
1975 50 770 6 314 12.44 123 99 413 .7 513.5
1976 51  999 6 156 11.84 130 99 399.1 526.9
1977 56 149 6 485 11.55 142 104 395.8 543.0
1978 67 043 7 351 10.96 168 119 400.1 563.2
1979 73 050 7 992 10.94 182 125 402 .3 571.4
1980 6 1 6 0 0 6 665 10.82 149 109 412 .7 565.8
1981 66  4 0 8 7 359 11.08 136 114 489.1 580.3
1982 73 500 8 210 11.17 152 124 484 .6 594.1
1983 68  687 7 109 10.35 160 113 429 .6 608.9
1984 78  358 8 207 10.47 166 126 471.1 620.2
1985b 66  756 8 004 11.99 135 103 495 .2 646.5
Source: 1960-1970: Central Planning Board, Statistical Bureau, Boletín Estadístico, 1970, 1975-1984, Anuario Estadístico de Cuba. 1984, and for 
1985: data provided by the State Statistical Committee.
"Harvest year (end of November in one year to beginning of May in the following year). Preliminary figures.
c o - o r d in a t e d  t h e  o p e r a t i o n  o f  t h e  s u g a r  m i l l s  w i th  t h e  c u t t i n g  o f  t h e  c a n e  so  t h a t  t h e  s u g a r  c a n e  w a s  
c u t  w h e n  i t  w a s  r i p e s t . 16
S in c e  t h e  e n d  o f  1 9 8 2 , t h e  a c c e ss  o f  i n d u s t r i a l  e n t e r p r i s e s  to  c r e d i t  h a s  b e e n  m a d e  m o r e  f le x ib le  
in  l in e  w i th  a  s t r i c t e r  a p p l i c a t i o n  o f  t h e  e c o n o m ic  a n d  f in a n c ia l  s e l f - m a n a g e m e n t  s y s te m . T h u s ,  t h e  
i n d u s t r i a l  s e c to r  a t  y e a r  e n d  h a d  a c c u m u la te d  lo a n s  in  t h e  a m o u n t  o f  2  3 2 5  m i l l io n  p e s o s ,  a  le v e l  4 3  %  
h i g h e r  t h a n  t h a t  r e c o r d e d  a t  t h e  e n d  o f  198 4 . A  s u b s t a n t i a l  p a r t  o f  th e s e  lo a n s  w a s  a l lo c a te d  to  g e n e r a l  
r e p a i r s ,  m a i n t e n a n c e  a n d  i n v e s tm e n t s  a n d , to  a  le s s e r  e x t e n t ,  to  in v e n to r y  f in a n c in g .
F in a l ly ,  t h e  e m p l o y m e n t  p r o v id e d  b y  th e  in d u s t r i a l  s e c to r  in c r e a s e d  b y  2 .5  %  a n d  a v e r a g e  w a g e s  
r o s e  b y  1 % . T h e  s e c to r 's  p r o d u c t iv i t y ,  in c lu d in g  e le c t r ic i ty  a n d  f i s h e r ie s ,  w a s  in c r e a s e d  b y  6 % ,  a s  
m e a s u r e d  b y  t h e  r a t i o  o f  t h e  so c ia l  p r o d u c t  to  t h e  n u m b e r  o f  w o r k e r s .
v )  Construction. T h e  in c r e a s e  in  t h e  s e c to r 's  p r o d u c t  w a s  o n ly  2 .5  %  c o m p a r e d  w i th  10.5 %  a n d  
1 6 %  in  1 9 8 3 'a n d  1 9 8 4 , r e s p e c t iv e ly .  T h is  r e s u l t  r e f le c te d  t h e  c o n c e n t r a t i o n  o f  e f fo r t  in  p r io r i t y  
i n v e s tm e n t  a n d  t h e  l i m i ta t io n  o f  t h e  s t a r t - u p  o f  n e w  w o rk s .
T h e  m a i n  c o n s t r u c t i o n  p r o j e c t s  c o m p le t e d  in c lu d e d  15 w o r k s  f o r  h e a l t h  c a r e ;  2 9  f o r  e d u c a t io n ;  
6 9  i n d u s t r i a l  w o r k s  a n d  116 o t h e r  b u i ld in g s  o r  s t r u c tu r e s  to  b e  u s e d  fo r  v a r io u s  e c o n o m ic  a c t iv i t ie s ,  a s  
w e l l  a s  t h r e e  b a r r a g e  a n d  i r r i g a t io n  d a m s .
I n d u s t r i a l  c o n s t r u c t i o n  in c r e a s e d  b y  9 %  a s  d id  h y d r a u l ic  w o r k s ;  h y d r o lo g ic a l  w o r k s  in c r e a s e d  b y  
1 1 % ,  w h i le  o t h e r  p r o d u c t s  m a r k e t e d  b y  c o n s t r u c t io n  e n t e r p r i s e s  r o s e  b y  1 2 % .17 M a in te n a n c e  
p r o j e c t s ,  w h ic h  in  t h e  t h r e e  p r e v io u s  y e a r s  h a d  r e c o r d e d  v ig o r o u s  g r o w th ,  e x p a n d e d  b y  9 % . O n  th e  
o t h e r  h a n d ,  a ll o t h e r  c o n s t r u c t io n  s lo w e d  in  s o m e  c a s e s  v e ry  m a r k e d ly  ( s e e  t a b le  10).
H o u s in g  c o n s t r u c t i o n  s u r p a s s e d  6 9  3 0 0  u n i t s ,  5 %  le s s  t h a n  in  1984 . W h e r e a s  t h e  S ta te  c iv i l ia n  
s e c to r  in c r e a s e d  th e  n u m b e r  o f  c o m p le t e d  d w e l l in g s  b y  3 % ,  t h e  n u m b e r  o f  su c h  u n i t s  c o n s t r u c te d  b y  
t h e  p o p u l a t i o n  in  g e n e r a l  a n d  t h e  c o - o p e r a t iv e s  fe ll  b y  9 % . T h is  d e c r e a s e  o c c u r r e d  e v e n  th o u g h  th e  
lo a n s  g r a n t e d  to  t h e  p u b l ic  f o r  h o u s in g  c o n s t r u c t io n  a n d  r e p a i r s  in c r e a s e d  b y  3 %  a n d  t h e  s a le  o f  s o m e  
c o n s t r u c t i o n  m a t e r i a l s ,  s u c h  a s  c r u s h e d  s to n e ,  s a n d ,  m o s a ic s  a n d  c lay  b r ic k s ,  g r e w  s u b s ta n t ia l ly .
16In 1985, 144 complexes grouped around 152 sugar mills were in operation.
"This refers to work carried out by construction firms which does not, in a stria sense, correspond to construction or assembly (see 
note a of table 4).
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G e o d e s ic  a n d  e x p lo r a t i o n  a c t iv i t ie s  a n d  so il a n a ly s is  a c c o u n te d  fo r  a n  e x p e n d i tu r e  o f  164 
m i l l io n  p e s o s ,  a  f ig u re  11 %  h ig h e r  t h a n  t h a t  o f  1984 . T h e  d e s ig n in g  o f  c o n s t r u c t io n  p r o je c ts  a b s o rb e d  
9 0  m i l l io n  p e s o s ,  in c lu d in g  p r o je c ts  a n d  d e s ig n s  fo r  c o n s t r u c t io n  a b ro a d . A t  y e a r 's  e n d ,  th e  b a la n c e  o f  
S ta te  lo a n s  to  th e  s e c to r  a p p r o a c h e d  4 9 0  m i l l io n  p e s o s ,  w h ic h  r e p r e s e n te d  a n  in c r e a s e  o f  3 4 % .
F in a l ly ,  C u b a n  c o n s t r u c t io n  e n t e r p r i s e s  o p e r a t i n g  a b ro a d  c a r r ie d  o u t  w o r k s  v a lu e d  a t  a lm o s t  
U S $  140 m i l l io n  a n d  c o m p le te d  tw o  h ig h w a y s  to t a l l in g  5 4 0  k i lo m e t r e s ,  o n e  in  th e  G o n g o  a n d  th e  
o th e r  in  L ib y a . I n  A n g o la ,  th e y  b u i l t  a  c o n v e n t io n  c e n t r e  a n d  e x p a n d e d  th e  p o r t  o f  L u a n d a ,  a s  w e l l  as 
c o n s t r u c t in g  a  s a w m ill  a n d  a  f u rn i tu r e  fa c to ry  w h i le  in  G u in e a  th e y  b u i l t  a  fa c to ry  to  p r o d u c e  
p r e f a b r ic a te d  h o u s e s .  T h e s e  e n t e r p r i s e s  o p e r a t e  in  15 c o u n t r ie s  in  A s ia  a n d  A f r ic a  a n d  e m p lo y  o v e r  
10 0 0 0  w o r k e r s .18
T ab le  10
C U B A : I N D IC A T O R S  O F  C O N S T R U C T I O N
G ro ss  p ro d u c tio n  
( th o u sa n d s  o f  pesos 
a t 1981 p rices)
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985' 1980 1985° 1982 1983 1984 1985"
T o ta l 1 9 8 8 2 307 2 364 0.8 10.4 16.0 2 .7
C o n s t ru c t io n  an d  a ssem b ly 1 787 2 077 2 099 100.0 100.0 -0 .9 9 .4 15.9 1.1
A g ric u ltu re 3 9 4 2 42 4.5 2.0 -58.5 60.6 1.7 -
H o u s in g  and u rb a n iz a tio n 154 179 178 8.1 8.5 -9.7 20.4 16.2 -0.6
E d u ca tio n 4 9 74 53 7.6 2.5 -51.0 23.4 51.0 -28.4
In d u stry 3 7 8 4 4 0 4 7 7 22 .9 22.7 -14.4 20.2 16.4 8 .4
H y d rau lic  w o rk s 71 6 9 75 7.9 3.6 -29.0 -2.2 -2.8 8 .7
H ig h w ay s (ex c lu d in g  ra ilw ays) 147 182 139 8.0 6.6 -4.9 3 .9 23 .8 -23.6
R a ilw a y s 34 4 0 3 9 4.4 1.9 -35.7 9.2 17.6 -2.5
H y d ro lo g ica l w o rk s 3 0 35 3 9 1.9 1.9 -7.7 20.6 16.7 11.4
M a ritim e  facilities 36 4 5 42 2.1 2.0 0.5 •18.5 25 .0 -6.7
H e a lth  facilities 38 4 4 4 0 2.3 1.9 1.5 •22.2 15.8 -9.1
E lec tric ity  n e tw o rk s 19 2 0 19 1.0 0.9 0.6 15.5 5 3 -5 .0
C o m m u n ic a tio n  n e tw o rk s 15 13 12 0.4 0.6 -13.3 (5.9 -13.3 -7.7
M a in te n a n c e 3 1 0 381 416 10.4 19.8 24 .6 27.0 22 .9 9.2
O th e r  bu ild ings 
O th e r  p ro d u c tio n
2 7 4 2 9 2 2 8 0 10.3 13.3 48 .6 •16.5 (5.5 -4.1
m ark e ted 193 221 2 4 8 7.6 11.8 21 .0 14.9 14.5 12.2
G e o lo g ic a l e x p lo r a t io n ,  d r i l l in g  
an d  g e o d e s ic  su rvey 132 148 164 26 .5 30.7 12.1 10.8
D e s ig n  o f  c o n s t ru c t io n  p ro je c t 69 81 90 12.6 4.5 17.4 11.1
P ro d u c t io n  o f  se lec ted  b u i ld in g  
m a te r ia ls
C o rru g a ted  steel b a rsc 2 4 1 2 7 0 301 -26.0 18.4 12.0 11.5
S teel b a r s c 2 9 7 271 335 -10.8 16.5 -8.8 23 .6
G ray  c e m e n tc 
P re fab rica ted  co n cre te
3  231 3  347 3  182 -3.9 2.1 3.6 -4.9
p ro d u c ts 833 905 960 2.3 8.7 8.6 6.1
Clay b rick sc 125 128 147 -5.5 12.5 2.4 14.8
T ile s ' 5 8 66 72 -24.8 17.0 13.8 9.1
S h ee t g lass 345 2 8 4 6 0 0 122.0 21.9 -17.7 111.3
Source: ECLAC, on the basis of data from the State Statistical Committee, A nuario listadfstico de Cuba. 19R4.
"Preliminary figures. ’Correspond to real, not rounded, figures. ’Thousands of tons. Thousands of cubic metres.
’Millions of units. thousands of square metres.
1BSince 1978, these enterprises have belonged toUNECA.a union of Caribbean construction firms which has a permanent staff of 750, 
including 100 civil engineers and architeas and 200 mid-level technicians. They are also supported by another 2 500 professionals and 3 800 





G W h  G ro w th  ra te s
1970 1975 1980 1983 1984 1985" 1982 1983 1984 1985°
G ro s s  g e n e ra t io n 4  888 6 583 9 895 U  531 12 291 12 199 4 .8 4.4 6.4 -0 .7
M in is try  o f  th e  
E lec tric ity  In d u stry 3 609 5 413 8 679 10 107 10 803 10 739 4.8 4 .8 6.9 -0.6
M in is try  o f  th e  
S ugar In d u stry 881 756 954 1 085 1 125 1 131 7.2 3.8 3.7 0.5
E n te rp r is e s  
p ro d u c in g  nickel 2 3 7 2 3 9 170 2 7 0 2 5 1 2 0 9 3 .0 1.5 -7 .0 -16.7
O th e r  p ro d u ce rs 160 175 92 89 113 120 -8.0 -19.9 27 .0 (5.2
C o n s u m p t io n ' 4 048 '' 5 404 7  330 8  100 8 691 8 570 9 .8 0 .7 7 .3 -1 .4
In d u str ia l 1 829 '' 2 477 3  003 3 621 3 9 5 5 3 785 21.2 -0 .5 9.2 -4.3
A g ricu ltu ra l i f 2 0 4 312 169 184 184 -30.4 -22.6 9.1 -
C om m erc ia l 1 100' ' 1 277 1 851 1 884 1 942 1 829 1.9 -0.1 3 .1 -5.8
R e sid en tia l 1 019 '' 1 343 2 087 2 312 2 484 2 671 5 .2 5 3 7 .4 7.5
O th e rs 63d 103 77 115 126 101 39.0 7.5 9.6 -19.8
Source: ECLAC, on the basis of statistics supplied by the State Statistical Committee.
"Preliminary figures. Correspond to real, not rounded, figures. '' Excluding the consumption of the Ministry of the Sugar Industry
nickel-producing enterprises and that corresponding ro the electricity generated by "other producers". Corresponds to 1971.
v i)  Electricity. G r o s s  e le c t r ic i ty  g e n e r a t i o n  r e a c h e d  12 2 0 0  G W h , a lm o s t  1 %  le s s  th a n  in  1984. 
O f  th i s  t o t a l ,  8 8 %  w a s  g e n e r a t e d  b y  p u b lic  s e rv ic e  p l a n t s ,  9 %  b y  th o s e  in s ta l le d  in  s u g a r  m il ls  a n d  th e  
r e m a in in g  3 %  b y  p l a n t s  o p e r a t i n g  o u ts id e  th e  g r id  s y s te m  ( in  p a r t i c u l a r  th o s e  b e lo n g in g  to  th e  n ic k e l 
p l a n t s ) .  T h e  to ta l  c o n s u m p t io n  m e t  b y  p u b lic  s e rv ic e  e n t e r p r i s e s  fell 1 .5% , in  s h a r p  c o n t r a s t  to  th e  
g r o w th  s e e n  in  198 4  ( s e e  ta b le  11).
A l th o u g h  r e s id e n t ia l  c o n s u m p t io n  — w h ic h  e x p a n d e d  b y  7 0  0 0 0  u s e r s —  in c re a s e d  7 .5 % ,  
c o n s u m p t io n  b y  th e  p r o d u c t iv e  s e c to r s  d r o p p e d :  in d u s t r ia l  c o n s u m p t io n  fell b y  4 % ,  c o n s u m p t io n  b y  
c o m m e r c e  6% a n d  e le c t r ic i ty  u se  by  o th e r  s e c to r s  d e c l in e d  b y  2 0 %  a s  a  r e s u l t  o f  th e  v ig o ro u s  e n e rg y  
c o n s e r v a t io n  c a m p a ig n s  a n d  o t h e r  e f fo r ts  m a d e  b y  p r o d u c t iv e  u n i t s .  In  th is  w a y , 2 0 0  0 0 0  to n s  o f  
p e t r o l e u m  w e r e  sa v e d  c o m p a r e d  w i th  1984 .
D u r in g  th e  y e a r ,  100 M W  w e r e  a d d e d , r a i s in g  th e  g e n e r a t i n g  c a p a c ity  to  2  6 0 9  M W , 4 %  m o re  
t h a n  th e  p r e v io u s  y e a r . C o n s t r u c t io n  w o r k  w a s  a ls o  c o n t in u e d  o n  a  t h e r m o e le c t r i c  p l a n t  in  M a ta n z a s .  
T h is  p l a n t  w a s  to  b e g in  o p e r a t i n g  in  1986  a n d  w o u ld  a d d  3 3 0  M W  to  th e  sy s te m . P r o g r e s s  w a s  m a d e  
in  th e  w o r k  o n  th e  t h e r m o e le c t r i c  p l a n t  in  E a s t  H a v a n a .  T h is  p l a n t  w a s  to  b e g in  p a r t i a l  o p e r a t i o n  in  
198 6  a n d  is to  c o m e  fu lly  o n  s t r e a m  in  19 8 8  a n d  is to  ad d  a  f u r th e r  1 2 0 0  M W . I n s t a l l a t i o n  o f  th e  
J a r a g u a  n u c le a r  e le c t r ic i ty  p l a n t  in  C ie n fu e g o s  c o n t in u e d  a n d  th is  p l a n t  is  e x p e c te d  to  b r in g  a  sa v in g s  
o f  2 .4  m i l l io n  to n s  o f  p e t r o le u m .
3 . T h e  e x t e r n a l  s e c to r
T h e  c o n t r ib u t io n  m a d e  b y  e x te r n a l  s a v in g s  h a s  b e c o m e  a  c h a r a c te r i s t i c  f e a tu r e  o f  th e  e c o n o m ic  
g r o w th  o f  th e  c o u n t r y  in  r e c e n t  y e a r s ,  in a s m u c h  a s  th e  t r a d e  d e f ic it  h a s  s te a d ily  in c r e a s e d  f ro m  a lm o s t  
135 m i l l io n  p e s o s  in  1978  to  s o m e w h a t  m o re  t h a n  1.92 b i l l io n  p e s o s  in  1985 .
C u b a 's  t r a d e  w i th  m a r k e t  e c o n o m y  c o u n t r i e s  h a s  b e e n  e n c o u n te r in g  s e r io u s  d if f ic u lt ie s  fo r  s o m e  
y e a r s  n o w , o w in g  to  th e  fall in  th e  p r ic e s  o f  su g a r  a n d  o th e r  e x p o r t  p r o d u c t s ,  in c r e a s e s  in  i m p o r t  
p r ic e s  a n d  th e  w o r s e n in g  o f  th e  i n t e r n a t io n a l  f in a n c ia l  c r is is  s in c e  1982 . D e s p i t e  e f fo r ts  to  in c r e a s e  
e x p o r t s  a n d  re d u c e  p u r c h a s e s  a b r o a d ,  th e s e  a n d  o th e r  f a c to rs  h a v e  c o m p e l le d  th e  g o v e r n m e n t  to  
r e n e g o t i a t e  d e b t  p a y m e n t s .  A l th o u g h  th is  h a s  b r o u g h t  a  m e a s u re  o f  r e l ie f  a s  fa r  a s  fo re ig n  t r a n s a c ­
t io n s  a re  c o n c e r n e d ,  i t  h a s  a ls o  r e s u l te d  in  h ig h e r  f in a n c ia l  c o s ts  a n d  a  lo s s  o f  f le x ib il i ty  w i th  r e g a r d  to
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i m p o r t s ,  s in c e  m a n y  o f  t h e  f e w  n e w  lo a n s  h a v e  b e e n  t ie d  to  p u r c h a s e s  in  sp e c if ic  m a r k e t s .  F u r t h e r ­
m o r e ,  i t  h a s  n o t  s to p p e d  t h e  t r a n s f e r  o f  r e s o u r c e s  to  t h e  e x te r io r .
T h e s e  t r a n s f e r s  r e p r e s e n t  a  h e a v y  b u r d e n  f o r  t h e  c o u n t r y ;  d u r in g  th e  1 9 8 2 -1 9 8 4  t r i e n n iu m ,  t h e  
c u m u la t iv e  b a la n c e  o n  c a p i ta l  a c c o u n t  s h o w e d  a  d e f ic i t  o f  5 0 7  m i l l io n  p e s o s ,  w h i le  t h e  to ta l  n e t  
i n t e r e s t  p a i d  r e a c h e d  7 5 2  m i l l io n  p e s o s .  T h u s ,  t h e  t r a n s f e r  o f  r e s o u r c e s  a b r o a d  d u r in g  t h a t  p e r io d  r o s e  
to  a lm o s t  1 2 6 0  m i l l io n  p e s o s .  T h e  s a m e  t r e n d  p e r s i s t e d  in  1 9 8 5 , a l t h o u g h  n o t  a s  v ig o ro u s ly .  T h e  n e t  
o u t f lo w  o f  r e s o u r c e s  w a s  o n ly  51 m i l l io n  p e s o s ,  b u t  s u p p l i e r s ' c r e d i t s  i n c r e a s e d  b y  m o r e  t h a n  120 
m i l l io n  p e s o s  a n d  w e r e  g r a n t e d  o n  m o r e  s t r i n g e n t  t e r m s  a n d  w i th  v e ry  s h o r t  r e p a y m e n t  p e r io d s .
A c c o r d in g  to  t h e  g o v e r n m e n t ,  t h e s e  a n d  o t h e r  n o n - e c o n o m ic  c i r c u m s ta n c e s  in c r e a s e d  th e  
r e la t iv e  i m p o r t a n c e  o f  t r a d e  w i t h  t h e  C M E A  c o u n t r i e s  a n d  in  p a r t i c u l a r  w i th  t h e  S o v ie t  U n io n .  C u b a  
r e c e iv e s  i m p o r t s  f ro m  th e s e  c o u n t r i e s  a t  p r e f e r e n t i a l  p r i c e s  a n d  in  s o m e  in s ta n c e s  t h i s  s u p p o r t  e v e n  
b r in g s  c o n v e r t i b l e  c u r re n c y  in to  t h e  c o u n try .  M o r e o v e r ,  t h e  p r ic e s  th e y  p a y  f o r  C u b a n  e x p o r t s ,  
a l t h o u g h  th e y  d o  t a k e  i n t e r n a t io n a l  p r ic e s  i n to  a c c o u n t ,  a re  a c tu a lly  s e t  b y  m e a n s  o f  p e r io d ic  
a g r e e m e n t s .  I n  a d d i t io n ,  t h e  a g r e e m e n t s  g o v e r n in g  th i s  t r a d e  in c lu d e  c o m p e n s a t i o n  m e c h a n i s m s  to  
in d e m n ify  C u b a  f o r  an y  lo s s e s  c a u s e d  b y  a  d e t e r i o r a t i o n  o f  t h e  t e r m s  o f  t r a d e .
Tablle 12
C U B A : E X P O R T S  O F  G O O D S  (F O B )
M illio n s  o f  pesos
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1980 1983 1984 1985° 1980 1985 1982 1983 1984 1985"
T o ta l 3 967 5 535 5 462 5 983 100.0 100.0 16.8 12.2 -1 .3 9.5
S ovie t U n io n 2 253 3 882 3 939 4 4 6 8 56.8 74.7 39.6 18.0 1.5 13.5
O th e r  soc ia lis t co u n tr ie s 534 883 953 842 13.5 11.1 7.2 - 7.9 -11.6
O th e r  co u n tr ie s 1 180 770 571 673 29.7 11.2 -27.3 1.4 -25.9 17.9
R e -e x p o r ts 96 493 486 507 2 .4 8.5 60 .7 87.5 -1 .4 4 .3
R e s t o f  sa les 3 871 5 042 4 976 5 476 97 .6 91.5 15.0 8.0 -1 .3 10.0
S ovie t U n io n 2 157 3 389 3 452 3 975 54.4 66.4 38.0 12.0 1.9 15.2
O th e r  soc ia lis t co u n tr ie s 534 883 954 842 13.5 14.1 7.3 - 8.0 -1.4
O th e r  co u n tr ie s 1 180 770 570 659 29.7 10.0 -27.2 1.3 -26.0 15.6
S ugar sales 3 279 4 078 4 093 4 422 82.7 73.9 15.4 8.1 0.4 8.0
S ovie t U n io n 2 026 3 093 3 169 3 649 51.1 61.0 42.7 11.8 2.5 16.6
O th e r  soc ia lis t co u n tr ie s 428 714 743 621 10.8 10.4 7.8 1.4 4.1 -16.4
O th e r  co u n tr ie s 825 271 181 152 20.8 2.5 -52.4 -10.0 -33.2 -16.0
N o n -su g a r  sales 592 964 884 105 5 14.9 17.6 13.6 7.3 -8.3 19.3
S ov ie t U n io n 131 296 384 325 3.3 5.4 2.4 13.8 29.7 -15.4
O th e r  soc ia lis t co u n tr ie s 102 169 210 222 2.6 3.7 118.3 -5.6 24.3 5.7
O th e r  co u n tr ie s 359 499 390 508 9.0 8.5 1.3 8.7 -21.8 30.3
M eta llic  m in e ra ls  and sc rap 191 307 321 330 4.8 5.5 -10.7 -5.8 4.6 2.8
T obacco 36 103 56 93 0.9 1.6 82.5 -0.9 -45.6 66.1
C itru s  fruit 41 120 118 144 1.0 2.4 25 .6 22.4 -1.7 22.0
F ish e ry  p ro d u c ts 90 105 92 120 2.2 2.0 3.1 6.1 -12.4 30.4
N a p h th a 72 70 32 54 1.8 0.9 312.5 6.0 -54.3 68.7
C offee, cocoa and  o th e rs 23 47 21 39 0.6 0.7 30.0 20.5 -55.3 85.7
A lco h o lic  bev erag es 25 29 35 21 0.6 0.4 62.5 11.5 20.6 -40.0
O th e rs 116 183 209 254 2.9 3.3 3.1 30.7 14.2 21.5
Source: ECLAC, on the basis of official figures.
"Preliminary figures. *Re-exports of fuel to the Soviet Union in freely convertible currency.
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Table 13
T h o u sa n d s  o f  to n s"  U S  c e n ts  p e r  p o u n d
S ugar
p ro d u c tio n
S ugar
ex p o rts
P ric e  paid 
by th e
S ovie t U n io n '
P rice  received 
by C uba in 
freely co n v e rtib le
d
P ric e  on  
th e  w orld  
m a rk e t '
1970 7 559 6 906 5.94
--------- currency-------------
3.68
1971 5 950 5 511 6.41 4.50
1972 4  688 4  140 6.45 7.27
1973 5 383 4  797 11.82 9.45
1974 5 926 5 491 19.30 29.66
1975 6 427 5 744 26.36 20.37
1976 6 151 5 764 27 .43 11.51
1977 6 953 6 238 26.94 8.10
1978 7 662 7 197 36.71 7.82
1979 7 800 7 199 37.17 9.65
1980 6 805 6 170 47 .3 9 24.20 28.15
1981 7 926 7 055 35.10 16.88
1982 8 039 7 727 39.00 11.20 8.38
1983 7 460 7 011 46 .0 0 9.00 8.56
1984 7 783 7 017 44 .0 0 6.46 5.18
1985r 7 889 7 209 4 5 .00 3.92 4.05
Source: UCLAC, an the basis of figures from the A  uiuritts V.stiidistkn* dv Cuba; the State Statistical Committee; the statistical yearbtHks of the 
Soviet Union, anti other international data.
"Raw sugar, base %" of polarization. Calendar year. ’ Price paid for shipment of sugar covered by trade agreements. Does not
include sugar sales to rhe Soviet Union in freely convertible currency at market prices. ’ Price of shipments of sugar during the current 
year, some of which were made under prior agreements at fixed prices. ’ Prices of rhe International Sugar Agreement. Preliminary
figures.
a )  Merchandise trade
i)  Exports o f  goods. I n  1 9 8 5 , t h e  to ta l  v a lu e  o f  e x t e r n a l  s a le s  o f  m e r c h a n d i s e  in c r e a s e d  b y  9 .5 % . 
E x p o r t s  to  t h e  s o c ia l is t  c o u n t r i e s  g r e w  b y  1 8 % , in  s h a r p  c o n t r a s t  w i th  t h e  2 6 %  c o n t r a c t io n  o b s e rv e d  
in  1984 . E x p o r t s ,  p r o p e r ly  s p e a k in g ,  g r e w  b y  1 0 % , g iv e n  t h a t  o i l  r e - e x p o r t s  i n c r e a s e d  s l ig h t ly  m o r e  
t h a n  4 %  ( s e e  ta b le  12).
T h e  l a r g e  s h a r e  o f  s u g a r  in  t h e  v a lu e  o f  e x t e r n a l  s a le s  — 7 5  %  o f  t h e  t o t a l  v a lu e  o f  e x p o r t s ,  a n d  
8 2 %  i f  o i l  r e - e x p o r t s  a re  s u b t r a c te d —  d e c l in e d  s l ig h t ly  in  1 9 8 5 . S h ip m e n t s  w e r e  s l ig h t ly  o v e r  7 .2  
m i l l io n  t o n s ,  3 %  m o r e  t h a n  th e  y e a r  b e f o re  ( s e e  t a b le  13). H o w e v e r ,  t h e i r  v a lu e  (4 .4  b i l l io n  p e s o s )  
in c r e a s e d  8 %  w i th  r e s p e c t  to  t h e  p r e v io u s  y e a r  o w in g  to  a  r i s e  in  t h e  a v e r a g e  p r ic e .
T h e  v a lu e  o f  s u g a r  e x p o r t s  to  t h e  m a r k e t  e c o n o m y  c o u n t r i e s  d e c l in e d  fo r  t h e  f if th  c o n s e c u t iv e  
y e a r .  T h is  t im e  i t  d r o p p e d  b y  1 6 %  b e c a u s e  t h e  in c r e a s e  o f  2 4 %  in  t h e  a c tu a l  v o lu m e  s h ip p e d  — fro m  
1.4 m i l l io n  to  1.7 m i l l io n  t o n s —  d id  n o t  c o m p e n s a t e  f o r  t h e  r e d u c t io n  o f  3 9 %  in  t h e  a v e r a g e  p r ic e  
p a id  b y  th e s e  b u y e r s ;  th i s  p r i c e  w a s  a  m e r e  U S $  0 .0 3 9 2  p e r  p o u n d ,  w h ic h  w a s  e q u iv a l e n t  to  le s s  t h a n  
o n e - s ix th  o f  t h e  p r i c e  r e c e iv e d  in  1980 .
T h e  v a lu e  o f  s u g a r  e x p o r t s  to  t h e  s o c ia l is t  c o u n t r i e s ,  o n  t h e  o t h e r  h a n d ,  in c r e a s e d  b y  9 % ,  d e s p i te  
t h e  r e d u c t io n  o f  2 %  in  t h e  v o lu m e  s h ip p e d  (3 .7  m i l l io n  to n s  to  t h e  S o v ie t  U n i o n  a n d  1.7 m i l l io n  to n s  
to  t h e  o t h e r  s o c ia l is t  c o u n t r i e s ) ,  a s  t h e  a v e r a g e  p r i c e  o b t a in e d  r o s e  b y  9 % . T h e  p r i c e  p a id  b y  t h e  S o v ie t  
U n i o n  in c r e a s e d  b y  2  %  to  U S $  0 .4 5  p e r  p o u n d ,  e q u iv a l e n t  to  a lm o s t  12 t im e s  t h e  p r i c e  o b t a in e d  f ro m  
th e  m a r k e t  e c o n o m y  c o u n t r i e s  a n d  o n  th e  w o r ld  m a r k e t  ( s e e  ta b le  13). T h e  p r i c e  o b t a in e d  f ro m  th e  
o t h e r  s o c ia l is t  c o u n t r i e s  fe ll  b y  7 % ,  w h e n  th e  s h i p m e n t s  to  t h o s e  c o u n t r i e s  w i th  w h ic h  lo w e r  p r ic e s  
h a d  b e e n  a g r e e d  w e r e  c h a n g e d .
F l u c tu a t io n s  in  t h e  p r i c e  c y c le s  o n  th e  i n t e r n a t io n a l  m a r k e t  a re  f r e q u e n t  a n d  m o r e  a n d  m o r e  
m a r k e d .  I n  fa c t ,  w h e r e a s  b e tw e e n  t h e  in i t i a l  a n d  f in a l  y e a r s  o f  t h e  1 9 7 4 -1 9 7 8  q u i n q u e n n iu m  t h e  s u g a r
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p r ic e s  in c lu d e d  in  t h e  I n t e r n a t i o n a l  S u g a r  A g r e e m e n t  fe ll  b y  7 4 % ,  d u r in g  th e  p e r io d  1 9 8 0 -1 9 8 5 , th e y  
s a n k  b y  8 6 % .  F o r  t h e s e  a n d  o t h e r  r e a s o n s ,  t h e  o u t lo o k  fo r  C u b a  o n  th i s  m a r k e t  i s  b le a k . F i r s t ly ,  t h e  
c o u n t r i e s  w h ic h  t r a d i t i o n a l ly  im p o r t e d  s u g a r  h a v e  n o w  b e c o m e  e x p o r t e r s .  S e c o n d ly , w o r ld  s to c k s  
n o w  s ta n d  w e l l  a b o v e  w h a t  is  c o n s id e r e d  a  n o r m a l  le v e l .  T h ir d ly ,  p r o t e c t i o n  is  s t i l l  b e in g  p r o v id e d  to  
t h o s e  p r o d u c e r s  w h o  c a n n o t  s t a n d  u p  to  t h e  t e s t  o f  c o m p a r a t iv e  a d v a n ta g e .  L a s t ly , t h e r e  h a v e  b e e n  n o  
r e s u l t s  so  f a r  f r o m  t h e  n e g o t i a t i o n s  to  e s ta b l i s h  a n e w  i n t e r n a t io n a l  s u g a r  a g r e e m e n t  t h a t  w o u ld  
m a n a g e  a n d  r e g u la t e  d e m a n d ,  s u p p ly  a n d  p r ic e s .
I n  c o n t r a s t ,  t h e  s u g a r  a g r e e m e n t s  s ig n e d  w i th  t h e  S o v ie t  U n i o n  a n d  w i th  t h e  o t h e r  C M E A  
m e m b e r  c o u n t r i e s  g u a r a n t e e  t h a t  t h e r e  w i l l  b e  n o  v io l e n t  f lu c tu a t io n s  in  s u g a r  p r ic e s ;  in  fa c t, t h e r e  i s  a  
s y s te m a t ic  u p w a r d  t r e n d  ( s e e  ta b le  13). T h e s e  a g r e e m e n t s  sp e c ify , o v e r  lo n g  p e r i o d s ,  t h e  a m o u n ts  
t h a t  C u b a  m u s t  se l l  a n n u a l ly ,  b u t  t h e s e  a m o u n t s  h a v e  n o t  a lw a y s  b e e n  m e t .
I t  i s ,  t h e r e f o r e ,  u n d e r s t a n d a b l e  t h a t  C u b a  h a s  so ld  i n c r e a s in g  a m o u n t s  o f  s u g a r  to  t h e  so c ia l is t  
c o u n t r i e s .  T h u s ,  in  t e r m s  o f  v o lu m e ,  t h e  s h a r e  o f  s u g a r  e x p o r t s  so ld  to  t h e  m a r k e t  e c o n o m y  c o u n t r i e s  
h a s  f a l le n  f ro m  3 6 %  in  198 0  to  a n  a v e r a g e  o f  2 2 %  in  1 9 8 4 -1 9 8 5 , w h i le  t h e s e  c o u n t r i e s ' s h a r e  in  t e r m s  
o f  t h e  v a lu e  o f  s a le s  h a s  p l u m m e t e d  f ro m  2 6 %  to  3 .5 %  ( s e e  ta b le  14). A s  a  r e s u l t  o f  t h e  fa ll  in  t h e  
p r i c e  o n  th e  w o r ld  m a r k e t ,  C u b a  h a s  r e d i r e c te d  l a r g e  v o lu m e s  o f  s u g a r  to  t h e  s o c ia l is t  c o u n t r i e s ,  a n d  
th i s  h a s  b e e n  m u c h  to  i t s  a d v a n ta g e  a s  r e g a r d s  f o r e ig n  e x c h a n g e  e a r n i n g s .19
O n c e  th e  s u p p ly  f o r  d o m e s t i c  c o n s u m p t i o n  h a d  b e e n  g u a r a n t e e d ,  t h e  s u g a r  e x p o r t  p o l ic y  in  
19 8 5  w a s  g e a r e d ,  f i r s t  o f  a ll ,  to  m e e t i n g  t h e  d e l iv e ry  q u o ta s  a g r e e d  w i th  t h e  S o v ie t  U n i o n  a n d ,  
s e c o n d ly ,  to  o b t a i n i n g  m o r e  in c o m e  in  f re e ly  c o n v e r t i b l e  c u r r e n c y ,  e v e n  a t  t h e  p r i c e  o f  s a c r i f ic in g  th e  
c o u n t r y 's  le v e l  o f  s t r a t e g i c  o r  ta c t ic a l  r e s e r v e s ;  in d e e d  th e y  w e r e  r e d u c e d  b y  3 1  %  to  a r o u n d  5 0 0  0 0 0  
to n s .  T h is  d e c r e a s e  in c lu d e d  149 2 0 0  to n s  lo s t  t h r o u g h  t h e  d a m a g e  to  s u g a r  s to r a g e  f a c i l i t ie s  c a u s e d  b y  
h u r r i c a n e  K a te .  S h i p m e n t s  to  t h e  S o v ie t  U n i o n  r e a c h e d  3 .7 m i l l io n  to n s .  I n  a d d i t io n ,  C u b a  b o u g h t  
s u g a r  o n  th e  w o r ld  m a r k e t  w o r t h  106  m i l l io n  p e s o s  in  o r d e r  to  m e e t  t h e  q u o ta  a g r e e d  w i th  t h e  S o v ie t  
U n io n .
F o l lo w in g  t h e  8 %  s l id e  th e  y e a r  b e f o re ,  n o n - s u g a r  e x p o r t s  g r e w  b y  1 9 %  ( s e e  ta b le  12). T h is  
o c c u r r e d  e v e n  t h o u g h  th e s e  e x p o r t s  w e r e  a f fe c te d  b y  t h e  d r o p  in  i n t e r n a t io n a l  p r ic e s ,  t h e  p r o t e c t i o n ­
is t  p o l ic ie s  a p p l i e d  b y  s o m e  c o u n t r i e s  a n d  th e  U n i t e d  S ta te s  b o y c o t t  o f  C u b a n  g o o d s ,  w h ic h  in  s o m e  
in s t a n c e s  h a d  a n e g a t iv e  im p a c t  o n  v o lu m e s  a n d  sa le  p r ic e s ,  a s  in  t h e  c a se  o f  n ic k e l .
T a b le  14
C U B A : V A L U E  A N D  V O L U M E  O F  S U G A R  
E X P O R T S  B Y  C O U N T R IE S
(Percentages)
1978 1979 1980 1981 1982 1983 1984 1985"
V a lu e 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Soviet U n io n  
R e s t o f  socialist
79.7 76.1 61.8 58.7 72.7 75.9 77.4 82.5
co u n tr ie s 11.7 14.0 12.7 13.9 18.4 17.5 18.2 14.0
R e s t o f  w orld 8.6 9.9 25.5 27.4 8.9 6.6 4 .4 3.1
V o lu m e 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Soviet U n io n  
R e s t o f  soc ia lis t
54.4 52.9 44.2 45.4 57.3 50.5 52.1 51.4
co u n tr ie s 17.3 18.8 20.5 20.8 22.3 26.8 27.6 24.2
R e s t o f  w orld 28.3 28.3 35.3 33.8 20.4 22.7 20.3 24.4
Source: ECLAC, on the basis of figures from the State Statistical Committee. 
"Preliminary figures.
19 For example, due to the price differences between these two markets, for the 1.7 million tons of sugar which Cuba redirected during the 
1983-1984 biennium, it received 1 437 million pesos more than it would have if this sugar had been sold on the international market. See ECLAC, 
Economic Survey of Latin America and the Caribbean, 1984, op. cit.
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C U B A : E X P O R T S , I M P O R T S  A N D  T R A D E  B A L A N C E
Table 15
M illio n s  o f  p e so s  G ro w th  ra te s
1975 1980 1983 1984 1985° 1981* 19821' 1983 1984 1985
T o ta l e x p o r ts 2  952 3 967 5 535 5 462 5 983 6.5 16.8 12.2 -1 .3 9.5
S ov ie t U n io n  
R e s t o f  soc ia lis t
1 6 6 2 2  253 3 882 3 938 4  4 6 8 4.6 39.5 18.0 1.5 13.5
c o u n tr ie s 341 534 883 953 842 53.9 0.1 - 7.9 -11.6
R e s t o f  w o rld 949 1 180 770 571 673 -11.4 27.1 1.4 -25.9 17.9
T o ta l im p o r ts 3 113 4  627 6 222 7 207 7 905 10.5 8.2 12.5 15.8 9.7
S ov ie t U n io n  
R e s t o f  soc ia lis t
1 2 5 0 2  904 4  245 4  776 5 310 11.0 15.8 13.4 12.5 11.2
co u n tr ie s 355 709 1 169 1 282 1 330 24.3 32.3 0.4 9.7 3.7
R e s t o f  w o rld 1 508 1 014 808 1 149 1 265 -1.4 -37.7 29.7 42.2 10.1
O v era ll b a lan ce -161 -660 -687 -1 745 -1 922
S ov ie t U n io n  
R e s t o f  socialist
412 -651 -363 -838 -841
co u n tr ie s -14 -175 -286 -329 -488
R e s t  o f  w orld -573 166 -38 -578 -593
Source: ECLAC, on the basis of data from the State Statistical Committe, the National Bank of Cuba and other international sources including 
Comercio Exterior (Soviet Union).
"Preliminary figures. Annual average.
T h e r e  w e r e ,  h o w e v e r ,  i n t e r n a l  f a c to r s  w h ic h  a ls o  im p e d e d  t h e  g r o w th  o f  s a le s  a b r o a d ,  su c h  a s  a  
n u m b e r  o f  p r o d u c t io n  in e f f ic ie n c ie s ,  w h ic h  c o n t in u e d  to  h i n d e r  a n  in c r e a s e  in  t h e  s u p p ly  o f  
m a n u f a c tu r e s  to  b e  so ld  o n  f o r e ig n  m a r k e t s ;  b a d  w e a th e r  c o n d i t i o n s  w h ic h  a f fe c te d  e x p o r t a b l e  
a g r ic u l tu r a l  p r o d u c t io n ;  d e la y s  in  t h e  c o m p le t io n  o f  p l a n t s  g e a r e d  to  e x p o r t  p r o d u c t i o n ;  t h e  i n a d e ­
q u a te  a s s o r t m e n t  o f  g o o d s  in  t h e  o v e r a l l  s u p p ly  ( d e s p i t e  t h e  f a c t  t h a t  1 1 0  n e w  e x p o r t  i t e m s  w e r e  
a d d e d  in  t h e  p a s t  q u i n q u e n n i u m ) ;  a n d  u n a t t r a c t i v e  d o m e s t ic  p r ic e s ,  e s p e c ia l ly  f o r  a g r ic u l tu r a l  
p r o d u c t s .20
F in a l ly ,  p e t r o l e u m  r e - e x p o r t s  c o n t in u e d  to  p r o v id e  a  c o n s id e r a b le  a m o u n t  o f  f o r e ig n  e x c h a n g e .  
U n d e r  t h e  s u p p ly  c o n t r a c t  s ig n e d  w i th  t h e  S o v ie t  U n io n ,  w h ic h  is  to  r e m a i n  in  fo r c e  u n t i l  1 9 9 0 , C u b a  
i s  e n t i t l e d  to  r e - e x p o r t  to  t h e  S o v ie t  U n i o n ,  in  fre e ly  c o n v e r t ib le  c u r re n c y  o r  t r a n s f e r a b l e  r u b le s  a n d  a t 
m a r k e t  p r i c e s ,  a ll  t h e  fu e l i t  c a n  s a v e  o u t  o f  t h e  p e t r o l e u m  it  a c q u ir e s  f ro m  t h a t  s a m e  c o u n t r y  u n d e r  a  
p r e v io u s ly  a g r e e d  s u p p ly  p la n .  E n e rg y  c o n s e r v a t io n  c a m p a ig n s  h a v e  p r o v e d  v e ry  s u c c e s s fu l ,2' a n d  th e  
v a lu e  o f  t h e s e  r e - e x p o r t s  t h u s  r o s e  f ro m  9 6  m i l l io n  p e s o s  in  1 9 8 0  to  5 0 7  m i l l io n  p e s o s  in  1985  ( s e e  
t a b le  12). I n  o r d e r  to  fu lfil r e - e x p o r t  c o m m i t m e n t s ,  in  1985 C u b a  p u r c h a s e d  p e t r o l e u m  o n  t h e  w o r ld  
m a r k e t  f o r  100 m i l l io n  p e s o s .
ii)  Imports o f  goods. E x te r n a l  p u r c h a s e s  o f  g o o d s  e x p a n d e d  b y  a lm o s t  1 0 % . T h o s e  f ro m  th e  
m a r k e t  e c o n o m y  c o u n t r i e s  a ls o  g r e w  b y  1 0 % , a f te r  h a v i n g  in c r e a s e d  b y  4 2 %  t h e  p r e v i o u s  y e a r .  T h e  
i m p o r t s  f ro m  th e  C M E A  m e m b e r  c o u n t r i e s  in c r e a s e d  b y  a  s im i l a r  p r o p o r t i o n ;  t h o s e  f ro m  th e  S o v ie t  
U n i o n  r o s e  1 1 %  w h i le  t h o s e  f ro m  th e  r e s t  o f  t h e s e  c o u n t r i e s  w e r e  u p  4 %  ( s e e  ta b le  15).
I m p o r t s  o f  c o n s u m e r  g o o d s  g r e w  b y  8 %  w h e r e a s  t h o s e  o f  c a p i ta l  g o o d s  d e c l in e d  f ro m  1 4 %  in  
198 4  to  6 %  in  1985  a n d  t h o s e  o f  in t e r m e d ia t e  g o o d s  — w h ic h  m a d e  u p  a lm o s t  7 0 %  o f  to ta l  i m p o r t s —  
r o s e  b y  1 1 %  (s e e  t a b l e  16).
T h e  s h a r e  o f  i m p o r t s  w h ic h  w e r e  p a id  f o r  in  fre e ly  c o n v e r t i b l e  c u r re n c y  c o n t in u e d  th e  u p t u r n  
w h ic h  h a d  b e g u n  in  1 9 8 4 , r e a c h in g  1 6 % , a  s h a r e  w h ic h  w a s ,  h o w e v e r ,  e q u iv a l e n t  to  b a r e ly  o n e - t h i r d  
o f  t h a t  r e c o r d e d  in  1 9 7 5 . T h u s ,  i m p o r t s  f ro m  t h e  s o c ia l is t  c o u n t r i e s  c o n t in u e d  to  r e p r e s e n t
20See National Bank of Cuba, Informe económico, March 1986.
21 They have also led to considerable technological progress, such as the replacement of all liquid fuels by bagasse in the sugar mills.
235
s o m e w h a t  m o r e  t h a n  f iv e - s ix th s  o f  t h e  t o t a l  a n d  s u p p l ie d  8 4 %  o f  i m p o r t s  o f  i n t e r m e d ia t e  g o o d s  a n d  
8 0 %  o f  t h e  c a p i t a l  g o o d s  ( s e e  t a b l e  17).
i i i )  The terms o f  trade. W h i l e  t h e  a v a i la b le  in d ic a to r s  r e l a t i n g  to  t h e  p r i c e s  o f  e x p o r t s  a n d  
i m p o r t s  w e r e  i n c o m p l e t e ,  s o m e  t r e n d s  m a y  b e  in f e r r e d .  T r a d e  w i t h  t h e  s o c ia l is t  c o u n t r i e s ,  w h ic h  
c o n s t i t u t e d  8 6 %  o f  t h e  o v e r a l l  t o ta l ,  w a s  c o n d u c te d  u n d e r  a g r e e m e n t s  w h ic h ,  a l t h o u g h  b a s e d  o n  
i n t e r n a t io n a l  p r i c e s ,  i n c o r p o r a t e  c e r t a i n  C M E A  c o - o p e r a t io n  a n d  in t e g r a t i o n  c r i t e r i a  a n d  a ls o  p r o v id e  
c o m p e n s a t i o n  m e c h a n i s m s  in  t h e  e v e n t  o f  a n y  d e c l in e  in  t h e  t e r m s  o f  t r a d e .22 O n  th e  o t h e r  h a n d ,  in  its  
t r a d e  w i th  t h e  m a r k e t  e c o n o m y  c o u n t r i e s ,  C u b a  c o u ld  n o t  e s c a p e  t h e  s h a r p  d e c l in in g  t r e n d  in  t h e  
t e r m s  o f  t r a d e  b e t w e e n  d e v e lo p in g  e c o n o m ie s  a n d  t h e  in d u s t r i a l i z e d  c o u n t r i e s .  T h e  p r ic e  o f  C u b a n  
s u g a r  fe ll  b y  3 9 %  ( s e e  ta b le  1 3 ), w h ic h  m e a n t  a  lo s s  to  t h e  c o u n t r y ,  e q u iv a l e n t  to  71  m i l l io n  p e s o s .  I n  
s p i t e  o f  t h e  fa c t  t h a t  n ic k e l  p r i c e s  d r o p p e d  b y  1 8 % ,23 C u b a  g a v e  c o n c e s s io n s  o n  t h e  p r ic e  o f  th i s  m e ta l
T a b le  16
C U B A : IM P O R T S  O F  G O O D S  (C IF )
Millions o f pesos , , , B Growth ratesbreakdown
1980 1983 1984 1985" 1975 1980 1985" 1980 1982 1983 1984 1985"
Total 4 627 6 222 7 207 7 905 100.0 100.0 100.0 25.5 8.2 12.4 15.8 9.7
A ccord ing  to  use and econom ic
purpose
C onsum er goods 535 757 788 853 13.3 11.6 10.8 7.9 13.5 -0.8 4.1 8.2
In term ediate  goods 2 823 4 077 4 832 5 368 63.1 61.0 67.9 25.4 9.3 16.5 18.5 11.0
Petroleum  and petroleum  
products 898 1 842 2 200 2 592 9.9 19.4 32.8 20.0 28.3 24.3 19.4 17.8
Fertilizers 81 125 127 127 2.9 1.8 1.6 10.1 9.7 11.6 1.6 _
Herbicides and pesticides 60 68 53 64 1.7 1.3 0.8 13.9 5.0 -10.5 -22.1 20.8
Rolled steel 114 178 220 164 3.9 2.5 2.1 3.4 -1.7 27.8 23.6 -25.5
Accesories and spare parts 86 129 524 584 3.0 1.8 7.4 17.8 4.0 22.9 322.6 11.5
Remainder 1 584 1 735 1 708 1 836 41.8 34.2 23.2 30.7 -3.1 9.3 -1.6 7.5
C apital goods 1 269 1 388 1 587 1684 23.6 27.4 21.3 37.4 2.2 9.6 14.3 6.1
Complete plants 535 589 649 696 6.1 11.6 8.8 27.9 -10.3 10.2 10.2 7.2
Tractors 37 62 89 86 0.4 0.8 1.1 10.8 49.6 -15.0 43.5 -3.4
Buses and lorries 115 158 195 124 2.4 2.5 1.6 64.3 24.8 -1.9 23.4 -36.4
Remainder 582 579 655 779 14.7 12.5 9.8 45.1 6.9 16.5 13.1 18.9
O n  the basis of ISIC  categories
Food and live animals 746 788 808 19.1 16.1 31.5 5.7 -2.7 2.5
Beverages and tobacco 16 9 8 _ 0.3 648.2 -11.5 -5.3 -11.1
Inedible raw materials, 
except fuels 188 197 252 5.9 4.1 20.7 -15.9 6.4 27.9
Fuels and lubricants, 
m inerals and related products 
Animal and vegetable oils
912 1 857 2 218 10.3 19.7 19.9 28.4 23.9 19.4
and fats 57 65 79 1.3 1.2 _ -16.6 36.2 21.5
Chemicals 289 416 426 7.9 6.3 21.1 14.0 16.2 2.4
Manufactured goods, classified 
chiefly by materials 679 763 960 18.4 14.7 20.5 -4.9 6.4 25.8
Machinery and transport equipm ent 1 639 1903 2 196 31.2 35.4 30.1 -0.4 11.1 15.4
Miscellaneous manufactures articles 101 225 261 5.8 2.2 21.3 74.5 16.6 16.4
Source: ECLAC, on the basis of figures from the State Statistical Committee. 
"Preliminary figures.
"In  Cuba's trade with the Soviet Union, compensation is made through an adjustment mechanism applied to a sliding scale of sugar
"T he  average price of nickel in the Canadian market was US$ 3.20 per pound in 1982 and 1983, US$ 2.76 in 1984 and US$ 2.22 in 1985.
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C U B A : I M P O R T S  O F  G O O D S  C IF , B Y  C O U N T R Y  O F  O R I G I N , 




T otal sum er 
goods
In te r­




T o tal sum er 
goods
In te r­




T otal sum er 
goods
In te r­
m edi- C apital 
ate goods 
goods
M illio n s  o f  pesos
T o ta l 6 222 757 4 077 1 388 7 207 788 4 832 1587 7 905 853 5 368 1684
Soviet U nion  
O th e r  socialist
4 245 348 3 086 811 4 776 343 3 567 866 5 310 403 4 034 873
coun tries 1 169 351 397 421 1 282 362 483 437 1 330 361 489 480
R est o f  w orld 808 58 594 156 1 149 83 782 284 1 265 89 845 331
G ro w th rates
T o ta l 12.4 -0.8 16.5 9 .6 15.8 4.1 18.5 14.3 9.7 8.2 11.0 6.1
Soviet U n io n  
O th e r  socialist
13.4 12.5 -1.4 15.6 6.8 11.2 17.5 13.1 0.8
countries 0.4 9.7 3.1 21.7 3.8 3.7 -0.3 1.2 9.8
R est o f  w orld 29.7 42.2 43.1 31.6 82.0 10.1 7.2 8.1 16.5
P e rcen tag es
T o ta l 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Soviet U nion  
O th e r  socialist
68.2 46.0 75.7 58.4 66.3 43.5 73.8 54.6 67.2 47.2 75.1 51.8
countries 18.8 46.4 9.7 30.3 17.8 45.9 10.0 27.5 16.8 42.3 9.1 28.5
R est o f  w orld 13.0 7.6 14.6 11.2 15.9 10.6 16.2 17.9 16.0 10.5 15.8 19.7
Source: ECLAC, on the basis of figures from the State Statistical Committee. 
"Preliminary figures.
w h e n  i t  w a s  in  t h e  n a t io n a l  in te r e s t .  I n  o t h e r  c a s e s ,  i t  r e d i r e c te d  n ic k e l  e x p o r t s  to  t h e  s o c ia l is t  
c o u n t r i e s ,  w i th  t h e  r e s u l t i n g  lo s s  in  c o n v e r t i b l e  c u r r e n c ie s .  P e t r o le u m  p r ic e s  a ls o  fe l l  a n d  th i s  
a d v e r s e ly  a f fe c te d  p e t r o l e u m  r e - e x p o r t s .  F u r t h e r m o r e ,  d u r in g  1 9 8 5 , C u b a  h a d  to  fa c e  r i s e s  in  t h e  
p r ic e s  o f  s o m e  o f  i t s  i m p o r t s  f ro m  m a r k e t  e c o n o m y  c o u n t r i e s .
b )  Tbe balance o f  paym ents in free ly  convertible currency2*
F o r  t h e  s e c o n d  c o n s e c u t iv e  y e a r  s in c e  1 9 8 0 , t h e  c u r r e n t  a c c o u n t  s h o w e d  a  d e f ic it , a l t h o u g h  th e  
a m o u n t  ( 1 4 0  m i l l io n  p e s o s )  w a s  3 4 %  le s s  t h a n  t h e  n e g a t iv e  b a la n c e  r e c o r d e d  in  198 4  ( s e e  ta b le  18). 
E x p o r t s  r o s e  to  1 2 4 4  m i l l io n  p e s o s .* 245 A s  C u b a n  e x p o r t s  to  t h e  m a r k e t  e c o n o m y  c o u n t r i e s  w e r e  w o r t h  
7 1 7  m i l l io n  p e s o s ,  t h e  r e m a i n d e r  c a m e  f ro m  t h e  r e - e x p o r t s  a r r a n g e d  fo r  b y  t h e  s o c ia l is t  c o u n t r i e s .  
S in c e  t h e  v a lu e  o f  i m p o r t s  w a s  1 177 m i l l io n  p e s o s ,26 i f  o n ly  t h e  t r a d e  w i th  t h e  m a r k e t  e c o n o m y  
c o u n t r i e s  w e r e  r e c o r d e d ,  th e r e b y  e x c lu d in g  r e - e x p o r t s ,  t h e n  th e  c u r r e n t  a c c o u n t  d e f ic i t  o f  140 m i l l io n  
p e s o s  w o u ld  r i s e  to  6 6 7  m i l l io n  p e s o s .  T h e  d if fe r e n c e  d e m o n s t r a t e s  t h e  i m p o r t a n c e  fo r  C u b a  o f  its  
t r a d e  a g r e e m e n t s  w i t h  t h e  s o c ia l is t  c o u n t r i e s  a s  r e g a r d s  t h e  f in a n c in g  f o r  t h e  c o u n t r y 's  t r a n s a c t io n s  
w i t h  t h e  m a r k e t  e c o n o m y  c o u n t r i e s .
T h e  t r a d i t i o n a l  d e f ic i t  o n  t h e  s e rv ic e s  a c c o u n t  w a s  le s s  t h a n  t h a t  o f  t h e  p r e v io u s  y e a r . 
E x p e n d i tu r e  w a s  v e ry  s im i la r  to  t h a t  o f  1 9 8 4 , o w in g  to  w h ic h  th e  in c r e a s e  o f  1 1 %  in  i n t e r e s t
24 In Cuba, the balance of payments in freely convertible currency records transactions of goods and services at current prices and capital 
transactions with market economy countries and those exports to the CMEA countries for which the latter pay in transferable rubles or freely 
convertible currency.
21 O f this total, sugar accounted for 171 million pesos, fuel re-exports represented 527 million pesos and the remaining exports brought 
in 546 million pesos.
26This total is 7% lower than the figure of 1 265 million pesos appearing in table 15 due to bookkeeping differences occasioned by the 
time-lag between the actual receipt of merchandise and its financial liquidation and also to triangular clearings.
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payments on the debt (268 million pesos) was compensated for by a drop in spending on transport, 
insurance and other imported services and by reductions in other expenditure abroad. Income 
increased significantly (31%) because, while earnings from transport and insurance and interest 
received grew slowly, tourism expanded by 21% , bringing in an income of 97 million pesos, and the 
other services27 more than doubled (see table 18).
In 1985, there were 240 000 visitors to the country, 16% more than the previous year. Of these, 
172 000 were served by INTUR, the national institute for the tourism industry; 23% came from 
Canada, 11 % from Mexico, 5 % from the rest of Latin America, 30 % from Europe, 15 % from other
Table 18
CUBA: BALANCE OF PAYMENTS IN FREELY CONVERTIBLE CURRENCY”
(Millions o f  pesos)
1978 1979 1980 1981 1982 1983 1984 1985




























Total variation in reserves 
(- sign indicates and increase)
-523 -139 -46 51
-136 99 3 6 7 2 8 5
595 6 8 0 1 248 1 4 0 6
-731 -581 -881 -1 121
-393 -237 -414 -235
148 2 2 7 2 3 7 3 4 4
- 72 95 126
8 6 30 38
- 17 34 2 8
140 132 78 152
-541 -404 -651 -579
-101 -122 -173 -181
-143 -176 -263 -339
-297 -166 -219 -5 9
6 -1 1 1
4 8 4 133 6 0 -5 2
3 8 7 86 -16 -116
606 187 80 26




98 4 7 76 64
165 173 134 203
-67 -126 -58 -139
- 6 9
68 -20 4 7
-21 96 -53
39 -14 1
2 9 7 263 -212 -140
6 0 6 4 4 1 73 6 7
1 356 1 234 1 136 1 244
-750 -793 -1  063 -1 177
-306 -179 -294 -211
2 6 7 3 4 2 2 6 4 346
121 125 124 129
4 2 53 80 97
23 32 23 2 9
81 132 3 7 91
-573 -521 -558 -557
-184 -190 -190 -172
-341 -248 -241 -268
-48 -83 -127 -117
-2 1 9 4
-539 -7 4 106 188
-136 93 138 66
2 9 253 2 9 1 2 9 4
-166 -160 -153 -228
1 3 1 4
-84 66 -3 94
-54 2 4 140 -32
-403 -167 -32 122
119 98 2 7 9 346
-522 -265 -311 -224
-50 8 -5 1
-408 -6 8 -134 50
56 -106 107 71
242 -189 106 -48
Source: ECLAC, on the basis of figures from the National Bank of Cuba.
"Includes all commercial and financial movements with market economy countries but only some of the movements with socialist 
countries. * Preliminary figures. c These balances also include the net movements of other assets and liabilities in freely convertible 
currency, as well as adjustments for variations in the exchange rates of the currencies in which they are expressed.
"Consular and trade services, commissions, permanent missions and earnings from the exchange of foreign currency, which increased 
by 52 million pesos.
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C U B A : S T R U C T U R E  O F  G R O S S  I N T E R N A T I O N A L  R E S E R V E S
Table 19
(Millions of pesos)
1981 1982 1983 1984 1985"
T o ta l" 4 0 3 .4 139.2 332.2 2 6 2 .8 3 50 .0
G old  and  p rec io u s  m eta ls 14.4 15.2 13.5 13.5 14.9
C ash  and  d e p o s its  in  freely 
co n v e r tib le  cu rren cy  in  
fo re ig n  b an k s 323.6 80.6 271.4 165.8 212.5
D e p o s its  in  tra n s fe ra b le  rub les 
in  fo re ig n  ban k s 65.4 43 .4 47 .3 83.5 122.6
Source: ECLAC, on the basis of statistics from the National Bank of Cuba. 
"Preliminary figures. End-of-year balance in millions of pesos.
T a b le  2 0
C U B A : E X C H A N G E  R A T E  
(Pesosper unit offoreign currency)
U S  d o lla rs P o u n d s
Sw iss
francs
G e rm a n
m arks
Y en s"
A v e ra g e s
1980 0 .7113 1.6432 0.4294 0 .3968 0 .3113
1981 0.7814 1.6071 0.4001 0 .3510 0.3572
1982 0 .8333 1.4686 0 .4139 0.3443 0.3372
1983 0 .8598 1.3167 0 .4128 0.3411 0 .3609
1984 0.8861 1.1999 0 .3820 0.3141 0.3755
1985 0 .9138 1.1777 0.3725 0 .3096 0 .3829
1985
(Q u a rte rs )
I 0 .9307 1.0499 0 .3474 0 .2907 0 .3674
II 0 .9246 1.1470 0 .3500 0.2942 0.3663
III 0 .9058 1.2286 0 .3780 0 .3126 0 .3749
IV 0.8941 1.2854 0.4145 0 .3410 0.4232
Source: ECLAC, on the basis of figures from the National Bank of Cuba. 
' 100 yen.
m a r k e t  e c o n o m y  c o u n t r i e s  a n d  1 6 %  f ro m  t h e  s o c ia l is t  c o u n t r i e s .  IN T U R  e a r n in g s  (U S $  100  m i l l io n )  
in c r e a s e d  b y  1 6 % . V i s i t o r s  f ro m  t h e  m a r k e t  e c o n o m y  c o u n t r i e s  a c c o u n te d  f o r  8 7 %  o f  t h i s  a m o u n t .
I n  o r d e r  to  m a k e  p r o v i s i o n  f o r  t h e  g r o w in g  d e m a n d s  o f  t o u r i s m ,  a  p r o g r a m m e  w a s  p u t  i n to  
e f fe c t  to  im p r o v e  s e rv ic e . U n d e r  t h i s  p r o g r a m m e ,  S p a n is h  te c h n ic a l  a s s i s t a n c e  i s  to  b e  c o n t r a c t e d  to  
i m p r o v e  h o te l  a d m i n i s t r a t i o n  a n d  m a n a g e m e n t  a n d  f i r m s  f ro m  th e  F e d e r a l  R e p u b l ic  o f  G e r m a n y  a re  
to  b e  e n g a g e d  to  c o n d u c t  a  s tu d y  w i th  a  v ie w  to  t h e  t o u r i s t  d e v e l o p m e n t  o f  C a y o  L a rg o .  T h e  
r e f u r b i s h in g  o f  s o m e  o f  t h e  h o t e l s  in  H a v a n a  is  a ls o  p l a n n e d  a n d  IN T U R  is  to  u s e  p a r t  o f  t h e  U S $  6 0 0  
m i l l io n  lo a n  g r a n t e d  b y  t h e  A r g e n t i n e  R e p u b l ic  f o r  c o n t r a c t s  w i th  A r g e n t i n e  f i r m s  to  b u i ld  e ig h t  
" tu r n - k e y "  h o t e l s  in  V a r a d e r o .  C u b a n  f i r m s  b e g a n  c o n s t r u c t i o n  o f  t h i s  t o u r i s t  c o m p le x  in  1985  o n  
t h e i r  o w n  a c c o u n t .
T h e  s u r p lu s  in  c a p i ta l  t r a n s a c t i o n s  in c r e a s e d  b y  7 8 %  to  a lm o s t  190  m i l l io n  p e s o s  ( s e e  ta b le  18). 
T h i s  p o s i t i v e  b a la n c e  r e f le c te d  t h e  d if fe r e n c e  b e t w e e n  a m o r t i z a t i o n  p a y m e n t s  o f  s o m e  4 5 0  m i l l io n  
p e s o s  a n d  t h e  r e c e ip t  o f  e x t e r n a l  lo a n s  in  t h e  a m o u n t  o f  6 4 0  m i l l io n  p e s o s ,  5 4 %  o f  w h ic h  w e r e
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s h o r t - t e r m  c r e d i t s .  T h i s  c a p i t a l  in f lo w  w a s  su f f ic ie n t  to  c o v e r  t h e  d e f ic i t  o n  c u r r e n t  a c c o u n t  a n d  to  
in c r e a s e  t h e  le v e l  o f  i n t e r n a t io n a l  r e s e r v e s  in  f re e ly  c o n v e r t i b l e  c u r r e n c y  b y  4 8  m i l l io n  p e s o s ,  t h e r e b y  
r a i s i n g  t h e m  to  s o m e  2 3 0  m i l l io n  p e s o s .  I n  a d d i t io n  to  t h i s  s u m , d e p o s i t s  o f  a lm o s t  125 m i l l io n  p e s o s  
in  t r a n s f e r a b l e  r u b l e s  in  f o r e ig n  b a n k s  r a i s e d  t h e  f ig u re  f o r  g r o s s  r e s e r v e s  in  t h e s e  c u r r e n c ie s  b y  3 3 %  
to  3 5 0  m i l l io n  p e s o s  ( s e e  ta b le  19).
T h e  C u b a n  p e s o  e x p e r i e n c e d  a  s l ig h t  d e v a lu a t io n  ( 3 % )  a g a in s t  t h e  d o l l a r  a n d  a  le s s  m a r k e d  
d e v a lu a t io n  (2  % )  in  r e l a t i o n  to  t h e  J a p a n e s e  y e n . O n  t h e  o t h e r  h a n d ,  i t  g a in e d  1.4%  in  r e l a t i o n  to  t h e  
G e r m a n  m a r k ,  1 .9%  in  r e l a t i o n  to  t h e  p o u n d  s t e r l i n g  a n d  2 .5 %  a g a in s t  t h e  S w is s  f ra n c . H o w e v e r ,  
d u r in g  t h e  s e c o n d  h a l f  o f  t h e  y e a r ,  t h e  u p w a r d  t r e n d  w a s  r e v e r s e d  a n d  q u o ta t i o n s  o f  t h e  p e s o  in  t h e s e  
t h r e e  c u r r e n c ie s  a n d  t h e  y e n  d e c l in e d  s u b s ta n t i a l ly  ( s e e  ta b le  2 0 ) .  T h e s e  f o u r  c o u n t r i e s  a r e  o f  g r e a t  
im p o r t a n c e  in  C u b a 's  e x p o r t  m a r k e t s  in  f re e ly  c o n v e r t i b l e  c u r r e n c y ;  t h e  c o u n t r y  h a s  t h e r e f o r e  t r i e d  to  
p r e v e n t  t h e  p r i c e s  o f  i t s  e x p o r t s  f ro m  b e c o m in g  u n a t t r a c t i v e  a s  a  r e s u l t  o f  i n a p p r o p r i a t e  e x c h a n g e  
r a te s .
c )  External indebtedness in free ly  convertible currency
D u r i n g  1 9 8 5 , e x t e r n a l  i n d e b te d n e s s  in  f re e ly  c o n v e r t i b l e  c u r r e n c y  in c r e a s e d  b y  9 % ;  th i s  
b r o u g h t  i t  to  s l ig h t ly  le s s  t h a n  3 2 6 0  m i l l io n  p e s o s ,  w h ic h  w a s  3 0  m i l l io n  p e s o s  m o r e  t h a n  th e  h ig h
T a b le  21
C U B A : I N D IC A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S  
I N  F R E E L Y  C O N V E R T IB L E  C U R R E N C Y ”
(Millions of pesos)
1980 1981 1982 1983 1984 1985*
T o ta l  d is b u r s e d  d e b t 3 227 3 170 2 6 6 9 2  790 2  989 3 259
B ila te ra l official d eb t 1 354 1 294 1 276 1 3 3 3 1 579 1 673
M u ltila te ra l official d e b t 8 15 18 25 17 18
S u p p lie rs 27 33 47 97 229 366
F in an c ia l in s t i tu tio n s 1 837 1 826 1 327 1 335 1 164 1 202
M e d iu m -te rm  b ila te ra l lo an s and 
lo an s  fro m  c o n so rtia 563 505 417 495 453 4 4 4
S h o rt- te rm  d e p o s its 1 238 1 282 860 789 623 6 6 6
C red its  fo r c u r re n t  im p o rts 36 39 50 50 88 92
O th e r  c red its 1 1 1 1 - -
D is b u r s e m e n ts 0 214 229 148 351 570 639
S erv ice ..» «*» 319 403 515
In te re s t  pa id
A m o r tiz a tio n  p a y m e n ts  o n
263 338 341 248 241 2 6 8
m ed iu m - and  lo n g - te rm  d eb ts 71 162 247
P e rc e n ta g e s
R a tio s
T o ta l d isb u rse d  d e b t/g lo b a l
social p ro d u c t
D e b t s e rv ic e /e x p o r ts  o f  goods
18.5 14.3 11.6 11.5 11.4 11.9
an d  se rv ices 20.2 28 .8 32.4
D e b t s e rv ic e /d is b u rs e m e n ts 90.9 70 .7 80.6
D e b t se rv ic e /g lo b a l social 
p ro d u c t 1.3 1.6 1.9
Source: ECLAC, on the basis of data from the National Bank of Cuba.
"Includes commitments falling dueone year or less. ’Preliminary figures. ’Includes long- and short-term loans received, according to 
the balance of payments. ’’Previous surveys included amortization payments on long- and short- term capital, as they appear in the 
balance of payments in freely convertible currency. This survey includes the more precise figure for actual amortization payments on medium- 
and long- term debt, which has been available only since 1983.
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p o i n t  r e c o r d e d  f iv e  y e a r s  e a r l i e r .  T h is  in c r e a s e  r e f le c te d  th e  c o u n t r y 's  p o l ic y  o f  s t r e n g t h e n i n g  i t s  l in k s  
w i th  t h e  m a r k e t  e c o n o m y  c o u n t r i e s  w i t h o u t  r e s o r t i n g  to  e x c e s s iv e  i n d e b te d n e s s .  I n d e e d  t h e  c o e f f i­
c i e n t  r e p r e s e n t i n g  t h e  d e b t  a s  a  p e r c e n t a g e  o f  t h e  g lo b a l  so c ia l  p r o d u c t ,  w h ic h  w a s  1 9 %  in  1 9 8 0 , 
d e c l in e d  c o n s id e ra b ly  in  t h e  fo l lo w in g  tw o  y e a r s  a n d  r e m a in e d  b e lo w  1 2 %  in  1 9 8 3 -1 9 8 5  ( s e e  
t a b le  2 1 ) .
O f  t h e  t o t a l  a m o u n t  o f  t h e  d e b t  in  c o n v e r t i b l e  c u r r e n c y ,  5 2 %  w a s  o w e d  to  o f f ic ia l  s o u r c e s  a n d  
th e  r e m a i n i n g  4 8 %  r e p r e s e n t e d  lo a n s  g r a n t e d  b y  p r i v a t e  o r g a n iz a t io n s .  I n  1 9 8 0 , t h e s e  p r o p o r t i o n s  
h a d  b e e n  4 2 %  a n d  5 8 % ,  r e s p e c t iv e ly ;  t h e s e  f ig u re s  i l l u s t r a t e  t h e  d e c l in in g  r o l e  o f  p r i v a t e  i n t e r n a ­
t io n a l  s o u r c e s  o f  c r e d i t  in  f i n a n c in g  t h e  d e v e lo p m e n t  o f  t h e  C u b a n  e c o n o m y . A t  t h e  s a m e  t im e ,  t h e  
s h a r e  o f  c r e d i t s  f ro m  o f f ic ia l s o u r c e s  in  t h e  in d u s t r i a l i z e d  c o u n t r i e s  h a s  d e c l in e d  w h i le  t h e  p e r c e n t a g e  
o b ta in e d  f ro m  s o m e  o f  t h e  d e v e lo p in g  c o u n t r i e s  h a s  r i s e n .
T h e  c o m p o s i t i o n  o f  t h e  b a la n c e  o f  d e b t  w i t h  o ff ic ia l b i l a t e r a l  i n s t i t u t i o n s  ( 1 6 7 0  m i l l io n  p e s o s )  
c o n t in u e d  to  r e f le c t  a  s h i f t  a w a y  f ro m  i n t e r g o v e r n m e n t a l  a n d  d e v e l o p m e n t  a s s i s t a n c e  lo a n s  a n d  
to w a r d s  e x p o r t  in s u r a n c e  c r e d i t s .  B e c a u s e  o f  t h e  h i g h e r  f in a n c ia l  c o s ts  i t  in v o lv e d ,  th i s  c h a n g e  w a s  n o t  
t h e  m o s t  a d v a n ta g e o u s  c o u r s e  f o r  t h e  c o u n t r y  to  t a k e ,  e v e n  th o u g h  i t  d id  f a c i l i ta te  e x t e r n a l  t r a d e .28
D e b t s  o w e d  to  p r i v a t e  o r g a n i z a t i o n s  in c r e a s e d  b y  1 3 % ,  r e a c h in g  1 5 6 8  m i l l io n  p e s o s ,  o f  w h ic h  
6 8 %  r e p r e s e n t e d  s h o r t - t e r m  o b l ig a t io n s .  S u p p l i e r s ' c r e d i t s  r o s e  b y  6 0 %  a n d  a c c o u n te d  f o r  1 1 %  o f  
t h e  t o t a l  d e b t ,  a  s h a r e  w h ic h  w a s  f a r  h i g h e r  t h a n  th e  0 .8 %  r e c o r d e d  in  1980 . D e b t s  o w e d  to  f in a n c ia l  
i n s t i t u t i o n s  in c r e a s e d  s l ig h t ly ,  t h u s  e x c e e d in g  1.2 b i l l io n  p e s o s .  O f  t h e s e ,  s h o r t - t e r m  d e p o s i t s  b y  
f o r e ig n  b a n k s  in  t h e  N a t i o n a l  B a n k  o f  C u b a  in c r e a s e d  b y  7 % ,  b u t  th i s  w a s  n o t  e n o u g h  to  r e v e r s e  t h e  
v i o l e n t  d e c l in e  o f  p r e v io u s  y e a r s ,  s in c e  t h e  le v e l  o f  666  m i l l io n  p e s o s  r e c o r d e d  in  1985  w a s  s t i l l  4 8 %  
lo w e r  t h a n  t h a t  o f  1981 ( s e e  ta b le  2 1 ) .
A s  a  r e s u l t  o f  t h e  c o n d i t i o n s  im p o s e d  b y  o ff ic ia l a n d  m u l t i l a t e r a l  f in a n c ia l  o r g a n i z a t i o n s  a n d  o f  
th e  w i t h d r a w a l  b y  i n t e r n a t io n a l  b a n k s  o f  m e d iu m -  a n d  s h o r t - t e r m  d e p o s i t s  f ro m  th e  N a t i o n a l  B a n k  
o f  C u b a , t h e  c o u n t r y  w a s  fo rc e d  to  r e s o r t  to  c o m m e r c ia l  lo a n s ,  w h ic h ,  n o t w i t h s t a n d i n g  t h e i r  h ig h  c o s t ,  
n o n e t h e l e s s  f a c i l i ta t e d  c o m m e r c ia l  t r a n s a c t i o n s  to  s o m e  e x te n t .
T h is  s i t u a t io n  h a s  h a d  a  d i s q u ie t i n g  e f fe c t  o n  C u b a 's  e x t e r n a l  e c o n o m ic  r e l a t i o n s  w i t h  th e  
m a r k e t  e c o n o m y  c o u n t r i e s .  F a c e d  w i t h  a n  i n t e r n a t io n a l  s i t u a t io n  t h a t  l im i ts  C u b a n  e x p o r t s ,  in  w h ic h  
i t  h a s  b e c o m e  m o r e  d if f ic u lt  to  s e c u re  n e w  c r e d i t s ,  in  w h ic h  e x c e s s iv e ly  h i g h  i n t e r e s t  r a t e s  a n d  
b a n k in g  c o m m is s io n s  a re  s t i l l  c h a r g e d ,  a n d  in  w h ic h  h i g h e r  p r i c e s  h a v e  m a d e  i m p o r t s  m o r e  c o s t ly , 
C u b a  h a s  h a d  to  d i v e r t  a n  in c r e a s in g  s h a re  o f  i t s  e x p o r t  e a r n i n g s  to  t h e  s e r v ic in g  o f  i t s  d e b t  in  f re e ly  
c o n v e r t i b l e  c u r re n c y .  T h e  c o r r e s p o n d i n g  r a t i o  w e n t  f r o m  2 0 %  in  1983  to  m o r e  t h a n  3 2 %  in  1985 
( s e e  t a b le  2 1 ) .
I n  t h e  v ie w  o f  t h e  C u b a n  a u t h o r i t i e s ,  u n d e r  su c h  c i r c u m s ta n c e s  i t  is  d if f ic u l t  to  n o r m a l iz e  i ts  
f in a n c ia l  r e l a t i o n s  w i t h  th e s e  c o u n t r i e s ,  e s p e c ia l ly  w h e n  t h e  p r o b l e m s  t e n d  to  w o r s e n .  C o n s e q u e n t ly ,  
d u r in g  t h e  r o u n d  o f  d e b t  r e n e g o t i a t i o n s  h e ld  in  1 9 8 4 , C u b a  p r e s e n t e d  a  p r o g r a m m e  o f  a c t io n  to  i ts  
c r e d i to r s  w h ic h  w o u ld  d i s p e n s e  w i th  t h e  p r e v a i l i n g  p u r e ly  f in a n c ia l  c r i t e r i o n  a n d  w o u ld  l in k  t h e  d e b t  
p r o b l e m  to  n a t io n a l  e c o n o m ic  d e v e l o p m e n t .29 I n  1 9 8 5 , t h e  a u t h o r i t i e s  r e p o r t e d  t h a t  t h e s e  p r o p o s a l s  
h a d  r e c e iv e d  n o  r e s p o n s e  w h a ts o e v e r .  T h e y  in d ic a te d ,  h o w e v e r ,  t h a t  s in c e  th e y  r e g a r d e d  t h e m  as  
b e in g  j u s t  in  b o t h  e c o n o m ic  a n d  p r a c t i c a l  t e r m s  a n d  a s  in  t h e  i n t e r e s t  o f  b o th  p a r t i e s ,  th e y  w o u ld  
p r e s e n t  t h e m  a g a in  a t  t h e  r o u n d  o f  e x t e r n a l  d e b t  r e n e g o t i a t i o n s  to  b e  h e l d  in  1 9 8 6 , w h ic h  w a s  
e x p e c te d  to  b e  d if f ic u lt .
4 . Employment, w a g e s ,  p r i c e s  and productivity
In C u b a 's  p l a n n e d  e c o n o m ic  s y s te m , t h e  m a i n  i n s t r u m e n t  f o r  d i s t r i b u t i n g  th e  s u r p lu s  d e s t in e d  f o r  
d i r e c t  c o n s u m p t i o n  b y  t h e  p o p u l a t i o n  o r  " th e  c o n s u m p t i o n  fu n d "  i s  w h a t  i s  k n o w n  a s  t h e  " w a g e  fu n d "
"See National Bank of Cuba, Inform e economico, op. cit.
29 In its statement in addition to specifically requesting access for its exports to the markets of creditor countries Cuba proposed: i) to 
increase its purchases in the creditor countries to 25% of its total imports; ii) to create an entity in which participation would be on an equal 
footing with creditor countries for the purpose of carrying out evaluations and feasibility studies of investment projects, with much of the 
resulting production being exported to international markets which operate in freely convertible currencies; iii) to undertake jointly, whenever 
possible, the engineering and investment studies corresponding to such projects. See, ECLAC, Econom ic Survey o f  Latin A m erica and the 
Caribbean, 1984, op. cit and the National Bank of Cuba, Inform e economico, February 1985.
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a n d  t h i s  in  t u r n  i s  d e t e r m i n e d  b y  t o t a l  e m p l o y m e n t  a n d  th e  a v e r a g e  w a g e .50 G iv e n ,  in  a d d i t io n ,  t h e  
p r o g r a m m e d  le v e l  o f  p r i c e s ,  a n  a d e q u a te  e q u i l i b r iu m  m u s t  b e  e s ta b l i s h e d  b e tw e e n  th e  tw o  f u n d s  in  
o r d e r  to  a v o id  c r e a t i n g  l iq u id i ty  p r o b l e m s  f o r  t h e  p o p u l a t i o n .  F u r t h e r m o r e ,  t h e  in c r e a s e  o f  w a g e s  in  
t h e  e n t e r p r i s e s  i n c lu d e d  in  t h e  p r o d u c t iv e  s p h e r e  m u s t  b e  in  l in e  w i th  in c r e a s e s  in  p r o d u c t iv i ty  to  
p r e v e n t  a n  e r o s i o n  o f  p r o f i t a b i l i ty .  C o n s e q u e n t ly ,  a n  a t t e m p t  i s  m a d e  to  m a i n t a i n  t h e  e q u i l ib r i a  a n d  
t h e  p l a n n e d  i n t e r r e l a t i o n s h i p s  a m o n g  a v e r a g e  w a g e s ,  e m p l o y m e n t ,  p r i c e s ,  p r o d u c t iv i ty  a n d  p r o f i t a ­
b i l i ty ,  o n  t h e  o n e  h a n d ,  a n d  b e t w e e n  t h e  m o n e ta r y  in c o m e  o f  t h e  p o p u l a t i o n  a n d  th e  c o n s u m p t i o n  
fu n d , o n  t h e  o t h e r ,  b u t  t h i s  h a s  n o t  a lw a y s  b e e n  a c h ie v e d .  T h u s ,  in  1985  im b a la n c e s  a r o s e  w h ic h ,  
a l t h o u g h  th e y  w e r e  n o t  s e r io u s ,  to  s o m e  e x t e n t  im p a i r e d  th e  p r o f i t a b i l i ty  o f  e n t e r p r i s e s  a n d  t h e i r  
c o n t r i b u t i o n  to  t h e  b u d g e ta r y  in c o m e  o f  t h e  n a t io n .
a )  Employment
T h e  r a p id  g r o w t h  o f  S ta te  c iv i l i a n  e m p l o y m e n t  ( 4 % )  r e c o r d e d  d u r in g  t h e  p r e c e d i n g  b i e n n iu m  
s l i p p e d  to  2%  i n  1 9 8 5 , b r i n g in g  t h e  n u m b e r  o f  p e r s o n s  e m p lo y e d  in  a b s o lu te  t e r m s  to  a lm o s t  3 .2  
m i l l io n  ( s e e  t a b l e  2 2 ) .
T h e  p r o d u c t i v e  s p h e r e  p r o v id e d  e m p l o y m e n t  f o r  m o r e  t h a n  2 .2  m i l l io n  p e r s o n s  a n d  i t s  1 .4%  
in c r e a s e  w a s  e q u iv a l e n t  to  le s s  t h a n  o n e - h a l f  o f  t h e  g r o w t h  r a t e  o b s e r v e d  d u r in g  th e  p r e c e d in g  
b i e n n iu m .  T h is  e v o l u t i o n  w a s  a t t r ib u t a b l e  to  a  p o l ic y  w h ic h  s o u g h t  to  m a k e  e n t e r p r i s e s  m o r e  
p r o f i t a b l e  b y  e n h a n c i n g  la b o u r  p r o d u c t iv i ty .  I n  p r a c t i c e ,  th i s  h a s  le d  to  v e ry  s t r i c t  e m p lo y m e n t
T a b le  22
C U B A : A V E R A G E  N U M B E R  O F  W O R K E R S ”
T h o u sa n d s  o f  w o rk e rs
P e rcen tag e
breakdow m
G ro w th  ra tes
1982 1983 1984 19856 1975 1980 1985o 1982 1983 1984 1985o
T o ta l 2  882 3 0 0 0 3 115 3 176 100.0 100.0 100.0 2.0 4.1 3.8 2.1
P r o d u c t iv e  sp h e re 2  037 2  106 2  177 2  208 72 .6 72.0 69 .5 1.5 3.4 3.4 1.4
A g ric u ltu re 616 595 582 582 28 .6 22.8 18.3 -0.5 -3.4 -2.2 -
F o re s try 21 26 27 30 0.7 1.0 -1.0 25 .6 3.5 11.1
In d u stry 600 631 666 682 19.7 20.0 21.5 4.1 5.2 5.5 2.4
C o n s tru c tio n 261 284 309 315 8.7 10.0 10.0 -2.1 8.8 8.8 1.9
T ra n s p o r t 180 185 187 190 6.9 6.3 6.0 -8.0 2 .8 1.1 1.6
C o m m u n ic a tio n s 24 25 26 26 1.0 0.8 0.8 3.5 4.7 3.7 -
C o m m erce 324 348 367 366 7.5 11.1 11.5 4.3 7.3 5.6 -0.3
O th e r  ac tiv ities 13 14 15 17 0.2 0.3 0.5 15.2 7.8 3.6 13.3
N o n - p r o d u c t iv e  sp h e re  
C o m m u n ity  and p e rso n a l
845 894 938 968 27 .4 28 .0 30.5 3.4 5.7 5.0 3.2
se rv ices 86 97 108 108 3.4 3.4 -5.6 13.1 11.5 -
S cience  and tech n o lo g y 21 23 26 27 0.7 0.9 4.9 5.6 13.3 3.8
E d u c a tio n  cu ltu re  and a rt 
P ub lic  h e a lth  and  social
392 4 0 8 4 1 8 422 13.2 13.3 3.2 4.1 2.5 1.0
w e lfa re , sp o r ts  and to u r ism 153 170 185 196 4.6 6.2 11.2 10.5 8.9 5 9
F in a n c e  and  in su ran ce 13 15 17 19 0.4 0.6 11.8 11.3 14.9 11.8
A d m in is tr a t io n 152 155 156 166 5.2 5.2 -0.3 2.2 0.8 6.4
O th e r  ac tiv ities 27 26 28 30 0.5 0.9 16.7 -2 .6 5.6 7.1
Source: ECLAC, on the basis of figures from the State Statistical Committee. 
’Includes only civilian employment in the State sector. Preliminary figures.
50 Wages are the main source o f the population’s monetary income; however the increase in allowances, retirement funds and other social 
benefits of a monetary nature has caused the ratio between the total wages earned and the monetary income of the population to fall from 73% in 
1975 to 72% in 1980 and to 70% in 1985.
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C U B A : A V E R A G E  W A G E S ”
Table 23
A v e ra g e  w ag es (p eso s)  G ro w th  ra te s
1982 1983 1984 1985* 1982 1983 1984 1985*
T o ta l 2  113 2  159 2  230 2  245 3.8 1.8 3.3 0.7
P ro d u c t iv e  sp h e re 2  120 2  173 2  252 2  261 3.2 2.5 3.6 0.4
A g ric u ltu re 2  000 2  004 2  082 2  100 4.0 0.2 3.9 0.9
F o re s try 1 986 1 988 2  097 2  104 4.0 0.2 5.4 0.3
In d u stry 2  2 0 9 2  267 2 .3 3 0 2  357 3.3 2.6 2.8 1.1
C o n s tru c tio n 2  241 2  346 2  468 2  488 -0.1 4 .7 5.2 0.8
T ra n s p o r t 2  4 7 9 2  551 2  606 2  591 3.2 2.9 2.2 -0 .6
C o m m u n ic a tio n s 2  021 2  041 2  106 2  159 3.1 1.0 3.2 2.5
C o m m erce 1 895 1 959 2  033 2  021 4.4 3.4 3.8 -0.6
O th e r  ac tiv ities 2  380 2  482 2  472 2  412 6.2 4.3 -0.4 -2.4
N o n - p ro d u c t iv e  sp h e re  
C o m m u n ity  an d  perso n a l
2  095 2  126 2  177 2  209 10.2 1.5 2.4 1.5
se rv ices 1 864 1 900 1 966 1 960 2.8 1.9 3.5 -0.3
Science  an d  techn o lo g y 2  402 2  396 2  4 1 6 2  461 6.7 -0.2 0.8 1.9
E d u ca tio n , cu ltu re  an d  a rt 
P u b lic  h e a lth  and social
2  102 2  148 2  193 2  230 7.2 2.2 2.1 1.7
w e lfa re , sp o r ts  and  to u rism 2 216 2  027 2  077 2  126 13.4 -8.5 2.5 2.4
F in an ce  and  in su ran ce 2  213 2  2 0 9 2  194 2  176 4.5 -0.2 -0.7 -0.8
A d m in is tra t io n 2  243 2  261 2  346 2  375 -5.7 0.8 3.7 1.2
O th e r  ac tiv ities 2  059 2  184 2  260 2  250 - 6.1 3.5 -0.4
Source: ECLAC, on the basis of figures from th<; State Statistical Committee. 
"Includes only civilian employment in che Scute :sector. ’Preliminary fgur es.
c o n t r o l s .  A s  a  r e s u l t  o f  t h e s e  c o n t r o l s  t h e  e la s t ic i ty  b e t w e e n  t h e  g lo b a l  so c ia l  p r o d u c t  a n d  e m p lo y m e n t  
w e n t  f r o m  1.2 in  1983 to  1.9 in  198 4  a n d  to  2 .3  in  1 9 8 5 ; t h i s  l a s t  f ig u re  w a s  e x c e e d e d  o n ly  in  1 9 8 1 , 
w h ic h  w a s  a n  e x c e p t io n a l  y e a r  in  C u b a 's  e c o n o m ic  h i s to r y .
O n  t h e  o t h e r  h a n d ,  t h e  j o b s  c r e a te d  b y  t h e  n o n - p r o d u c t iv e  s p h e r e  in c r e a s e d  b y  3 % .  T h e  
a c t iv i t i e s  o f  e d u c a t io n ,  c u l tu r e  a n d  a r t  a b s o r b e d  4 3  %  o f  t h i s  in c r e a s e  w h i le  t h e  s e c to r s  o f  p u b l ic  h e a l t h ,  
s p o r t s ,  t o u r i s m  a n d  so c ia l  w e l f a r e  a c c o u n te d  f o r  2 0 % .  T h e s e  h ig h  c o e f f ic ie n ts  r e f le c te d  C u b a 's  
p o l i c ie s  o f  p r o m o t i n g  th e s e  a c t iv i t i e s ,  to  w h ic h  t h e  g o v e r n m e n t  h a s  g iv e n  p r io r i t y  f o r  m o r e  t h a n  tw o  
d e c a d e s .
A l th o u g h  th e  e c o n o m ic  s y s te m  a p p e a r e d  to  b e  p r o v i d in g  a  s a t is f a c to ry  le v e l  o f  e m p lo y m e n t ,  t h e  
a u t h o r i t i e s  w e re , c o n c e r n e d  t h a t  i t  w a s  n o t  b e in g  u s e d  to  fu ll a d v a n ta g e .  I n d ic a t io n s  o f  t h i s  p r o b le m  
w e r e  to  b e  s e e n  in  t h e  r e d u n d a n c ie s  o b s e r v e d  in  a  n u m b e r  o f  s e rv ic e s  s u c h  a s  r e s t a u r a n t s ,  h o t e l s  a n d ,  
e v e n  m o r e  w o r r y in g ,  in  s o m e  p r o d u c t iv e  s e c to r s  s u c h  a s  t r a d e .  C o n s e q u e n t ly ,  in  1 9 8 5 , t h e r e  w a s  a  
r i g o r o u s  a p p l i c a t i o n  o f  t h e  p o lic y  o f  p r e v e n t i n g  an y  a b s o r p t io n  o f  e m p lo y m e n t  w h ic h  d id  n o t  s t r ic t ly  
c o r r e s p o n d  to  in c r e a s e s  in  p r o d u c t io n  o r  i n v e s tm e n t s  in  p r o d u c t iv e  e n t e r p r i s e s .
b )  Wages
T h e  g e n e r a l  f u n d  o f  w a g e s  p a id  in  t h e  S ta te  c iv i l ia n  s e c to r  s h o w e d  a n  in c r e a s e  o f  2 .6 % ,  w h ic h  
w a s  n o t  o n ly  lo w e r  t h a n  t h a t  o f  t h e  tw o  p r e v io u s  y e a r s  b u t  a ls o  lo w e r  t h a n  t h e  r a t e  o f  f ro m  3 %  to  
3 -5 %  p r o v id e d  f o r  in  t h e  1985  C o m p r e h e n s iv e  D e v e l o p m e n t  P la n .
U p  to  1 9 8 4 , t h e r e  w a s  a  te n d e n c y  to w a r d s  h ig h  e la s t ic i ty  b e tw e e n  t h e  g r o w t h  o f  t h e  w a g e  b i l l  
a n d  t h e  in c r e a s e  in  t h e  g lo b a l  so c ia l  p r o d u c t  a t  c u r r e n t  p r ic e s  a n d  a n  e v e n  g r e a t e r  e la s t ic i ty  in  r e s p e c t  
o f  n a t io n a l  in c o m e .31 T h e  a t t e m p t  m a d e  in  t h e  c o m p r e h e n s i v e  p l a n  f o r  1985  to  r e v e r s e  t h i s  t r e n d  w a s  
a n  e x p r e s s i o n  o f  t h e  e f fo r t  b e i n g  m a d e  to  in c r e a s e  p r o d u c t iv i ty ,  t h e  p r o f i t a b i l i ty  o f  p r o d u c t iv e  
e n t e r p r i s e s  a n d  t h e  e ff ic ie n c y  o f  t h e  n o n - p r o d u c t iv e  o n e s .
”In Cuban planning terminology, national income is equivalent to the global social product minus productive consumption, i.e., to the 
value added in the productive sphere.
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T h e  a v e r a g e  w a g e  in  t h e  p r o d u c t i o n  s p h e r e  in c r e a s e d  b y  0 .4 % ,  w h ic h  w a s  o n ly  o n e - e ig h th  o f  
t h e  a v e r a g e  in c r e a s e  d u r in g  t h e  p r e v io u s  t r i e n n iu m  ( s e e  t a b le  2 3 ) .  T h e  a v e r a g e  w a g e  fe ll in  s o m e  
b r a n c h e s  o f  p r o d u c t i o n  b u t  t h e  a u t h o r i t i e s  s t a te d  t h a t  th e s e  d e c r e a s e s  w e r e  m a in ly  a t t r ib u t a b l e  to  a  
s t r i c t e r  c o n t r o l  o f  b o n u s  p a y m e n t s  to  w o r k e r s  w h o  e x c e e d e d  p e r f o r m a n c e  o f  t h e  w o r k  s ta n d a rd s .  
S o m e  o f  th e s e  s t a n d a r d s  w e r e  r e - e x a m in e d  a n d  m a d e  m o r e  c o m p le x  b e c a u s e  th e y  h a d  b e e n  v e ry  lo w  
a n d  w e r e  t o o  e a sy  to  fu lfil. T h is  r e v i s io n  o f  t h e  s t a n d a r d s  w h ic h  h a s  b e e n  t a k in g  p la c e  s in c e  1 9 8 2 , 
b e c a m e  p a r t i c u l a r ly  r i g o r o u s  in  1 9 8 4  a n d  198 5 .
T h e  a b s o lu te  v a lu e s  o f  t h e  a v e r a g e  w a g e s  in  t h e  p r o d u c t iv e  a n d  n o n - p r o d u c t iv e  s p h e r e s  
c o n t in u e d  to  b e  v e ry  s im i la r .  T h is  w a s  t h e  r e s u l t  o f  t h e  a p p l i c a t i o n  o f  e c o n o m ic  r e f o r m  m e a s u re s  
b e g u n  in  1 9 7 6  w h ic h  h a v e  g iv e n  g r e a t e r  f o rc e  to  t h e  p r i n c i p le  o f  e q u a l  p a y  fo r  e q u a l  w o r k  in  a ll 
a c t iv i t i e s  a n d  g e o g r a p h ic a l  a r e a s . T h u s ,  w h e r e a s  in  1 9 7 8  t h e  d if fe r e n c e  b e tw e e n  th e  h i g h e s t  a v e r a g e  
r e g io n a l  w a g e  ( in  t h e  c ity  o f  H a v a n a )  a n d  t h e  lo w e s t  ( in  G r a n m a  p r o v in c e )  w a s  2 5 % ,  in  1 9 8 4  a n d  
1985 t h e  g a p  b e t w e e n  th e  h i g h e s t  a v e r a g e  r e g io n a l  w a g e  ( in  C ie n fu e g o s  p r o v in c e s )  a n d  th e  lo w e s t  ( in  
G r a n m a  p r o v i n c e )  w a s  o n ly  1 6 % .
c )  Prices
N o  s h a r p  f lu c tu a t io n s  w e r e  r e c o r d e d  in  e i t h e r  w h o le s a le  o r  r e ta i l  p r ic e s .  N e v e r t h e l e s s ,  w i t h i n  
t h e  f r a m e w o r k  o f  t h e  p o lic y  o n  w h ic h  p r ic e  r e f o r m s  w e r e  b a s e d  in  1981 a n d  1 9 8 2 , a  s tu d y  w a s  s ta r t e d  
o n  th e  i m p l i c a t i o n s  f o r  t h e  n a t io n a l  e c o n o m y  o f  b o t h  t h e  r e d u c t io n s  in  t h e  p r ic e s  o f  t h e  m a in  e x p o r t  
p r o d u c t s  to  f re e  m a r k e t  c o u n t r i e s  a n d  t h e  in c r e a s e s  in  t h e  p r ic e s  o f  im p o r t s  f ro m  th e s e  c o u n t r i e s .  T h is  
s tu d y  a ls o  c o v e r e d  t h e  i m p l i c a t i o n s  o f  t h e  c o n t in u o u s  c h a n g e s  in  e x c h a n g e  m a r k e t s .
A c c o r d in g  to  i n f o r m a t io n  w h ic h  is  s t i l l  i n c o m p le t e ,  r e t a i l  t r a d e  p r ic e s  in c r e a s e d  n o  m o r e  t h a n  
3 % . T h is  r i s e  w a s  t h e  o u t c o m e  o f  a n  e c o n o m ic  p o lic y  w h ic h  s o u g h t  to  g iv e  g r e a t e r  f o rc e  to  t h e  r o l e  o f  
t h e  m a r k e t ,  to  e s t a b l i s h  m o r e  c o n s is te n c y  b e tw e e n  p r i c e s  a n d  p r o d u c t io n  c o s ts ,  in  o r d e r  to  f u r t h e r  t h e  
w h o le s a l e  a n d  r e t a i l  p r i c e  r e f o r m s  a d o p te d  in  1981 a n d  1 9 8 2  a n d  in  th i s  w a y  to  r e d u c e  t h e  p u b l ic 's  
l iq u id i ty .
B e tw e e n  1 9 8 4  a n d  1 9 8 5 , t h e  r a t i o n e d  m a r k e t  a n d  th e  d e c o n t r o l l e d  m a r k e t ,  t a k e n  t o g e t h e r ,  
r e d u c e d  t h e i r  s h a r e  o f  to t a l  r e t a i l  s a le s  f ro m  8 6 %  to  8 5 % .  F o r  i ts  p a r t ,  t h e  p a r a l l e l  m a r k e t  in c r e a s e d  
f ro m  1 3 %  to  a lm o s t  1 5 %  a n d  t h e  f r e e  p e a s a n t  m a r k e t  s h a r e  w a s  c lo se  to  1 % . T h e s e  c h a n g e s  in  
m a r k e t  c o m p o s i t i o n  w e r e  r e f le c te d  in  in c r e a s e s  in  t h e  p r ic e  in d e x .32
I n  th e  r a t i o n e d  m a r k e t  in c r e a s e s  w e r e  o b s e r v e d  in  t h e  p r ic e s  o f  b e e f  ( 9 % ) ,  p l a n t a i n s  ( 1 3 % )  
a n d  b a n a n a s  ( 1 8 % ) ,  w h i le  r e d u c t io n s  o c c u r r e d  in  t h e  p r ic e s  o f  p o t a t o e s  ( - 1 1 % ) ,  b e a n s  ( -2 % )  a n d  
o n io n s  ( - 1 4 % ) .  T h e  d e c r e a s e s  in  p a r a l l e l  m a r k e t  p r ic e s  w e r e  m u c h  m o r e  p r o n o u n c e d ;  r e d u c t io n s  
w e r e  o b s e r v e d  in  t h e  p r i c e s  o f  g a r l ic  ( - 1 5 % ) ,  o n io n s  ( -3 4 % )  a n d  b e a n s  ( - 7 % ) .  I n  t h e  f re e  p e a s a n t  
m a r k e t  in c r e a s e s  w e r e  r e c o r d e d  in  u n p a s t e u r i z e d  m i lk  ( 1 2 % ) ,  b e a n s ( 6 % ) ,  r i c e ( 5 % )  a n d  p l a n t a i n s  
( 3 % )  a n d  d e c r e a s e s  in  g a r l ic  ( -1 7 % )  a n d  o n io n s  ( - 5 % ) .
F in a l ly ,  t h e  p r i c e s  o f  a  n u m b e r  o f  e s s e n t i a l  m a s s - c o n s u m p t io n  p r o d u c t s ,  w h ic h  a re  r a t i o n e d  b u t  
w h ic h  a ls o  a r e  s o ld  o n  t h e  p a r a l l e l  m a r k e t ,  h a v e  r e m a in e d  u n c h a n g e d  s in c e  t h e  1981 r e fo r m . 
E x a m p le s  o f  t h i s  a r e ,  inter alia, p a s t e u r i z e d  a n d  u n p a s t e u r i z e d  m ilk ,  e g g s ,  r ic e ,  b u t t e r ,  s u g a r ,  p o r k  
la rd  a n d  b r e a d .
d )  Productivity
A f te r  i n c r e a s in g  b y  a lm o s t  5 %  t h e  y e a r  b e f o re  in  r e a l  t e r m s ,  la b o u r  p r o d u c t iv i ty  in c r e a s e d  b y  
2 . 3 % . 33 S e v e ra l  f a c to r s  w e r e  r e s p o n s ib l e  f o r  th i s  lo s s  o f  d y n a m is m , in c lu d in g :  a )  t h e  p o lic y  d e c is io n  
a d o p te d  in  198 4  to  p u t  a  d a m p e r  o n  e c o n o m ic  g r o w th  ( in  o r d e r  to  p la c e  e m p h a s i s  o n  p r o d u c t io n  fo r  
e x p o r t ,  to  g iv e  p r i o r i t y  to  a n d  r e g u la t e  i n v e s tm e n t  a n d  to  r e d u c e  im p o r t s )  w h ic h  m o d e r a t e d  e c o n o m ic
"Because of the very particular structure of the consumer goods market in Cuba, it is difficult to monitor changes in the consumer prices 
of specific goods. The same product may be sold at different prices in four different markets: a) the regulated (rationed) market; b) the parallel 
State market, where rationed goods are also sold, but without any restriction as to quantity or price; c) the decontrolled market, which sells any 
product without restriction as to quantity or price; and d) the free peasant market, where the individual peasant sells his own products according 
to the laws of the market.
hl Previous Economic Surveys used the concept of global productivity, measured as a ratio between the global social product (excluding 
commerce at producer prices) and the number of workers. Beginning with this edition, the concept employed will be the more specific one of 
labour productivity in the productive sphere, also excluding commerce, measured on the basis of gross production at "enterprise prices", which 
does not include indirect taxes collected by the producer, and expressed in 1981 prices.
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g r o w t h  b u t  d id  n o t  c a u s e  an y  w o r k e r  la y -o ffs ; b )  t h e  s e v e re  d r o u g h t  w h ic h  a ffe c te d  a g r ic u l tu r a l  
p r o d u c t i o n  a n d  r e d u c e d  t h e  a r e a  h a r v e s t e d ;  a n d  c )  h u r r i c a n e  K a t e ,  w h ic h  a f fe c te d  p r o d u c t io n  d u r in g  
th e  la s t  tw o  m o n t h s  o f  t h e  y e a r  a n d  m a d e  i t  n e c e s s a ry  to  m o b i l i z e  w o r k e r s  f o r  r e s c u e  a n d  r e c o n s t r u c ­
t i o n  w o rk .
A t  t h e  s e c to r a l  le v e l ,  n o t a b l e  s e tb a c k s  w e r e  o b s e r v e d  in  a c t iv i t ie s  w h e r e  s ig n i f ic a n t  p r o g r e s s  h a d  
b e e n  m a d e ,  su c h  a s  f o r e s t r y  a n d  t r a n s p o r t .  M a n u f a c tu r in g ,  o n  th e  o t h e r  h a n d ,  d o u b le d  i ts  g r o w th  r a t e  
a s  a  r e s u l t  o f  t h e  h ig h  in d u s t r i a l  y ie ld  in  s u g a r  p r o d u c t io n ,  in  n o n - d u r a b le  c o n s u m e r  g o o d s  a n d  in  t h e  
m a n u f a c tu r e  o f  c a p i t a l  g o o d s .
T h is  h i g h e r  a v e r a g e  p r o d u c t iv i ty  is  p a r t l y  e x p la in e d  b y  th e  i n t e g r a t io n  o f  a  l a r g e  n u m b e r  o f  
w h a t  a r e  k n o w n  a s  " p e r m a n e n t  b r i g a d e s " 34 a n d  p a r t l y  b y  g r e a t e r  m a te r i a l  i n c e n t iv e s  to  w o r k e r s .  T h e  
n u m b e r  o f  p e r s o n s  in  j o b s  s u b je c t  to  w o r k  s ta n d a r d s  in c r e a s e d  b y  3 %  a n d  th e  n u m b e r  o f  p e o p l e  w h o  
r e c e iv e d  p e r f o r m a n c e  b o n u s e s  i n c r e a s e d  b y  1 % . T h e  a m o u n t  o f  su c h  b o n u s e s  p a id  o u t  r o s e  1 0 % , 
r e a c h in g  81 m i l l io n  p e s o s ,  w h ic h  w a s  e q u iv a le n t  to  s l ig h t ly  m o r e  t h a n  1%  o f  t h e  to t a l  w a g e s  p a id .
5. M o n e t a r y  a n d  f is c a l  p o l i c y
a )  Introduction
In  C u b a , m o n e ta r y  p o lic y  i s  m a in ly  u s e d  a s  a  to o l  to  f a c i l i ta te  a n d  to  q u a n t i fy , o n  a  u n i f o r m  b a s is ,  
e c o n o m ic  r e l a t i o n s h i p s  a m o n g  p r o d u c t io n  u n i t s ,  e n t e r p r i s e s  a n d  in s t i t u t i o n s  a n d  to  d i s t r i b u t e  th e  
s u r p lu s  th e y  g e n e r a t e  a m o n g  t h e  p o p u l a t i o n  a n d  th e  c e n t r a l  a n d  m u n ic ip a l  g o v e r n m e n t s .  T h e  f isca l 
p o l ic y ,  f o r  i t s  p a r t ,  fu lf i l ls  tw o  b a s ic  fu n c t io n s :  to  in c r e a s e  t h e  S ta te 's  s h a re  o f  n a t io n a l  in c o m e  in  o r d e r  
to  im p r o v e  i ts  d i s t r i b u t i o n ,  a n d  to  h e l p  c o n t r o l  t h e  o p e r a t i o n  o f  t h e  n a t io n a l  e c o n o m y  so  a s  to  e n s u r e  
m a x im u m  e f fic ie n c y .
O n  t h e  b a s is  o f  t h e  e c o n o m ic  a n d  so c ia l g u id e l in e s  f o r  t h e  1 9 8 1 -1 9 8 5  P la n ,  i m p o r t a n t  d e c is io n s  
c o n c e r n in g  m o n e ta r y  a n d  f isc a l p o l ic y  w e r e  a d o p te d .  A l th o u g h  g e a r e d  to  a c h ie v in g  sp e c if ic  o b je c t iv e s  
in  e a c h  c a s e , t h e  m e a s u r e s  w e r e  d e s ig n e d  w i th  t h e  a im  o f  e n s u r i n g  t h a t  th e  e f fe c ts  o f  t h e  m o n e ta r y  a n d  
f isc a l p o l i c ie s  w o u ld  w o r k  t o g e t h e r  to  p r o m o te  t h e  m o r e  e f f ic ie n t  a c h i e v e m e n t  o f  t h e  g o a ls  s e t  in  t h e  
a n n u a l  d e v e l o p m e n t  p l a n s .  T o  th i s  e n d ,  t h e  N a t i o n a l  B a n k  o f  C u b a  a n d  th e  S ta te  F in a n c e  C o m m i t t e e ,  
w h ic h  a r e  t h e  a g e n c ie s  r e s p o n s ib l e  f o r  a p p ly in g  th e s e  p o l ic ie s ,  c o - o r d in a t e  t h e i r  a c t io n s  a n d  u s e  t h e  
s a m e  b a s ic  i n f o r m a t i o n  a n d  c o n t r o l  s y s te m s ,  i n c lu d in g  th e  N a t i o n a l  A c c o u n t in g  S y s te m , t h e  N a t i o n a l  
A u d i t i n g  S y s te m  a n d  t h e  c a s h  f lo w  p r o g r a m m e s .  T h e y  a ls o  a c t  in  c o - o r d in a t io n  w i th  t h e  S ta te  
S ta t i s t ic a l  C o m m i t t e e  t h r o u g h  th e  N a t i o n a l  S ta t i s t ic a l  S y s te m .
F in a l ly ,  t h e  r e s u l t s  o f  t h e  m o n e ta r y  a n d  f isc a l p o l ic ie s  a re  n o t  o n ly  s u b je c t  to  a n  o v e r a l l  q u a r te r ly  
e x a m i n a t i o n  b y  th e  N a t i o n a l  B a n k  o f  C u b a  a n d  t h e  S ta te  F in a n c e  C o m m i t t e e ,  b u t  a ls o  to  r e v ie w  b y  th e  
o r g a n s  o f  t h e  P e o p l e 's  P o w e r  A s s e m b ly  a t  t h e  lo c a l ,  r e g io n a l ,  p r o v in c ia l  a n d  n a t io n a l  le v e ls .
b )  M onetary policy
T h e  m o n e ta r y  p o lic y  i m p l e m e n t e d  in  1985 w a s  d i r e c te d  a t  c o n t r o l l i n g  th e  m o n e y  su p p ly  in  th e  
h a n d s  o f  t h e  p u b l ic  a n d  a t  m e a s u r i n g  a n d  m o n i t o r i n g  th e  e c o n o m ic  r e s u l t s  t u r n e d  in  b y  e n t e r p r i s e s  
a n d ,  in  p a r t i c u l a r ,  t h e i r  p r o f i t a b i l i ty .  T h e  f in a n c ia l  e f f ic ie n c y  o f  t h e  l a r g e  i n v e s tm e n t s  m a d e  b y  c e n t r a l  
a g e n c ie s  a n d  b y  e n t e r p r i s e s  w a s  a ls o  m o n i to r e d .  I n  o r d e r  to  d o  th i s ,  t h e  N a t i o n a l  B a n k  a s s u m e d  
t e c h n ic a l  a n d  f in a n c ia l  c o n t r o l  t h r o u g h  b u d g e t  a n d  in v e s tm e n t  s u p e rv is io n .  L o a n s  to  t h e  p u b l ic  fo r  
p r o d u c t i o n  a n d  c o n s u m p t i o n  w e r e  m a d e  m o r e  s e le c tiv e ly  t h a n  in  p r e v io u s  y e a r s  a n d  w e r e  b r o u g h t  
in to  l in e  w i th  e s ta b l i s h e d  p r i o r i t i e s .
I n  t h i s  w a y  t h e  f a c to r s  o f  m o n e ta r y  e x p a n s io n 35 — t h a t  is ,  t h e  m o n e ta r y  in c o m e  o f  t h e  
p o p u l a t i o n —  in c r e a s e d  b y  a b o u t  4 % ,  w i th  a n  e la s t ic i ty  o f  0 .8  in  r e l a t i o n  to  t h e  g lo b a l  so c ia l p r o d u c t ,
>4The permanent brigades are groups of workers with which the enterprise enters into contracts under specific terms and conditions for 
the completion of work of different kinds. The brigade is responsible for its own organization, work schedules and distribution of the value of the 
contract as payment to its members. For a more detailed explanation of the permanent brigade and its purposes, see Roberto Veiga, "Discurso de 
Clausura del Encuentro Nacional de la CTC para examinar la labor de las Brigadas Permanentes e Integrales", Granma, 30 January 1986.
,5 In the execution of the Cash Flow Programme which is the statement in financial terms of the production and investment plans of the 
enterprises, the outflow of money into circulation derives exclusively from: a) payments of wages, bonuses, retirement pensions and annuities; 
b) payments to private individuals or groups for work contracted for by enterprises and other State agencies; and c) purchases from 
co-operatives and farm owners. As transactions between enterprises are cleared within the banking system, the items mentioned above, 
combined w ith consumer and housing repair loans to the population and social welfare payments, are the only factors o f monetary expansion in 
Cuba.
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in sharp contrast with the average elasticity of 1.4 recorded during the period 1981-1984. Although 
total spending by the public increased a little more than 4%, monetary liquidity grew by 160 million 
pesos. Of this, almost three quarters went to savings and the rest was retained as cash in the hands of 
the public (see table 24). These results may be regarded as satisfactory since liquidity represented 
0.6% of the global social product, a coefficient which was considerably lower than the 0.8% for the 
year 1984.
Furthermore, the supervision by both the National Bank and the State Finance Committee 
resulted in a decrease of 0.3% in the consumption of raw materials per monetary unit of production 
and a 1.2% decrease in the relative costs of production. Similarly, enterprises' increased share in the 
surplus that was generated enabled them to raise to almost one-third (31%) the average coefficient 
representing the portion of their investments financed with their own funds (between 1981 and 1984 
these coefficients had been 1%, 13%, 16% and 28%, respectively).
At the end of the year, the balance of credit granted to the State's productive sector was more 
than 8.1 billion pesos, an amount 10% higher than the figure for the same date in 1984. Financing 
directed towards industrial activities increased by some 700 million pesos and accounted for 29% of 
the total. Credit granted to the agricultural and construction sectors increased by 85 million pesos and 
132 million pesos, respectively. Credit for commerce declined 275 million pesos, but even so its share 
of the total was 5 3%. The credit granted to the population increased by more than 60%, reaching 298 
million pesos. Of this total, 55% was used to finance the purchase of refrigerators and a further 26% 
for the purchase of television sets. The interest rates on these credits remained fixed, as they had 
during the preceding three years, and ranged between a maximum of 10% for the purchase of 
automobiles and a minimum of 4% for housing repairs.
The People's Savings Bank (BPA) continued to improve its organization as it related both to 
attracting savings and to providing other services to the population. To this end, it increased the 
number of its branch banks from 448 to 467^ and made an effort to expand its qualified staff and its 
physical and technical facilities. It was thus able to intensify its savings campaign, as a result of which 
savings increased by 10% (see table 25), thus fulfilling the provisions of the housing law which had 
been enacted in 1984.
Table 24
CUBA: MONETARY LIQUIDITY
M illio n s  o f  p e s o s G ro w th  r a te s
1982 1983 1984 1985" 1982 1983 1984 1985°
Expansion factors 8 583 9 155 9 927 10 315 6 .6 6.7 8 .4 3 .9
Workers' income 6 842 7 330 7 9 2 8 8 122 7 .0 1.1 8 .2 2 .4
Private-sector income 518 538 574 6 0 0 0 .4 3.3 1.3 4 .5
Other income* 1 223 1 287 1 425 1 5 9 3 (5.8 5 .2 11.3 11.8
Contraction factors 8 467 9 076 9 721 10 150 11.3 1.3 7 .0 4A
Expenditure on goods and
services 8 086 8 654 9 242 9 641 11.3 1.1 (5.8 4 .3
Other expenditure 381 4 2 2 4 3 2 5 0 9 11.1 13.4 11.1 (5.0
Variation in liquidity 116 6 9 2 0 5 164
Cash -80 -6 8 9 4 4
Savings deposits 196 75 116 120
Source: ECLAC, on the basis of official figures.
"Preliminary figures. ''Includes income earned by peasants, carriers, and artisans from sales of goods and services to the State, to 
cooperatives and other organizations. 'Includes retirement benefits, pensions, grants to individuals, loans granted by the banking system, 
interest on savings, foreign currency exchange by bank draft and transfers received. Includes amortization and interest on loans,
subscriptions to political, sporting and social organizations, and drafts and transfers.




C U B A : T H E  B A N K I N G  S Y S T E M  A N D  P E R S O N A L  S A V IN G S  
A N D  C R E D IT  O P E R A T I O N S
Table 25
1980 1981 1982 1983 1984 1985
N u m b e r  o f  b a n k in g  a g e n c ie s  sp e c ia liz e d  in
se rv ic e  to  th e  p u b l ic  a t  e n d  o f  y e a r
M u n ic ip a l
A u x ilia ry
S av in g s ban k s
N o n -sp e c ia liz e d
M o n e ta ry  sa v in g s  o f  th e  p o p u la t io n  (1974  =  100)
N u m b e r  o f  c re d i ts  to  th e  p o p u la t io n  ( th o u san d s)  
E lec trica l ap p lian ces  
M o to r  veh ic les
C o n s tru c tio n  m a te r ia ls  an d  h o u s in g  re p a irs  
O th e rs
V a lu e  o f  p e r s o n a l  c re d i ts  (m illio n s  o f  pesos) 
E le c trica l a p p lian ces  
M o to r  v eh ic les
C o n s tru c tio n  m a te r ia ls  and  h o u sin g  re p a irs  
O th e rs
O th e r  i te m s  (m illio n s  o f  p eso s)
P a y m e n ts  collected  
B a lances due
192 326 421 448 467
69 115 143 154 165
63 71 76 77 79
60 140 185 206 219
17 11 4
101 120 147 157 172 189
178 252 215 268 296 385
139 212 166 216 237 324
15 12 17 18 15 15
9 11 10 11 18 17
14 17 22 23 26 29
104 160 146 161 185 298
70 117 92 114 137 245
17 16 27 22 21 24
9 13 12 10 14 14
8 14 15 35 19 15
107 115 124 139 156 174
176 217 233 249 272 388
Source: ECLAC, on the basis of statistics from the People's Savings Bank.
T h is  la w  p r o v id e d ,  inter alia, fo r: i)  t h e  t r a n s f e r ,  b y  1 Ju ly  1985 a n d  t h r o u g h  th e  c o r r e s p o n d in g  
p a y m e n t ,  o f  t h e  o w n e r s h i p  o f  d w e l l in g s  to  t h e  p e r s o n s  r e s id in g  t h e r e i n  e i t h e r  o n  a  p a y m e n t  b a s is  o r  
a s  t h e  le g a l  o c c u p a n t s ;  i i)  t h e  t r a n s f e r  o f  o w n e r s h i p  to  th o s e  p r o v id e d  w i th  d w e l l in g s  c o n s t r u c te d  b y  
th e  S ta te ;  i i i)  t h e  p r o m o t i o n  o f  t h e  c o n s t r u c t io n ,  m a i n t e n a n c e ,  r e m o d e l l in g  a n d  e x t e n s io n  o f  
d w e l l in g s  b y  p r i v a t e  e n t i t i e s  o r  in d iv id u a l s ;  iv )  t h e  r e g u la t i o n  o f  h o u s in g  r e n t a l ;  v )  a  b a n  o n  
o w n e r s h i p  o f  tw o  o r  m o r e  d w e l l in g s ,  e x c e p t  in  s p e c ia l  c a s e s  in v o lv in g  a g r ic u l tu r a l  w o r k e r s ;  v i )  t h e  
e s t a b l i s h m e n t  o f  r e g u la t i o n s  g o v e r n in g  th e  s e t t i n g  o f  t h e  v a lu e  o f  d w e l l in g s  a n d  t h e  p e r c e n t a g e  o f  
t h i s  v a lu e  to  b e  p a id  b y  th e  o c c u p a n t  ( i .e ., o w n e r ) ;  a n d  v i i )  t h e  d e s ig n a t io n  o f  t h e  B P A  a s  t h e  
r e p r e s e n t a t i v e  o f  t h e  S ta te  a s  r e g a r d s  a ll r i g h t s  a n d  o b l ig a t io n s  r e l a t i n g  to  t h e  le g a l  a n d  f in a n c ia l  
a s p e c t s  c o n n e c t e d  w i t h  t h e  t r a n s f e r  o f  d w e l l in g s  a s  p r o v id e d  f o r  b y  law .
T h e  in t e n s i v e  a c t iv i ty  u n d e r t a k e n  b y  th e  B P A  to  c o m p ly  fu lly  w i th  t h e s e  p r o v i s i o n s  w a s  q u i te  
su c c e ss fu l. O n  1 Ju ly  1985 t h e r e  w e r e  5 7 4  0 0 0  p e r s o n s  r e s id in g  in  d w e l l in g s  o n  a  p a y m e n t  b a s is .  B y  
31 D e c e m b e r  o f  t h a t  y e a r ,  9 5 %  o f  t h e m  h a d  in i t i a t e d  t h e  n e c e s s a ry  p r o c e e d in g s  b u t  o n ly  2 6 0  0 0 0  
a c tu a lly  s u b m i t t e d  t h e  f o r m a l  a p p l i c a t i o n  to  s e c u re  o w n e r s h i p  o f  th e  o c c u p ie d  d w e l l in g .  B y  t h a t  s a m e  
d a t e ,  a f te r  t h e  n e c e s s a ry  a p p r a i s a l s  a n d  a c tu a r ia l  s tu d ie s  h a d  b e e n  d o n e ,  t h e  B P A  h a d  is s u e d  2 1 1  5 0 0  
h o u s i n g  o w n e r s h i p  t i t l e s  to  t h e i r  o c c u p a n ts .
c )  Fiscal policy
T h e  S ta te  F in a n c e  C o m m i t t e e  (C E F ) c o n t r ib u te d  to  t h e  a c h ie v e m e n t  o f  t h e  m o r e  g e n e r a l  
o b je c t iv e s  o u t l in e d  b y  th e  g o v e r n m e n t  a t  t h e  e n d  o f  1 9 8 4 , w h ic h  w e r e  a im e d  a t  i m p r o v i n g  e c o n o m ic  
e ff ic ie n c y  a n d  r e d u c in g  t h e  d e f ic i t  in  e x t e r n a l  t r a d e .  T h is  w a s  to  b e  d o n e  b y  c o n t r o l l i n g  th e  g r o w th  o f  
p r o d u c t i o n ,  c o n s u m p t i o n  a n d  i n v e s tm e n t  a s  w e l l  a s  b y  u p g r a d in g  t h e  p r o f i t a b i l i ty  a n d  o v e r a l l  
e f f ic ie n c y  o f  t h e  e c o n o m ic  s y s te m  a n d  b y  a p p ly in g  s t r ic t  p r io r i t y  c r i t e r i a .  In  t h e  f isc a l f ie ld , t h i s  to o k  
t h e  f o r m  o f  t h e  a d o p t io n  o f  a  b u d g e t  f o r  1985 w h ic h  f ro z e  e x p e n d i t u r e  a n d  p r o v id e d  fo r  a  d e c r e a s e  in
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th e  c o n t r ib u t io n s  b y  e n t e r p r i s e s  a n d  S ta te  a g e n c ie s  to  th e  S ta te 's  in c o m e . A c c o r d in g ly ,  th e  S ta te  
F in a n c e  C o m m i t t e e  im p le m e n te d  a n  e n e r g e t i c  s a v in g s  p o lic y  to  c h e c k  th e  g r o w th  o f  b u d g e ta r y  
o u t la y s  w h ic h  su c c e e d e d  in  b r in g in g  e x p e n d i tu r e  d o w n  b y  2 .4 %  a n d  a  fisca l s u r p lu s  w a s  o b ta in e d  
e q u iv a le n t  to  9 %  o f  to ta l  e x p e n d i t u r e ,  d e s p i te  th e  fac t t h a t  in c o m e  d e c l in e d  (s e e  ta b le  2 6 ) .
In  th e  e x e c u t io n  o f  th e  b u d g e t ,  th e  fo l lo w in g  p o in t s  w e re  o u t s ta n d in g :  i)  th e  d e c l in e  o f  4 %  in  
th e  c o n t r ib u t io n  o f  th e  S ta te  to  th e  p r o d u c t iv e  s p h e r e ,  th u s  c o n t in u in g  th e  t e n d e n c y  fo r  th is  s e c to r  to  
a s s u m e  m o r e  a n d  m o r e  r e s p o n s ib i l i t y  in  th e  f in a n c in g  o f  its  i n v e s tm e n t s  in  f ix ed  a n d  w o r k in g  c a p i ta l ;  
ii)  th e  d r o p  o f  5 %  in  e x p e n d i tu r e  fo r h o u s in g  a n d  c o m m u n i ty  s e rv ic e s ,  e v e n  th o u g h  th e  c o n s t r u c t io n  
o f  h o u s in g  u n i t s  b y  th e  S ta te  in c r e a s e d  b y  3 % ;  i ii)  th e  d e c l in e  o f  7 %  in  th e  e x p e n d i tu r e  o f  th e  c e n t r a l  
a d m i n i s t r a t i o n  a n d  th e  P e o p le 's  P o w e r  A s s e m b ly ,  b y  v i r tu e  o f  th e  fac t t h a t  th e  f o rm e r  e x e rc is e d  s t r ic t  
c o n t r o l  o v e r  its  d i s b u r s e m e n t s  a n d  th e  l a t t e r  b e c a m e  m o r e  fully  s e l f - f in a n c in g  a n d  w a s  th u s  a b le  to  
e x p a n d  its  a c t iv i t ie s  a n d  a s s u m e  g r e a te r  r e s p o n s ib i l i ty  in  p r o v id in g  a  n u m b e r  o f  c o m m u n i ty  s e rv ic e s ;  
a n d  iv ) th e  r e d u c t io n  o f  7 %  in  e x p e n d i tu r e  o n  d o m e s t ic  la w  a n d  o r d e r  a n d  o n  d e fe n c e  ( s e e  ta b le  2 6 ) .
T h e  e x p e n d i tu r e  b y  th e  S ta te  o n  a c t iv i t ie s  c o n n e c te d  w i th  h e a l th ,  e d u c a t io n ,  c u l tu r e  a n d  sc ie n c e  
in c r e a s e d  b y  2 %  a n d  r e p r e s e n te d  a p p r o x im a te ly  3 7 %  o f  th e  to ta l .  I n  th e  fie ld  o f  h e a l t h ,  th is  m a d e  it  
p o s s ib le  to  a c h ie v e  th e  p r e v io u s ly  m e n t io n e d  a v e r a g e s  o f  4 4 3  p e r s o n s  p e r  d o c to r  a n d  1 8 6 4  i n h a b i t ­
a n t s  p e r  d e n t i s t ,  f ig u re s  w h ic h  w e r e  9 %  a n d  1 3 %  lo w e r  th a n  in  1 9 8 3 , a n d  to  a d d  2  2 5 0  h o s p i ta l  b e d s  
fo r  a  to ta l  o f  54  100 b e d s  o r  1 b e d  fo r e v e ry  5 .4 p e r s o n s .
T ab le  26
C U B A : B U D G E T  O F  S T A T E  IN C O M E  A N D  E X P E N D I T U R E
P ro g ra m m e d  
(m illio n s  o f  p eso s)
A ctual ex ecu tio n
M illio n s o f  p eso s G ro w th  ra tes
1983 1984 1985° 1983 1984 1985° 1982 1983 1984 1985°
C u r r e n t  in c o m e  
C o n tr ib u tio n s  from  th e  
S ta te  sec to r
T axes and o th e r  c o n tr ib u ­
tio n s  from  th e  n o n -S ta te  
sec to r
T axes and d u tie s  paid  
by th e  p o p u la tio n
1 0 496  11 471 11 311 12 128 11 854 11 751 -7 .5  21 .4  -2 .3  0 .9
10 3 2 4 ..........................................................................................................................................................
1 6 ..........................................................................................................................................................
1 5 7 ..........................................................................................................................................................
T o ta l e x p e n d i tu r e  
P ro d u c tiv e  sp h e re  
H o u s in g  and c o m m u n ity  
se rv ices
E d u ca tio n  and public  
h e a lth
O th e r  social cu ltu ra l and 
sc ientific ac tiv ities  
"P o d e r P o p u la r" , C en tra l 
S ta te  G o v e rn m e n t, 
T rib u n a ls  and P ub lic  
P ro se c u to r 's  Office 
D efen ce  and d o m e s tic  law  
and o rd e r  
O th e r  ac tiv ities 
R e se rv e s
S u rp lu s  (o r deficit)
1 0 3 0 0 1 1 2 5 0 1 1 2 9 6
3 5 5 8 3 5 3 5 3 3 3 0
5 0 8 7 3 1 7 2 4
2 1 5 8 2 4 0 5 2 5 5 7
1 5 2 4 1 7 6 7 1 8 8 6
6 3 5 6 5 9 6 4 8
1 1 1 6 1 1 6 9 1 4 7 1
4 5 0 5 2 7 4 4 6
3 5 0 4 5 7 2 3 5
196 2 2 2 16
L13 94 1 1 9 3 0 1 1 6 4 8
4 5 9 2 4 3 7 8 4 1 8 8
6 2 3 7 7 3 7 3 6
2 2 1 0 2 4 2 5 2 4 9 0
1 6 8 3 1 8 5 5 1 8 7 2
610 6 8 8 6 3 7
1 1 3 3 1 3 8 6 1 2 8 9
54 2 4 2 6 4 3 6
735 -76 103
12.2 12.2 9.2 -2 .4
- 3 3 .3 20.1 - 0 .6 -4 .3
1.3 3 1 .7 2 4 .1 - 4 .8
4 .5 5 .4 9 .7 2 .7
6.6 12.6 10.2 0 .9
3 .9 - 1 .6 12.8 -7 .4
1 9 .1 2.2 2 2 .3 - 7 .0
2 2 .3 -0 .2 -2 1 .4 2 .3
-77 .1




T h e  e x p e n d i t u r e  o n  e d u c a t io n a l  a c tiv i ty  m a d e  i t  p o s s ib le  to  in c r e a s e  b y  1 %  t h e  n u m b e r  o f  
s tu d e n ts  e n r o l l e d  in  s e c o n d a ry  e d u c a t io n ,  w h ic h  th u s  r o s e  to  1.2 m i l l io n ;  to  in c r e a s e  e n r o l m e n t  in  
h i g h e r  e d u c a t io n  to  2 3 5  0 0 0  p e r s o n s  ( 1 1 %  m o r e  t h a n  in  1 9 8 4 ) ;  a n d  to  p r o v id e  b o a r d i n g  s c h o la r s h ip s  
to  5 9 2  0 0 0  s tu d e n ts  a n d  s e m i- b o a r d in g  s c h o la r s h ip s  to  a n o t h e r  4 4 9  0 0 0  s tu d e n ts .  I n  t h e  s p h e r e  o f  
c u l tu r e  a n d  a r t ,  t h e  n u m b e r  o f  l ib r a r i e s  w a s  in c r e a s e d  f ro m  2 8 9  to  311  a n d  t h a t  o f  a r t  g a l l e r i e s  f ro m  
129  to  143 .
A l th o u g h  i t  w a s  u n a b le  to  c o m p le te ly  e l i m i n a t e  i t s  o w n  s h o r t c o m in g s  w i th  r e s p e c t  to  m o n i t o r ­
in g  t a x p a y e r s ' p r o f i t s  a n d  s e c u r in g  fu ll a d h e r e n c e  to  ta x  r e g u la t i o n s ,  t h e  C E F  t r i e d  to  c o m b a t  t h e  la x ity  
to  b e  o b s e r v e d  in  th i s  r e s p e c t .  T h a n k s  to  th i s  e f fo r t ,  t h e  t a x e s  p a id  b y  e n t e r p r i s e s  a n d  S ta te  a g e n c ie s  
in to  t h e  b u d g e t  in c r e a s e d  b y  7 4 % ,  e v e n  a f te r  t h e  p o r t i o n s  o f  t h e  s u r p lu s  w h ic h  th e y  r e t a i n  w e r e  
d e d u c te d .  T h e s e  l a r g e r  c o n t r i b u t i o n s  r e s u l t e d  f ro m  in c r e a s e s  in  p r o f i t a b i l i ty  o b t a in e d  t h r o u g h  e i t h e r  
t h e  e l i m i n a t i o n  o f  u n n e c e s s a r y  e x p e n d i t u r e  o r  im p r o v e m e n t s  in  p r o d u c t iv i ty .
I n  t h e  a r e a  o f  m e th o d o lo g y ,  in  o r d e r  to  e n h a n c e  i t s  in s p e c t io n  a n d  s u p e r v i s io n  a c t iv i ty , t h e  C E F  
b e g a n ,  t o g e t h e r  w i t h  t h e  N a t i o n a l  B a n k , to  s im p lify  t h e  r e q u i r e m e n t s  a n d  p r o c e d u r e s  to  w h ic h  
t a x p a y e r s  a re  su b je c t  in  a c c o rd a n c e  w i th  t h e  N a t i o n a l  A c c o u n t in g  S y s te m , t h e  N a t i o n a l  A u d i t in g  
S y s te m  a n d  t h e  f o r m u la t io n  o f  t h e  C a s h  F lo w  P r o g r a m m e ,  a s  w e l l  a s  to  m a k e  th e s e  r e g u l a t i o n s  m o r e  
f le x ib le  a n d  to  a d a p t  t h e m  to  s p e c ia l  c i r c u m s ta n c e s .
D u r i n g  th e  y e a r ,  t h e  C E F  s tu d ie d  i m p o r t a n t  r e f o r m s  c o n c e r n in g  f isca l a d m i n i s t r a t i o n  a n d  
in c o r p o r a t e d  t h e m  in to  d r a f t  le g i s la t io n .  T h e s e  r e f o r m s  a re  r e la te d  to  t h e  in c o m e  a n d  e x p e n d i t u r e  o f  
t h e  p r o v in c e s  a n d  t h e i r  a im  w a s  to  e n s u r e  t h a t  t h e  e x e c u t io n  o f  t h e  e x p e n d i tu r e s  b u d g e te d  f o r  t h e  
m u n ic ip a l i t i e s  a n d  p r o v in c e s  w o u ld  b e  d e p e n d e n t  u p o n  h o w  m u c h  o f  t h e  p r o g r a m m e d  r e v e n u e s  t h e  
m u n ic ip a l i t i e s  a n d  p r o v in c e s  a c tu a lly  to o k  in , in c lu d in g  i n p u t s  f ro m  t h e  c e n t r a l  o r  p r o v in c i a l  b u d g e t s  
fo r  d e v e lo p m e n t  p u r p o s e s .
I n  o r d e r  to  a c h ie v e  th i s  a im  t h e  fo l lo w in g  m e a s u r e s  w e r e  e n v is a g e d :  i)  d e c e n t r a l i z in g  th e  
c o l le c t io n  o f  e x c is e  t a x e s  o n  s o m e  c o n s u m e r  g o o d s ,  le v y in g  t h e m  a t  t h e  p o i n t  o f  c o n s u m p t i o n ;  
¡i) c o n s id e r in g  t h e  ta x  o n  r e s t a u r a n t  s e rv ic e s  a s  t h e  p r e r o g a t i v e  o f  e a c h  r e g io n ;  a n d  i ii)  a l lo w in g  lo c a l 
b u d g e t  a u th o r i t i e s  to  w i th h o ld  a  s m a l l  p o r t i o n  o f  t h e  c o n t r i b u t i o n  t h a t  t h e  n a t io n w id e  e n t e r p r i s e s  
lo c a te d  in  t h e i r  r e g io n  m u s t  m a k e  to  t h e  n a t io n a l  b u d g e t .  I n  a d d i t io n ,  f o r  p u r p o s e s  o f  e c o n o m ic  a n d  
so c ia l d e v e lo p m e n t ,  t h e  v a r io u s  r e g io n s  w o u ld  r e c e iv e  a l lo c a t io n s  f ro m  th e  S ta te  b u d g e t  w h ic h  w o u ld  




1. Recent economic trends: Introduction and summary
After a partial recovery in 1984 from its steep fall during the previous two years, the domestic product 
increased moderately during 1985. This expansion of economic activity was accompanied by an 
improvement in the employment situation, a slight acceleration in the inflationary process, a further 
drop in real wages, and a marked reduction in the external imbalance (see table 1 and figure 1).
Fundamentally, these changes were the result of the adjustment policy applied by the economic 
authorities, although they were also influenced to a substantial extent by the effects of the earthquake 
which affected the central region of the country early in March, as well as by certain changes which 
took place in the international economic scene.
Owing to the enormous size of the balance-of-payments current account deficit registered in 
1984 —equivalent to more than 10% of the gross domestic product— and to the impossibility of 
continuing to finance so large an imbalance by means of the expedients used in that year, adjustment 
of the external sector became the first priority of economic policy.
To this end, and with a view to promoting a development process mainly propelled by exports, 
the authorities raised the rate of exchange (by 9%) towards the end of February and again at the 
beginning of July, and continued to apply the policy of daily minidevaluations of the peso. As a result, 
the real effective exchange rate reached its highest level for at least the past fifteen years in the second 
half of the year. In order to reinforce the favourable effects of the exchange policy on exports, and also 
in order to neutralize the inflationary consequences of the February andjuly devaluations, at the same 
time the general rate of import duty was reduced, and from the middle of the year it was stabilized at 
20%.
On the other hand, special protection continued to be given to some agricultural goods and to 
certain industrial products by the establishment of price bands and the imposition of tariff surcharges 
and specific duties. Furthermore, in mid-year certain measures were adopted in order to stimulate 
exports, among which the main one was the reimbursement of 10% of the net return on minor 
exports, these being understood as products whose external sales in 1984 had had a value of US$2.5 
million or less.
Finally, and likewise with a view to promoting the external adjustment and controlling 
inflation, the authorities maintained a restrictive public sector wages policy and a policy of free 
determination of salaries within the private sector, and the government deficit was significantly 
reduced.
Thanks to these measures, the volume of exports of goods increased very vigorously (13%), 
although owing to a decrease of almost 8% in their unit value total external sales grew only by a little 
over 4%. With this increase and the 12% contraction in the value of imports, the merchandise trade 
surplus came to US$850 million, or almost three times that of the previous year.
At the same time, the negative balance on non-financial services decreased —largely because of 
the payment of reinsurance claims corresponding to installations and goods damaged by the March 
earthquake— and interest payments went down by US$200 million as a consequence of the fall in 
international interest rates and the better terms achieved in renegotiating the external debt with 
international private banks.
As a result of these changes, the current account deficit decreased from somewhat over 
US$2 100 million in 1984 to US$1 340 million in 1985, the latter figure being slightly less than that 
laid down in the economic programme which the government had agreed with the International 
Monetary Fund in March.
Most of the current account deficit was covered with new net credits totalling US$714 million 
supplied by the international private banking system, with the drawing of the first installment of the
251
loan granted by the International Monetary Fund for the period 1985-1987, with a US$17 million 
loan granted by the same agency to compensate for the effect of the drop in export prices, and with 
various loans provided by the World Bank and the Inter-American Development Bank.
These new loans did not lead, however, to an equivalent increase in external indebtedness, since 
from mid-year onwards the authorities began to carry out operations with external debt promissory 
notes which reduced the total medium- and long-term external indebtedness by almost US$380 
million. Consequently, the nominal increase in the external debt was finally only 2.3%, which was 
less than the rate of world inflation and therefore meant a reduction in the debt in real terms.
T ab le  1
CHILE: MAIN ECONOMIC INDICATORS
Basic economic indicators







1982 1983 1984 1985"
prices 93.2 100.0 105.2 91.5 91.0 96.6 98.9
G ro ss n a tio n a l incom e 93.3 100.0 101.5 82.1 82.3 85.9 86.4
P o p u la tio n  (m illio n s ) 11.0 11.1 11.3 11.5 11.7 11.8 12.0





t h  ra te s
103.6 88.6 86.8 90.6 91.4
G ro ss  d o m e s tic  p ro d u c t 8.0 7.4 5.2 -13.1 -0 .5 6.2 2.4
P e r  cap ita  g ro ss  d o m e s tic  p ro d u c t 6.5 5.8 3.6 -14.4 -2.1 4 .4 0.9
G ro ss  n a tio n a l in co m e 
R a te  o f u n e m p lo y m e n t
7.5 1.3 1.5 -19.2 0.4 4.4 0.6
G re a te r  S a n tia g o 13.6 11.8 11.1 22.1 22.2 19.3 16.3
N a tio n -w id e  
C o n su m e r  p rices
13.6 10.4 11.2 19.6 16.7 15.4 12.9
D e c e m b e r-D e c e m b e r 38.9 31.2 9.5 20.7 23.1 23.0 26.4
V a ria tio n  b e tw e e n  an n u a l av erag e 33.4 35.1 19.7 9.9 27.3 19.9 30.7
R eal w ages and sa laries 8.3 9.0 9.1 -0 .4 -10.6 0.3 -4 .5
M oney 59.1 77.9 2.1 -19 .7 21.1 7.1 34.4
C u rre n t incom e o f  g o v e rn m e n t 55.1 39.2 19.1 4.3 (5.1 22.6 39.0
G en era l g o v e rn m e n t e x p e n d itu re  
P ublic  sec to r d e f ic it/g ro s s
36.1 38.3 29.1 20.7 8.3 23.2 36.6
d o m estic  p ro d u c t 
C u rre n t v a lu e  o f  e x p o rts  of
-4.8 -5.4 -0.8 34 2.5 4.2 2.7
g o ods and  se rv ices 
C u rre n t va lu e  o f im p o rts  of
57. 29.2 -16. -7.3 -0.9 -2.3
goo d s and se rv ices 44.1 34.6 17.5 -39.2 -21.0 16.0 -14.5
T e rm s  of tra d e  (goods and serv ices)
External sector
-1 .6  3.4 -10.0 
t u i t i o n s  o f  d o l la r s
-14 .0 3.5 -5 .9 -7 .8
T ra d e  b a lance  (goods and serv ices) -598 -1 056 -3 245 -379 635 -108 542
N e t  p a y m e n ts  o f p ro fits  and in te re s t 675 929 1 463 1 921 1 703 1 955 1 901
B alance  on  c u rre n t account 1 205 -2 020 -4  805 -2 373 -1 116 -2 118 -1 342
B alance on  cap ita l account 
V a r ia tio n  in  n e t in te rn a tio n a l
2 261 3 341 4 941 1 032 600 2 210 1 240
r e s e rv e s ' 1 061 1 331 164 -1 112 -652 352 -190
G en era l e x te rn a l d eb t (g ross) 8 484 11 084 15 542 17 153 17 431 18 877 19 318
G e n e ra l e x te rn a l d eb t (n e t) 6 170 7  010 11 767 14 575 15 408 16 821 17 451
Source: IXLAC, tin the basis of official data.
"Preliminary figures. Percentages. ' Excluding variation in reserves due to revaluation of gold
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Table 2
Indexes (1 9 8 0 :
1983 1984
G ro ss n a tio n a l in co m e (a  +  b - c +  d) 82.4 86.2
a) G ro ss  d o m estic  p ro d u c t 91.0 96.6
b) T e rm s -o f- tra d e  effect
c) N e t  e x te rn a l fac to r p a y m e n ts 189.5 210.2
d) N e t p r iv a te  tra n sfe rs  from  
th e  e x te r io r 83.4 67.7
Source: ECLAC, on the basis of official data.
° Preliminary figures.
100) P e rcen tag e
b reak d o w n
G ro w th  ra tes
1985" 1980 1985° 1982 1983 1984 1985"
87.0 96.5 84.9 -19.0 0.5 4.6 0.9
98.9 100.0 100.0 -13.1 -0.5 6.2 2.4
- -7.8
198.4 -3.7 -7.5 31.4 -5.1 10.9 -5.6
77.9 0.2 0.2 15.1 29.1 -18.8 15.0
T h e  a d v a n c e  m a d e  in  t h e  p r o c e s s  o f  e x t e r n a l  a d ju s tm e n t  w a s  a c c o m p a n ie d ,  h o w e v e r ,  b y  a  
d e c l in e  in  t h e  e c o n o m ic  g r o w th  r a t e  a n d  a n  in c r e a s e  in  in f la t io n .  T h u s ,  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  
w h ic h  h a d  g r o w n  b y  o v e r  6 %  in  1 9 8 4 , in c r e a s e d  in  1985 b y  o n ly  2 .4 % ,  w h i le  t h e  v a r i a t i o n  in  
c o n s u m e r  p r ic e s  r o s e  f ro m  2 3 %  to  2 6 .4 % .
N e v e r t h e l e s s ,  t h e s e  g lo b a l  r e s u l t s  fa il to  r e f le c t  t h e  v e ry  d i f f e r e n t  p a t h s  fo l lo w e d  b y  b o th  
e c o n o m ic  a c tiv ity  a n d  in f la t io n  in  t h e  c o u r s e  o f  th e s e  tw o  y e a r s .  W h e r e a s  in  1984  th e  g r o w th  in  t h e  
p r o d u c t  w a s  c o n c e n t r a t e d  in  t h e  f i r s t  h a l f  o f  t h e  y e a r  a n d  s la c k e n e d  c o n s id e ra b ly  l a t e r  o n ,  in  1985 th e  
e x p a n s io n  o f  p r o d u c t io n  w a s  o n ly  m in im a l  in  t h e  f i r s t  h a l f  o f  t h e  y e a r  b u t  s p e e d e d  u p  m a rk e d ly  in  th e  
l a s t  q u a r t e r  ( s e e  f ig u re  2 ) . T h e  r a t e  o f  in f la t io n ,  f o r  i t s  p a r t ,  a f te r  h a v in g  g o n e  d o w n  s te a d ily  a n d  
s u b s ta n t ia l ly  in  t h e  f i r s t  e ig h t  m o n t h s  o f  1984  a n d  t h e n  r i s in g  a g a in  s t ro n g ly  a f te r  t h e  in c r e a s e s  in  th e  
e x c h a n g e  r a t e  a n d  ta r i f f s  d e c r e e d  in  S e p te m b e r  o f  t h a t  y e a r ,  c o n t in u e d  to  r i s e  u n t i l  t h e  t h i r d  q u a r t e r  o f  
1 9 8 5 , b u t  s u b s e q u e n t ly  t h e  in te n s i ty  o f  t h e  in f la t io n a r y  p r o c e s s  s la c k e n e d  m a rk e d ly  a s  a  r e s u l t  o f  t h e  
c h a n g e  in  t h e  e x p e c t a t i o n s  o f  t h e  e c o n o m ic  a g e n t s ,  t h e  r e s t r i c t i v e  p o l ic ie s  a p p l ie d  in  t h e  p u b l ic  s e c to r  
a n d  in  r e g a r d  to  w a g e s ,  a n d  t h e  d e c l in e  in  r e a l  i n t e r e s t  r a te s .
T h is  e v o lu t io n  o f  e c o n o m ic  a c tiv ity  a n d  in f la t io n  e x e r te d  a n  in f lu e n c e ,  in  t u r n ,  o n  t h e  p a t h  
fo l lo w e d  b y  r e a l  w a g e s . T h u s ,  a s  a  r e s u l t  o f  t h e  v i r tu a l  s t a g n a t io n  o f  p r o d u c t io n  in  t h e  f i r s t  h a l f  o f  t h e  
y e a r  a n d  t h e  s im u l t a n e o u s  a c c e le ra t io n  o f  in f la t io n ,  t h e  p u r c h a s in g  p o w e r  o f  w a g e s  w e n t  d o w n  u n t i l  
t h e  m id d le  o f  t h e  y e a r .  I n  c o n t r a s t ,  w h e n  t h e  p r ic e  r i s e s  s la c k e n e d  a n d  e c o n o m ic  a c tiv ity  r e c o v e r e d ,  
th i s  p u r c h a s i n g  p o w e r  in c r e a s e d  s l ig h t ly  in  t h e  s e c o n d  h a l f  o f  t h e  y e a r . N e v e r t h e l e s s ,  th i s  r e c o v e ry  
w a s  n o t  su f f ic ie n t  to  m a k e  u p  fo r  t h e  d r o p  w h ic h  h a d  t a k e n  p la c e  in  t h e  f irs t  h a l f  o f  t h e  y e a r ,  so  th a t  
t h e  a v e r a g e  a n n u a l  le v e l  o f  r e a l  w a g e s  a n d  s a la r ie s  w a s  4 .5  %  lo w e r  in  1985 t h a n  in  t h e  y e a r  b e fo re  a n d  
a lm o s t  1 5 %  lo w e r  t h a n  b e f o re  t h e  c r is is .
F in a l ly ,  t h e  u n e v e n  p e r f o r m a n c e  o f  p r o d u c t iv e  a c tiv ity  w a s  a lso  r e f le c te d  in  t h e  e v o lu t io n  o f  
u n e m p lo y m e n t .  D u r i n g  m o s t  o f  t h e  y e a r  t h e  u n e m p l o y m e n t  r a t e  f lu c tu a te d  v e ry  s l ig h t ly  a r o u n d  13 %  
f o r  t h e  c o u n try  a s  a  w h o le  a n d  17 %  in  S a n t ia g o ,  a n d  i t  o n ly  w e n t  d o w n  m a rk e d ly  in  t h e  la s t  q u a r t e r  o f  
t h e  y e a r  w h e n  o v e r a l l  p r o d u c t io n  r e c o v e re d .  2
2 . T r e n d s  in  e c o n o m i c  a c t iv i ty
a )  The product and income
A l th o u g h  t h e  re c o v e ry  in  p r o d u c t iv e  a c tiv ity  w h ic h  b e g a n  in  t h e  t h i r d  q u a r t e r  o f  1983 c o n t in u e d  
in  1 9 8 5 , i ts  r a t e  — w h ic h  h a d  a lre a d y  g o n e  d o w n  in  t h e  la s t  m o n t h s  o f  1984—  c o n t in u e d  to  s la c k e n  
d u r in g  m o s t  o f  t h e  y e a r  a n d  o n ly  b e g a n  to  s p e e d  u p  a g a in  s u b s ta n t ia l ly  in  t h e  la s t  q u a r t e r  ( s e e  f ig u re  
2 ) . T h e  in c r e a s e  in  t h e  g r o s s  d o m e s t ic  p r o d u c t  a t  y e a r - e n d  w a s  t h e r e f o r e  o n ly  2 .4 % ,  w h ic h  w a s  b e lo w  
b o th  t h e  6 .2 %  r e g i s t e r e d  in  198 4  a n d  t h e  t a r g e t  o f  4 %  w h ic h  t h e  e c o n o m ic  a u th o r i t i e s  h a d  s e t  a t  t h e  
b e g i n n i n g  o f  t h e  y e a r .
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Figure 1
CHILE: MAIN ECONOMIC INDICATORS
U rb a n  u n e m p lo y m e n t "
1 9 7 0  1973  197 6  1 9 7 9  19 8 2  1985
C o n s u m e r  p r i c e s 0




Source: ECLAC, on the  basis o f  official data.
aA nnual grow th rate. t> A nnual av erag e rate for G reater Santiago. cPercentage variation
from D ecem ber to December. ABillions o f  dollars. P e rcen tag e .
Since at the same time there continued to be a marked deterioration in the terms of trade, the 
national income grew by less than 1% and actually went down in per capita terms. The magnitude of 
the negative effects of the almost continual deterioration in the terms of trade and the considerable 
increase in real payments of interest and profits was reflected in the considerable and growing gap 
between the domestic product and national income: whereas in 1985 the product almost recovered 
the level reached in 1980, the national income was 13% lower than in that year (see table 2).
b) T o ta l s u p p ly  a n d  d e m a n d
In 1985, the total supply of goods and services went down slightly (see table 3). This was due 
entirely to the contraction of over 14% in the volume of imports, caused both by the rise in the real 
effective exchange rate and by the decline in domestic demand. Thus, domestic expenditure —which 
had increased by almost 9% the year before— went down by 2.5% as a result of a 2% drop in 
consumption and a decline of around 6.5% in gross domestic investment.
The reduction in total investment was, however, the net result of the radically different changes 
displayed by the demand for stocks and fixed capital investment. Whereas the first-named of these
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Figure 2
CHILE: QUARTERLY EVOLUTION OF MAIN ECONOMIC INDICATORS
10








TT , D  N a t io n - w id e
U n e m p l o y m e n t  .  S a n tia g o  M e t r o p o l i t a n
1983 1 9 8 4 1985
4 0  r
3 0  -
2 0  -
10
o  Ë3..B,
C o n s u m e r  p r i c e s 3














LJ I /Iu-1JT I
V \ /
1982
R e a l  w a g e s  a n d  s a la r i e s 3
mr UJ+i mwmm + J Œ L |
1983 198 4




+ A„r rl_ h H L| ^ 5 +
1983 1 9 8 4 1985
Source: ECLAC, on the basis o f  official data.
P e rcen tag e  variation  w ith respect to corresponding quarter o f  previous year. *> Average rate
'V aria tio n , in m illions o f  dollars, w ith  respect to the preceding quarter.
CHILE
— w h ic h  h a d  g o n e  u p  v e ry  m a rk e d ly  in  1 9 8 4 , e s p e c ia l ly  b e c a u s e  o f  th e  g e n e r a l iz e d  e x p e c ta t io n s  o f  
r is e s  in  ta r if f s  a n d  th e  e x c h a n g e  r a t e —  w e n t  d o w n  a b r u p t ly ,  fix ed  c a p i ta l  in v e s tm e n t  in c re a s e d  by  
a lm o s t  15  %  a n d  th u s  c o n t in u e d  th e  re c o v e ry  b e g u n  th e  y e a r  b e fo re . E v e n  so , h o w e v e r ,  b e c a u s e  o f  th e  
e n o r m o u s  c o n t r a c t io n  su ffe re d  in  th e  p e r io d  1 9 8 2 -1 9 8 3  g ro s s  fix ed  c a p i ta l  in v e s tm e n t  w a s  s till far 
b e lo w  th a t  r e g is te r e d  in  th e  y e a r s  b e fo re  th e  c r is is  ( se e  ta b le  4 ) .
T ab le  3
C H IL E : T O T A L  S U P P L Y  A N D  D E M A N D "
Indexes (1980 == 100)
P ercen tag e
b reakdow n
G ro w th  ra tes
1983 1984 1985' 1980 198 5k 1982 1983 1984 1985*
T o ta l su p p ly 84.9 91.0 90.8 125.5 115.3 -18.4 -3.0 7.2 -0.2
G ross dom estic  p ro d u c t
at m a rk e t prices 91.0 96.6 98.9 100.0 100.0 -13.1 -0.5 6.2 2.4
Im p o rts  o f  goods and
services 61.1 69.1 59.2 25.5 15.3 -37.3 -15.2 13.0 -14.3
T o ta l d e m an d 84.9 91.0 90.8 125.5 115.3 -18.4 -3.0 7.2 -0.2
D om estic  dem and 80.8 87.9 85.7 103.8 90.1 -23.5 -4.4 8.8 -2.5
G ross dom estic  in v e s tm e n t 34.9 61.2 57.2 21.0 12.1 -65.3 -17.6 75.5 -6.6
G ross fixed in v e s tm e n t 65.7 71.6 82.2 16.6 13.8 -33.9 -14.9 9.0 14.8
C o n s tru c tio n 80.9 84.8 97.5 9.8 9.7 -26.0 -6.4 4.8 15.1
M ach inery  and eq u ip m e n t 44.0 52.8 60.1 6.9 4.2 -45.2 -31.2 19.9 13.9
C hanges in stocks 4.3 -1.7
T o ta l c o n su m p tio n 92.4 94.7 93.0 82.8 77.9 -11.5 -3.0 2.5 -1.8
G o v e rn m e n t 95.1 96.5 96.2 12.5 12.1 -1.3 -0.6 1.5 -0.3
P riv a te 91.9 94.3 92.3 70.4 65.8 -13.1 -3.4 2.6 -2.1
E x p o rts  o f  goods and
services 104.5 105.7 115.0 21.6 25.2 11.5 2.8 1.1 8.8
Source: ECLAC, on che basis of data supplied by rhe Central Bank of Chile and the International Monetary Fund.
"At constant 1980 prices. Preliminary figures. fThe figures for exports and imports of goods and services were taken irom IMF
balance-of-paynients data expressed in dollars at current prices, which were converted to constant 1980 values using unit price indexes 
calculated by ECLAC for the purpose.
T ab le  4
C H IL E : O R I G I N , C O M P O S IT I O N  A N D  F I N A N C I N G  
O F  G R O S S  D O M E S T IC  IN V E S T M E N T
(As a percentage of the gross domestic product)"
1977 1978 1979 1980 1981 1982 1983 1984 1985''
G ross d om estic  in v es tm en t 12.5 14.4 17.2 21.0 24.3 9.7 8.0 13.3 12.1
C o n s tru c tio n 7.4 7.8 8.6 9.8 10.8 9.2 8.7 8.6 9.7
M ach inery  and eq u ip m en t 5.0 5.7 6.1 6.9 7.6 4.8 3-3 3.8 4.2
C hanges in stocks 0.1 0.8 2.5 4.3 5.9 -4.3 -4.0 1.0 -1.7
G ross dom estic  saving 13.4 10.5 15.2 17.2 15.3 13.7 15.7 18.8 22.1
N e t incom e from  factor
service -2.0 -2.6 -2.8 -3.5 -5.3 -8.1 -7.8 -8.1 -7.5
T erm s-o f-trad e  effect 2.7 -0.3 -0.7 - -4.7 -5.2 -5.0 -5.9 -7.8
G ross national saving 8.7 8.2 11.7 13.7 5.3 0.4 2.9 4.8 6.8
E x te rn a l saving 3.8 6.2 5.5 7.3 19.0 9.3 5.1 8.5 5.3
Source: FCI.AC, on the basis of data from the Central Bank of Chile.
"Ar market prices, in constant 1980 dollars, at the pariry exchange rate. "Prel im in a ry  f ig u re s . 'Includes unrequited private
transfers.
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T h e  r e c o v e ry  in  g r o s s  f ix e d  c a p i ta l  f o r m a t io n  w a s  a c c o m p a n ie d  b y  a  c o n s id e ra b le  in c r e a s e  in  t h e  
s a v in g  e f fo r t. T h u s ,  in  s p i t e  o f  t h e  o n ly  m o d e s t  in c r e a s e  in  e c o n o m ic  a c tiv ity , g r o s s  d o m e s t ic  s a v in g  
r o s e  b y  2 0 % ,  so  t h a t  i t s  s h a r e  in  t h e  p r o d u c t  r o s e  f o r  t h e  t h i r d  y e a r  r u n n i n g  to  r e a c h  2 2 % :  th e  h ig h e s t  
f ig u re  r e g i s t e r e d  fo r  t h e  la s t  2 0  y e a r s .
N e v e r t h e l e s s ,  b e c a u s e  o f  t h e  e x t r e m e ly  u n f a v o u r a b le  e v o lu t io n  o f  t h e  e x t e r n a l  s i tu a t io n ,  m o r e  
t h a n  tw o - t h i r d s  o f  t h i s  s a v in g  w e n t  a b ro a d  b e c a u s e  o f  t h e  d e t e r io r a t i o n  in  t h e  t e r m s  o f  t r a d e  a n d  th e  
h i g h e r  n e t  p a y m e n t s  o f  i n t e r e s t  a n d  p r o f i t s .  C o n s e q u e n t ly ,  n a t io n a l  s a v in g  r e p r e s e n t e d  le s s  t h a n  7 %  
o f  t h e  g r o s s  d o m e s t ic  p r o d u c t :  a  p r o p o r t i o n  w h ic h  ( a l th o u g h  m u c h  h ig h e r  t h a n  t h a t  r e g i s t e r e d  in  t h e  
p r e v io u s  fo u r  y e a r s )  w a s  c o n s id e ra b ly  lo w e r  t h a n  t h a t  r e a c h e d  b e fo re  t h e  c r is is . S in c e  a t  t h e  s a m e  t im e  
t h e r e  w a s  a n  a b r u p t  fa ll in  e x t e r n a l  s a v in g ,  h o w e v e r ,  n a t i o n a l  s a v in g  f in a n c e d  m o r e  t h a n  h a l f  o f  to ta l  
i n v e s tm e n t  f o r  t h e  f ir s t  t i m e  in  t h e  la s t  f iv e  y e a r s  ( s e e  ta b le  A).
I n  a d d i t io n  to  t h e  f a s te r  g r o w th  r a t e  o f  fix e d  in v e s tm e n t  a n d  t h e  in c r e a s e  in  t h e  d o m e s t ic  s a v in g  
e f fo r t ,  t h e r e  w a s  a  v ig o r o u s  e x p a n s io n  in  1985 in  t h e  v o lu m e  o f  e x p o r t s ,  w h ic h ,  a f te r  h a v in g  r i s e n  
o n ly  v e ry  feeb ly  in  t h e  p r e v io u s  tw o  y e a r s ,  r o s e  b y  a lm o s t  9 %  so  t h a t  t h e  e x p o r t  c o e f f ic ie n t  e x c e e d e d  
2 5 %  a n d  t h u s  r e g i s t e r e d  i t s  h ig h e s t  le v e l  s in c e  t h e  e n d  o f  W o r ld  W a r  II.
c )  Evolution o f  the main sectors
T h e  s m a l le r  g r o w t h  o f  o v e r a l l  e c o n o m ic  a c tiv ity  in  1985 w a s  d u e  to  t h e  s la c k e n in g  in  t h e  g r o w th  
r a t e s  o f  a ll th e  m a in  s e c to r s  o f  t h e  e c o n o m y  e x c e p t  c o n s t r u c t io n .  T h is  s la c k e n in g  w a s  p a r t ic u la r ly  
m a r k e d  in  m a n u f a c tu r in g  — w h e r e  t h e  g r o w th  r a t e  d r o p p e d  f ro m  a lm o s t  1 0 %  in  1984 to  a  l i t t le  o v e r  
1%  in  1 9 8 5 —  a n d  i t  w a s  a ls o  s u b s ta n t i a l ,  a l th o u g h  le s s  p r o n o u n c e d ,  in  m in in g  a n d  in  t h e  e le c tr ic i ty , 
g a s  a n d  w a te r  s e c to r  ( se e  ta b le  5 ).
T ab le  5
C H IL E : G R O S S  D O M E S T IC  P R O D U C T , B Y  K I N D  O F  
E C O N O M IC  A C T I V IT Y , A T  M A R K E T  P R I C E S ”
Indexes (1980==100)
P ercen tag e
breakdow n
G ro w th  rates
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
G ro ss  d o m e s tic  p ro d u c t 91.0 96.7 99.0 100.0 100.0 -13.0 -0.5 6.2 2.4
G o o d s 92.7 99.6 103.6 42.4 44.3 -12.5 -0.1 7.5 4.0
A g ricu ltu re 100.1 107.7 113.8 7.2 8.3 -1.1 -2.5 7.6 5.7
M ining 111.6 116.6 119.2 8.6 10.3 5.7 -1.9 4.5 2.2
M an u fac tu rin g 83.7 91.9 931 21.4 20.1 -20.9 3.1 9.8 1.3
C o n s tru c tio n 91.1 94.9 110.3 5.2 5.6 -23.8 5.0 4.2 16.2
B asic  se rv ices 94.0 100.0 101.9 7.0 7.5 -8.2 0.5 6.4 4.9
E lectric ity , gas and w a te r  
T ra n sp o rt, s to rag e  and
106.8 114.3 118.3 2.1 2.5 0.2 4.4 7.0 3.5
co m m u n ica tio n s 88.5 93.9 99.2 4.9 4.9 -11.8 -1.4 6.1 5.6
O th e r  se rv ices 88.4 91.9 50.2 48.2 -8.7 -7.0 4.0
C om m erce
F inancial in s titu tio n s , 
in su rance , real es ta te  and
83.4 87.6 89.2 16.3 14.7 -17.3 -3.4 5.1 1.8
b usiness services 86.6 88.9 17.2 -2.7 -17.1 2.7 1
O w n e rsh ip  o f  dw ellings 103.2 105.9 7.4 1.1 0.6 2.0
C om m u n ity , social and 
p erso n a l services 95.1 99.2 16.7 -6.6 1.4 4.3
> 0.3
( io v e rn m e n t services 97.6 99.2 5.1 -2.8 2.2 1.6
A d ju stm en t for bank  services 51.1 46.5 5.2 -5.3 -57.7 -9 .9 _
Source: HCLAC, on the b.isis of figures supplied by the Central Bank of Chile. 
"At constant 19H0 prices. Preliminary figures.
258
CHILE
C H IL E : IN D IC A T O R S  O F  T R A D I T I O N A L  C R O P S
Table 6
G ro w th  ra te s
1980 1982 1983 1984 1985"
1982 1983 1984 1985"
P r o d u c t io n
/a lu e 130.4 122.7 113.8 165.0 181.8 -5.9 -7.3 45.0 10.2
/o lu m e
Waheat
686.0 650.5 586.0 988.3 1 164.7 -5.2 -9.9 68.7 17.8
130.7 117.6 146.3 163.0 170.4 -10.0 24.4 11.4 4.5
B arley 91.4 117.9 73.2 73.5 85.0 29.0 -37.9 0.4 15.6
R ye 9.2 6.1 4.5 4.4 11.5 -33.7 -26.2 -2.2 161.9
R ice 99.7 131.2 115.6 165.0 156.6 31.6 -11.9 42.7 -5.1
M aize 518.2 484.1 511.6 721.4 771.8 -6.6 5.7 41.0 7.0
P o ta to es 1 007.3 841.6 683.6 1 036.2 908.6 -16.5 -18.8 51.6 -12.3
B e an s 138.2 162.5 84.4 94.1 100.7 17.6 -48.1 11.5 7.0
L en tils 17.7 15.8 13.8 16.0 24.7 -10.6 -12.7 15.9 54.1
P eas 11.0 7.4 5.7 6.3 6.3 -32.4 -23.0 10.5 -
C h ickpeas 6.4 4.1 3.2 6.9 9.2 -35.9 -22.0 115.6 32.6
S ugar beet 1 460.5 963.0 1 642.8 2  194.0 2  124.4 -34.1 70.6 3.3.6 -.3.3
R a p e 26.9 1.3.2 2.9 4.1 31.9 -50.8 -78.0 41.4 678.0
S unflow er 7.4 5.4 4.6 7.4 32.5 -27.0 -14.8 60.9 336.4
a
1 079 945 871 1 051 1 083 -12.5 -7 .8 20 .7 3.0
m e o w n 432 374 359 471 506 -13.5 -4.0 31.2 7.4
O ats 80 68 85 96 85 -15.0 25.0 12.9 -11.5
B arley 46 58 38 33 35 26.1 -34.5 -13.2 6.1
R ye 9 6 5 4 5 -33.3 -16.7 -20.0 25.0
R ice 31 37 30 40 39 19.4 -18.9 33.3 -2.5
M a ize 126 107 118 138 1.31 -15.1 KW 16.9 -5.1
P o ta to e s 90 77 67 81 63 -14.4 -13.0 20.9 -22.2
B ean s 118 122 86 85 83 3.4 -29.5 -1.2 -2.4
L en tils 48 39 23 24 36 -18.8 -41.0 4.3 50.0
P eas 18 12 10 10 6 -33.3 -16.7 - -40.0
C h ickpeas 16 10 8 12 11 -.37.5 -20.0 50.0 -8.3
S ugar beet 37 22 36 48 44 -40.5 63.6 33.3 -8.3
R a p e 24 -10 3 4 19 -58.3 -70.0 33.3 275.0
S unflow er 5 3 3 5 20 -40.0 - 66.7 300.0
R e a l p r ic e s '
W h e a t 80.8 77.9 94.3 96.0 101.2 -3.6 21.1 1.8 5.4
O ats 86.0 75.7 67.8 65.6 45.3 -12.0 -10.4 -3.2 -30.9
B arley 84.4 76.5 77.7 93.1 75.8 -9.4 1.6 19.8 -18.6
R ice 78.5 65.5 58.9 68.4 62.0 -16.6 -10.1 16.1 -9.4
M aize 71.2 74.3 88.0 89.2 9.3.3 4.4 18.4 1.4 -17.8
P o ta to e s 113.0 154.1 166.9 100.2 92.6 36.4 8.3 -40.0 -27.5
B eans 281.3 128.7 145.5 177.2 132.3 -54.2 13.3 21.8 -25.3
L en tils 60.2 44.4 56.6 58.8 59.2 -26.2 27.5 3.9 0.7
C hickpeas 29.1 35.7 53.0 47.9 44 .6 22.7 48.5 -9.6 -6.9
S ugar beet 106.3 112.5 130.0 131.7 150.5 5.8 15.6 1.3 14.3
R a p e 61.2 43.4 44.6 72.5 80.1 -29.1 2.8 62.6 10.5
Sunflow er 98.8 74.6 124.0 111.9 117.6 -24.5 66.2 -9.8 5.1
Source: liCI.AC, on the- h;isis of il.ita of the National Statistical Institute (INI:).
"Preliminary figures. Millions of pesos at 197 t prices. 'Thousands of tons. Thousands of hectares .
'Indexes 1978 = 100.
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i)  Agriculture. I n  1985 t h e  a g r ic u l tu r a l  p r o d u c t  e x p a n d e d  s a t is fa c to r i ly  fo r  t h e  s e c o n d  y e a r  
r u n n in g ,  s in c e  a f te r  i n c r e a s in g  7 .6 %  t h e  y e a r  b e f o re  i t  g r e w  b y  n e a r ly  6 % ,  m a k in g  a g r ic u l tu r e  t h e  
a c tiv ity  w i th  t h e  h ig h e s t  g r o w t h  r a te  in  t h e  p r e s e n t  d e c a d e  so  far.
A s  in  1 9 8 4 , t h e  in c r e a s e  in  a g r ic u l tu r a l  p r o d u c t io n  w a s  d u e  m a in ly  to  th e  re c o v e ry  in  t r a d i t i o n a l  
c r o p s  a n d  t h e  s u s ta in e d  e x p a n s io n  o f  f ru i t  p r o d u c t io n .
A f te r  a n  u n p r e c e d e n te d  in c r e a s e  o f  4 5  %  in  1 9 8 4 , t h e  r e a l  v a lu e  o f  t h e  p r o d u c t io n  o f  t r a d i t i o n a l  
c r o p s  r o s e  b y  1 0 % , so  t h a t  i t  e x c e e d e d  fo r  t h e  f i r s t  t im e  t h e  r e c o rd  le v e l  r e a c h e d  in  1977. F u r t h e r m o r e ,  
t h a n k s  to  t h e  h i g h e r  p h y s ic a l  y ie ld s  a n d  c h a n g e s  in  t h e  s t r u c tu r e  o f  p r o d u c t io n  — w h ic h  h a v e  le d  to  a  
c o n s id e r a b le  r i s e  in  t h e  v a lu e  a d d e d  p e r  h e c ta r e —  t h i s  n e w  p r o d u c t io n  r e c o rd  w a s  o b ta in e d  f ro m  a  
c u l t iv a te d  a re a  c o n s id e ra b ly  s m a l le r  t h a n  t h a t  u s e d  in  1977.
T h e  in c r e a s e  in  t h e  p r o d u c t io n  o f  t r a d i t i o n a l  i t e m s  w a s  h e a d e d  b y  w h e a t .  T h is  is  t h e  m o s t  
i m p o r t a n t  c r o p ,  a n d  in  1985 t h e  h a r v e s t  o f  t h i s  g r a in  in c r e a s e d  b y  a  f u r th e r  1 8 %  a f te r  h a v in g  g r o w n  
b y  n e a r ly  7 0 %  t h e  y e a r  b e f o re  ( s e e  ta b le  6 ) . A l th o u g h  w h e a t  p r o d u c t io n  d id  n o t  r e c o v e r  t h e  le v e l 
r e a c h e d  in  19 7 7  ( a f te r  w h ic h  i t  w e n t  d o w n  f o r  s ix  s e a s o n s  r u n n in g )  a n d  w a s  1 5 %  le s s  t h a n  th e  r e c o rd  
h a r v e s t  o f  1 9 7 1 , t h e  y ie ld  r o s e  to  2 .3  t o n s  p e r  h e c ta r e ,  w h ic h  is  a n  u n p r e c e d e n te d  f ig u re  fo r  t h e  
c o u n try  a n d  3 0 %  h i g h e r  t h a n  t h a t  r e g i s te r e d  in  1 9 7 1 . F u r t h e r  im p o r t a n t  f a c to rs  in  t h e  g r o w th  o f  t h e  
t r a d i t i o n a l  a g r ic u l tu r a l  s e c to r  w e r e  t h e  s u b s ta n t i a l  a d v a n c e s  a c h ie v e d  in  t h e  p r o d u c t io n  o f  a ll th e  
o t h e r  c e r e a l s  ( e x c e p t  r ic e )  a n d  t h e  m a r k e d  r e c o v e ry  o f  t h e  h a r v e s t s  o f  s u n f lo w e r  s e e d s  ( 3 3 6 % )  a n d  
r a p e  ( 6 7 8 % )  c o m p a r e d  w i th  t h e  e x t r e m e ly  lo w  le v e ls  to  w h ic h  th e y  h a d  fa l le n  t h e  y e a r  b e fo re .
T h e  f a v o u ra b le  e v o lu t io n  o f  t r a d i t i o n a l  c r o p s  w a s  d e c is iv e ly  in f lu e n c e d  b y  d o m e s t ic  p o lic y , 
w h ic h ,  t h r o u g h  t h e  f ix in g  o f  p r ic e  b a n d s ,  g u id e d  p r o d u c t io n  to w a r d s  c r o p s  su c h  a s  w h e a t  a n d  o i ls e e d s  
w h e r e  t h e r e  w e r e  e x t e n s iv e  p o s s ib i l i t i e s  o f  im p o r t  s u b s t i tu t io n .  T h is  p r o c e s s  w a s  a lso  s t im u la te d  b y  
t h e  c o n s id e r a b le  r i s e  in  t h e  r e a l  e f fe c tiv e  e x c h a n g e  r a te ,  w h ic h  m o r e  t h a n  o f fs e t  th e  e ffe c t o f  t h e  ta r i f f  
r e d u c t io n s  a n d  th u s  t e n d e d  to  i m p r o v e  th e  c o m p e t i t i v e n e s s  o f  t h e  a g r ic u l tu r a l  s e c to r  vis-a-vis fo re ig n  
p r o d u c e r s  a n d  to  in c r e a s e  i ts  p r o f i t a b i l i ty  c o m p a r e d  w i t h  t h e  d o m e s t ic  s e c to r s  p r o d u c in g  n o n ­
t r a d e a b le  g o o d s .  F in a l ly ,  a  t h i r d  f a c to r  b e h in d  t h e  in c r e a s e  in  t r a d i t i o n a l  a g r ic u l tu ra l  p r o d u c t io n  w a s  
t h e  f a v o u ra b le  w e a t h e r  c o n d i t io n s ,  w h ic h  p a r t i c u la r ly  b e n e f i te d  t h e  w h e a t - g r o w in g  a re a s .
In  1985 t h e r e  w a s  a lso  a  c o n t in u a t io n  o f  t h e  d y n a m ic g r o w th  in  f ru it  p r o d u c t io n .  A s  in  p r e v io u s  
y e a r s ,  t h e  i t e m  w h e r e  p r o d u c t io n  g r e w  m o s t  r a p id ly  w a s  ta b le  g r a p e s ,  t h e  h a r v e s t  o f  w h ic h  — so ld  
m a in ly  o n  e x t e r n a l  m a r k e t s —  in c r e a s e d  b y  n e a r ly  2 7 %  to  o v e r  t h r e e  t im e s  t h e  v o lu m e  r e g i s te r e d  o n ly  
f iv e  y e a r s  b e f o re  ( se e  ta b le  7 )
I n  c o n t r a s t  w i th  t h e  a lm o s t  g e n e r a l i z e d  p r o g r e s s  o b s e rv e d  in  t h e  h a r v e s t s  o f  t r a d i t i o n a l  c r o p s  
a n d  in  f ru it  p r o d u c t i o n ,  t h e  m a in  i t e m s  in  t h e  l iv e s to c k  s e c to r  s h o w e d  u n e v e n  t r e n d s .  T h u s ,  b e e f  c a t t le  
s l a u g h te r in g  d r o p p e d  b y  1 1 %  — f u r th e r  a c c e n tu a t in g  t h e  d e c l in e  o f  t h e  y e a r  b e fo re —  a n d  p o u l t ry  
m e a t  p r o d u c t io n  w e n t  d o w n  fo r  t h e  f o u r th  y e a r  r u n n i n g ,  so  t h a t  i t  w a s  e q u iv a le n t  to  le s s  t h a n  6 0 %  o f  
t h e  r e c o r d  le v e l  a c h ie v e d  in  1 9 8 1 . I n  c o n t r a s t ,  p o r k  p r o d u c t io n  in c r e a s e d  b y  1 2 % , th u s  c o n t in u in g  th e  
a lm o s t  u n i n t e r r u p t e d  e x p a n s io n  r e g i s te r e d  in  t h e  p r e v io u s  e ig h t  y e a r s .  M u t to n ,  m i lk  a n d  e g g  
p r o d u c t io n  a ls o  in c r e a s e d  a p p r e c ia b ly ,  p a r t ly  m a k in g  u p  fo r  t h e  m a r k e d  d e c l in e s  su ffe re d  in  t h e  
p e r io d  1 9 8 3 -1 9 8 4  ( s e e  ta b le  8 ) .
F in a l ly ,  in  1985 t h e  fo r e s te d  a r e a  c o n t in u e d  to  e x p a n d .  N e w  p l a n t a t i o n s  o f  t r e e s  c o v e re d  a  
r e c o r d  a r e a  o f  o v e r  9 5  0 0 0  h e c t a r e s ,  t h a n k s  a b o v e  all to  t h e  v ig o r o u s  e x p a n s io n  in  t h e  a re a  a f fo re s te d  
b y  th e  p r i v a t e  s e c to r ,  w h ic h  m a d e  u p  fo r  t h e  lo w e r  le v e l  o f  a c tiv i ty  o f  t h e  N a t i o n a l  F o re s t r y  
C o r p o r a t io n  ( s e e  ta b le  9 ) .
ii)  Fisheries. T h e  p r o d u c t  o f  t h e  f i s h e r ie s  s e c to r  — th e  o n ly  o n e  w h ic h  h a d  g r o w n  v ig o ro u s ly  
d u r in g  th e  1 9 8 2 -1 9 8 3  r e c e s s io n —  g re w  o n c e  a g a in  in  1 9 8 5 , a l th o u g h  i ts  5 .6 %  e x p a n s io n  w a s  m u c h  
le s s  t h a n  t h e  e x c e p t io n a l ly  h ig h  le v e ls  r e g i s te r e d  in  t h e  p r e v io u s  fo u r  y e a r s  ( s e e  t a b le  10).
T h e  to ta l  c a tc h  in c r e a s e d  b y  n e a r ly  7 % ,  t h a n k s  to  g r o w th  in  a ll i ts  c o m p o n e n t  i te m s  (f ish , 
s h e l lf i s h  a n d  s e a w e e d ) .  P a r t ic u la r ly  v ig o r o u s  g r o w th  w a s  r e g i s te r e d  in  t h e  c a tc h  o f  f ish  to  b e  
c o n s u m e d  f re s h , w h ic h  m o r e  t h a n  d o u b le d  a n d  th u s  m a d e  u p  fo r  m u c h  o f  t h e  d e c l in e  r e g i s te r e d  in  t h e  
p r e v io u s  t h r e e  y e a r s .
A s  a  r e s u l t  o f  t h e  s lo w e r  g r o w th  in  t h e  c a tc h , t h e  g r o w th  r a t e  o f  f ish e ry  p r o d u c t io n  fo r  in d u s t r ia l  
p u r p o s e s  a lso  w e n t  d o w n . T h e  y e a r  b e f o re  i t  h a d  g o n e  u p  b y  o n e - th i r d ,  b u t  in  1985 i t  e x p a n d e d  b y  o n ly  
4 % .  F u r t h e r m o r e ,  in  c o n t r a s t  w i th  1 9 8 4 , t h i s  in c r e a s e  w a s  d u e  e x c lu s iv e ly  to  t h e  b ig g e r  o u tp u t  o f  
f i s h m e a l ,  w h ic h  is  b y  f a r  t h e  m o s t  i m p o r t a n t  i te m  in  t h i s  s e c to r .  I n  c o n t r a s t ,  p r o d u c t io n  o f  t i n n e d  a n d  
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Table 7
G ro w th  ra tes
1980 1981 1982 1983 1984 1985°
1982 1983 1984 1985*
P ro d u c t io n
P lu m s 17.0 17.2 19.4 22.7 28.5 32.0 12.8 17.0 25.6 12.3
A p ric o ts 12.6 13.0 1.3.2 12.9 1.3.3 12.0 1.5 -2.3 3.1 -9.8
P each es 78.2 81.0 82.6 83.5 83.0 82.5 2.0 1.1 -0.6 -0.6
L em o n s 66.7 70.7 71.6 69.6 58.0 64.0 1.3 -2.8 -16.7 10.3
A p p le s 245 .0 298.0 345.0 365.0 410.0 415.0 15.8 5.8 12.3 1.2
O ran g es 59.2 58.8 65.4 68.0 72.0 76.0 11.2 4.0 5.9 5.6
A vo cad o s 21.7 25.0 27.7 29.6 31.5 32.0 10.8 6.9 6.4 1.6
P e a rs 43.1 45.5 50.6 48.0 54.3 59.5 11.2 -5.1 1.3.1 9.6
T ab le  g rap es 85.0 121.7 162.7 196.4 225.0 285 .0 33.7 20.7 14.6 26.7
A re a p la n te d ’
T o ta l 6 2 .5 67 .9 71.3 75 .9 81 .2 86 .8 5.0 6.5 7.0 6.9
P lu m s 3.7 4.4 5.3 6.1 6.5 6.7 20.5 15.1 7.1 2.3
A p ric o ts 1.4 1.3 1.3 1.3 1.3 1.3 0.8 0.4 1.6 2.3
P each es 7.2 7.4 7.6 7.8 7.9 8.0 2.8 2.0 2.1 0.6
L em o n s 6.0 5.7 5.3 5.2 5.2 5.3 -6.2 -2.8 1.8 0.6
A p p le s 15.5 16.9 17.6 18.1 18.6 18.7 4.1 2.8 3.0 0.4
O ran g es 5.2 5.4 5.7 5.8 5.8 5.9 6.4 1.1 0.9 1.0
A vocados 6.7 7.2 7.3 7.6 7.7 7.8 2.1 3.8 1.2 1.7
P e a rs 3.3 3.6 3.8 4.1 4.5 4.9 5.6 7.9 9.8 6.2
T ab le  g rap es 13.5 16.0 17.4 19.9 23.7 28.2 8.8 14.6 19.1 19.0
S o u r c e :  M in is t r y  o f  A g r ic u l tu r e , A g r ic u l t u r a l P la n n in g  O f f ic e  ( O D U P A ) .
" P r e l im in a r y  f ig u re s . ''T h o u s a n d s  o f  to n s . ' T h o u s a n d s  o f  he c ta re s .
T ab le  8
C H IL E : L IV E S T O C K  P R O D U C T I O N
T h o u san d s  o f  tons G ro w th  ra tes
1980 1981 1982 1983 1984 1985" 1981 1982 1983 1984 1985"
B eef 162.3 184.6 194.6 208.1 196.8 174.8 13.7 5.4 6.9 -5.4 -11.2
P o u ltry  m ea t 109.6 127.8 120.1 87.4 74.3 72.6 16.6 -6.0 -27.2 15.0 -2.3
P o rk 49.7 55.8 57.7 59.2 59.1 66.1 12.3 3.4 2.6 -0.2 11.8
M u tto n 15.5 15.6 14.9 13.3 11.9 135 0.6 -4.5 -10.7 10.5 13.4
M ilk '' 1 080.0 1 200.0 1 056.0 900.0 880.0 1 000.0 11.1 -12.0 -14.8 -2.2 13.6
E ggs' 1 425.0 1 560.0 1 485.0 1 430.0 I 440 .0 1 577.0 9.5 -4.8 -3.7 0.7 9.5
G reasy  wool 20 .6 21 .6 21 .6 21 .6 21.4 20.3 4.9 - - -0.9 -5.1
S o u r c e : B eef, p o rk  a n d  m u t to n :  N a t io n a l  S ta t is t ic a l In s t i t u te  i l N i i i ;  o th e r  l iv e s to c k  ite m s : A f- r ic u  l mr,i| Plunniii ; O f f ic e  ( O l ) l iP A ) .  
" P r e l im in a r y  f ig u re s . 'M i l l i o n s  o f  l itre s . ' M i l l io n s  o f  u n its .
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i ii)  Mining. A f te r  h a v in g  in c r e a s e d  b y  o v e r  4 %  in  1 9 8 4 , t h e  v a lu e  a d d e d  in  t h e  m in i n g  s e c to r  
r o s e  b y  o n ly  a  l i t t le  o v e r  2 %  in  1985 ( s e e  ta b le  11).
T h is  s la c k e n in g  o c c u r r e d  in  s p i t e  o f  t h e  fa c t t h a t  t h e  g r o w th  r a t e  o f  c o p p e r  e x t r a c t io n  d o u b le d  
t h a n k s  to  t h e  v e ry  r a p id  ( 1 6 % )  e x p a n s io n  in  t h e  o u t p u t  o f  t h e  m e d iu m  a n d  s m a ll - s c a le  m in i n g  s e c to r ,  
w h o s e  s h a re  in  to ta l  c o p p e r  p r o d u c t io n  e x c e e d e d  2 0 %  fo r  t h e  f i r s t  t im e .  C o p p e r  p r o d u c t io n  w a s  
fa v o u re d  b y  th e  s l ig h t  r i s e  in  t h e  i n t e r n a t io n a l  p r ic e  o f  th i s  m e ta l  a n d , a b o v e  a ll, b y  t h e  b ig  in c r e a s e  in  
t h e  re a l  e f fe c t iv e  e x c h a n g e  r a te .
T h e  f a s te r  g r o w th  r e g i s t e r e d  in  c o p p e r  m i n i n g  w a s  m o r e  t h a n  o f fs e t , h o w e v e r ,  b y  t h e  f u r th e r  
d e c l in e  in  p e t r o l e u m  e x t r a c t io n  ( w h ic h  w e n t  d o w n  fo r  t h e  t h i r d  y e a r  r u n n i n g  a s  a  r e s u l t  o f  t h e  g r a d u a l  
d e p le t i o n  o f  t h e  o i l  w e l l s  in  T ie r r a  d e l  F u e g o ) ,  t h e  r e d u c t io n  in  i r o n  o r e  o u tp u t ,  a n d  t h e  s lo w e r  g r o w th  
o f  n i t r a t e s ,  g o ld , m o ly b d e n u m  a n d  c o a l p r o d u c t io n .
T ab le  9
C H IL E : A R E A  A F F O R E S T E D
(Thousands of hectares)
1975 1977 1979 1980 1981 1982 1983 1984 1985"
T b ta l 82 .6 93.2 52.0 72.3 93 .2 68 .6 76.3 9 3 .6 95.2
N a tio n a l F o re stry
C o rp o ra tio n
P riv a te
44.1 44.6 0.4 0.2 0.1 21.8 40.3 24.2
e n te rp ris e s 38.5 48.6 51.6 72.1 93.1 68.6 54.5 53.3 71.0
Source: National Forestry Corporation (CONAF). 
"Preliminary figures.
T ab le  10
C H IL E : IN D IC A T O R S  O F  F IS H E R Y  P R O D U C T I O N
G ro w th  ra tes
1980 1981 1982 1983 1984 1985"
1982 1983 1984 1985"
F ish e ry  p r o d u c t 54.7 64 .9 71.1 77.3 86.2 91.0 9.6 8.7 11.5 5.6
F is h in g  c a tc h c 2  892 3 503 3 846 4  168 4  674 4  986 9.8 8.4 12.1 6.7
F ish 2  700 3 291 3 577 3 852 4  363 4  660 8.7 7.7 13.3 6.8
F re sh  c o n su m p tio n 75 149 64 55 54 123 -57.0 -14.1 1.8 127.8
In d u str ia l p ro cess in g 2  625 3 142 3 513 3 797 4  309 4  537 11.8 8.1 13.5 5.3
S hellfish 117 102 96 126 136 144 -5.9 31.3 7.9 5.9
F re sh  c o n su m p tio n 54 46 44 48 44 47 -4.3 9.1 -8.3 6.8
In d u str ia l p ro cess in g 63 56 52 78 92 97 -7.1 50.0 17.9 5.4
Seaw eed 75 110 173 190 175 182 57.3 9.8 -7.9 4 .0
O u tp u t  o f  fishery
p r o d u c ts 734 .6 860.5 1 025.2 978 .9 1 307.3 1 360.2 19.1 -4.5 33.5 4 .0
F ro z en 13.5 15.4 60.8 52.4 51.2 21.7 294 .8 -13.8 -2.3 -57.6
C an n ed 38.0 29.5 23.5 41.7 49.2 44.7 -20.3 77.4 18.0 -9.1
F ish m eal 571.9 688.3 795.8 827.7 1 022.7 1 109.2 15.6 4.0 23.6 8.5
F ish  oil 111.0 127.3 145.0 57.0 184.0 184.1 13.9 -60.7 222 .8 0.1
O th e r 0.2 _ 0.1 0.1 0.2 0.5 - - 100.0 150.0
Source: Ministry of the Economy, Development and Reconstruction - National Fisheries Service.
"Preliminary figures. AMillions of dollars at 1970 prices. 'Thousands of tons. Thousands of tons of finished products.
262
CHILE
C H IL E : M I N I N G  P R O D U C T I O N
Table 11
P ro d u c tio n  G ro w th  ra tes
1980 1981 1982 1983 1984 1985° 1982 1983 1984 1985°
M in in g  secto r 
p ro d u c t 1 124 1 214 1 283 1 257 1 311 1 340 5.7 -2.0 4.3 2.2
C o p p e r0
L arg e-sca le
1 068 1 081 1 241 1 257 1 290 1 357 14.8 1.3 2.6 5.2
m in in g
M e d iu m -an d  sm all-
905 894 1 033 1 012 1 050 1 078 15.5 -2.0 3.7 2.7
scale m in in g  
I ro n  o re '
163 188 208 245 240 279 10.6 17.8 2.0 16.3
O re 8 835 8 514 6 470 5 974 7 116 6 510 -24.0 -7.7 19.1 -8.5
P e lle ts 3 179 3 266 3 377 3 072 3 375 3 605 3.4 -9.0 9.9 6.8
C oal 1 024 1 169 997 1 095 1 328 1 382 -14.7 9.8 21.3 4.1
N itr a te '' 620 624 517 623 713 770 -7.5 8.0 14.4 8.0
Io d in e ' 2  601 2  688 2  597 2  793 2  661 -3.4 7.5 -4.7
S odium  su lp h a te ' 70 100 58 320 47  610 51 300 56 700 -18.4 7.8 10.5
P e tro le u m 1 933 2  401 2  484 2  284 2  237 2  074 3.5 -8.1 -2.0 -7.3
M o ly b d e n u m ' 13 668 15 360 20  048 15 267 16 861 18 389 30.5 -23.8 10.4 9.1
G old* 6 836 12 456 16 907 17 760 16 829 17 054 35.7 4.8 -5.4 1.4
S ilv er' 299 361 382 468 491 516 5.8 22.5 4.9 5.1
Source: Copper: Chilean Corporation and State Department Mines; iron ore: National Statistical Institute; coal: National Coal Corporation;
nitrate, iodine and sodium sulphate: Chilean Chemical Corporation; petroleum: National Petroleum Corporation; molybdenum: 
State Department of Mines and National Statistical Institute; gold and silver: National Statistical Institute.
"Preliminary figures. Millions of dollars at 1970 prices. 'Thousands of urns. Thousands of gross tons.
'Tons. Thousands of cubic metres. "Kilogrammes fine.
T ab le  12
C H IL E : IN D IC A T O R S  O F  M A N U F A C T U R I N G  A C T IV IT Y
In d ex es  (1969  =  100) G ro*vth ra tes
1980 1982 1983 1984 1985° 1981 1982 1983 1984 1985°
In d u s tr ia l p ro d u c t 2  323 1 883 1 9 4 2 2  131 2  159 2.6 -21.0 3.1 9.8 1.3
In d u str ia l o u tp u t 
IN E 110.2 93.8 98.4 108.3 108.4 0.3 -15.1 4.9 10.1 0.1
S O F O F A 129.2 106.6 111.5 120.9 120.2 0.1 -17.6 4.6 8.4 -0.6
M ass c o n su m p tio n  goods 120.1 106.3 115.7 126.1 125.6 -0 .9  -10.7 8.8 9.0 -0.4
C o n su m e r  du rab les 122.1 59.2 48.2 62.0 51.9 10.4 -56.1 -18.6 28.6 -16.3
T ra n s p o r t  e q u ip m e n t 109.7 59.5 42.7 42.0 44.7 -13.8. -37.1 -28.2 -1.6 6.4
In te rm e d ia te  p ro d u c ts  
for in d u stry 155.2 146.3 154.7 156.5 156.7 -0.8 -5.0 5.7 1.2 0.1
In te rm e d ia te  p ro d u c ts  
for co n s tru c tio n 145.7 99.4 99.3 115.0 119.4 -2.0 -30.4 -0.1 15.8 3.8
M isce llan eo u s m an u fac tu res 108.0 93.4 102.6 118.4 112.9 12.2 -22.9 9.9 15.4 -4.6
In d u s tr ia l sales 128.6 109.3 110.9 117.9 121.8 -0.5 -14.5 1.5 6.3 3.3
Source: Industrial product’. National Planning Office (ODEPLAN); industrial output: National Statistical Institute (INE) and Sociedad de 
Fomento Fabril (SOFOFA); industrial sales: Sociedad de Fomento Fabril.
"Preliminary figures. Millions of dollars at 1970 prices.
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iv ) Manufacturing. I n  1985  t h e r e  w a s  a  m a r k e d  d e c l in e  in  th e  g r o w th  r a te  o f  m a n u f a c tu r in g .  
A f t e r  h a v in g  r e c o v e r e d  b y  n e a r ly  1 0 %  th e  p r e v io u s  y e a r ,  th e  i n d u s t r i a l  p r o d u c t  g re w  b y  o n ly  a  l i t t le  
o v e r  1 %  a n d  th u s  c o n t in u e d  to  b e  1 0 %  b e lo w  t h a t  r e g i s te r e d  b e f o re  th e  c r is is  ( s e e  ta b le  12).
T h e  s la c k e n in g  in  th e  r a te  o f  r e c o v e ry  o f  m a n u f a c tu r in g  w a s  d u e  to  th e  p r o n o u n c e d  fa ll in  th e  
p r o d u c t io n  o f  c o n s u m e r  d u r a b le s  ( w h ic h  w e n t  d o w n  b y  o v e r  1 6 %  a f te r  h a v in g  r i s e n  b y  a lm o s t  2 9 %  
th e  y e a r  b e f o r e ) ;  th e  s l ig h t  d e c l in e  in  th e  o u tp u t  o f  e v e ry d a y  c o n s u m e r  g o o d s  (w h ic h  h a d  a lso  
r e c o v e r e d  in  th e  p r e v io u s  tw o  y e a r s  f ro m  th e  e n o r m o u s  d r o p  s u f f e re d  in  1 9 8 2 ) , a n d  th e  fall o f  n e a r ly  
5 %  in  th e  p r o d u c t io n  o f  m is c e l la n e o u s  m a n u f a c tu r e s .  I n  c o n t r a s t ,  th e  p r o d u c t io n  o f  t r a n s p o r t  
e q u i p m e n t  s h o w e d  a  s l ig h t  r e c o v e ry  a f te r  th e  e n o r m o u s  c o n t r a c t io n  s u f f e re d  in  th e  p e r io d  1 9 8 1 -1 9 8 4 , 
w h i le  th e  p r o d u c t io n  o f  i n t e r m e d ia t e  g o o d s  fo r  c o n s t r u c t io n  c o n t in u e d  i ts  r e c o v e ry , a l t h o u g h  a t  a  
m u c h  s lo w e r  r a t e  t h a n  th e  y e a r  b e fo re .
I n  c o n t r a s t  w i t h  w h a t  h a d  h a p p e n e d  in  th e  p e r io d  1 9 8 3 -1 9 8 4 , h o w e v e r ,  in d u s t r i a l  s a le s  
e x p a n d e d  a  g o o d  d e a l  m o r e  t h a n  p r o d u c t io n ,  e s p e c ia l ly  in  th e  la s t  fo u r  m o n th s  o f  th e  y e a r . T h u s ,  a f te r  
h a v in g  v i r tu a l ly  s t a g n a t e d  u p  to  A u g u s t ,  s a le s  r e c o v e r e d  v ig o r o u s ly  in  th e  la s t  fo u r  m o n th s ,  w h e n  th e y  
w e r e  o v e r  8 %  h ig h e r  t h a n  th o s e  r e g i s t e r e d  in  th e  c o r r e s p o n d in g  p e r io d  o f  1984. D u e  to  th e  r u n n i n g  
d o w n  o f  s to c k s ,  h o w e v e r ,  th i s  r e c o v e ry  in  s a le s  w a s  n o t  r e f le c te d  in  h ig h e r  m a n u f a c tu r in g  p r o d u c t io n ,  
w h ic h  o n ly  s h o w e d  a  s ig n i f i c a n t  r is e  in  D e c e m b e r  ( w h e n  i t  w a s  a lm o s t  8 %  h ig h e r  t h a n  th e  
c o r r e s p o n d i n g  m o n t h  o f  t h e  p r e v io u s  y e a r ) .
v )  Construction. U n l ik e  th e  r e s t  o f  th e  e c o n o m y , th e  r e c o v e ry  in  th e  c o n s t r u c t io n  s e c to r  w a s  
f u r t h e r  in te n s i f ie d  in  1985 . T h u s ,  th e  v a lu e  a d d e d  in  th e  s e c to r  ro se  b y  1 6 % , c o m p a r e d  w i th  a  l i t t le  
o v e r  4 %  in  1984 . E v e n  so , h o w e v e r ,  th e  a b s o lu te  le v e l  o f  a c t iv i ty  in  c o n s t r u c t io n  — w h ic h  w a s  th e  
s e c to r  m o s t  a f fe c te d  b y  th e  r e c e s s io n —  w a s  s t i l l  1 3 %  b e lo w  t h a t  r e g i s te r e d  in  1981 (se e  ta b le  13).
T h e  m a in  c a u s e  o f  th e  g r o w t h  in  c o n s t r u c t io n  w a s  th e  c o n s id e ra b le  e x p a n s io n  in  th e  a re a  
c o n s t r u c te d ,  w h ic h  in c r e a s e d  b y  n e a r ly  1 9 %  a n d  th u s  c o n t in u e d  fo r  th e  t h i r d  y e a r  r u n n i n g  its  r e c o v e ry
T ab le  13
C H IL E : C O N S T R U C T I O N  IN D IC A T O R S
G ro w th  ra tes





















B u ild in g  m ate ria ls  
D e liv e rie s  o f  c em en t 
for th e  d o m es tic  m a rk e t' 35.4 43.5 27.0 29.6 32.9 33.5 -37.9 9.6 11.1 1.8
D e liv e rie s  o f  round  
bars for co n s tru c tio n '' 107.6 83.8 40 .9 45 .6 65.6 66.9 -51.2 11.5 43 .9 2.0
Index  o f  real sales o f  
in te rm e d ia te  goods for 
co n s tru c tio n  (1969  —  100) 151.2 148.4 107.8 103.8 119.7 134.6 -27.4 -3.7 15.3 12.5
B u ild ing  
T ota l area* 4  297 5 118 2  080 2  412 2  737 3 261 -59.4 15.9 13.5 19.1
P ublic  sector 265 183 139 119 81 87 -24.0 -14.4 -31.9 7.4
P riv a te  sectorA 4  032 4  935 1 941 2  293 2  656 3 174 -60.7 18.1 15.8 19.5
R e sid en tia l 3 058 3 705 1 330 1 832 2  122 2  603 -64.1 37.7 15.8 22.7
N o n -re s id e n tia l 1 239 1 413 750 580 615 658 -46.9 -22.8 6.0 7.0
T ota l n u m b er o f  
d w ellin g s 43 310 49  802 24 139 34 322 41 676 51 306 -51.5 42.2 21.4 23.1
Public  sector 1 589 534 314 845 196 324 -41.2 169.1 -76.8 65.3
P riv a te  sector* 41 721 4 9  268 23 825 33 477 41 480 50 982 -51.6 40.5 23.9 22.9
Source: Construction product: ECLAC, on the basis of data provided by the National Planning Office; building materials; Cámara Chilena de la 
Construcción; building: National Statistical Institute (INE).
"Preliminary figures. Millions of dollars at 1970 prices. 'Millions of bags. Thousands of tons. AThousands of
m2. Building starts in 80 communes. * Permits approved.
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C H IL E : R A T E S  O F  P A R T I C I P A T I O N  A N D  U N E M P L O Y M E N T , B Y  R E G I O N S
Table 14
1984 1985
1982 1983 1984 1985" --------------------------------------------------------------------------------------
I II m  IV I II m  IV
G loba l participation  rate
W hole country 47.8 48.4 48.6 48.6 48.4 48.8 48.9 48.3
G rea ter Santiago 51.7 52.2 52.5 52.3 53.1 51.7 53.3 51.9 52.4 50.9 52.1 53.6
U nem ploym ent rate’
W hole  country 21.1 22.3 18.8 16.3 19.1 18.5 16.0 16.6
U rban 22.7 23.8 20.3 17.5 20.7 19.8 17.6 17.3
R ural 14.5 15.4 12.5 11.5 12.3 12.6 9.5 13.4
G rea ter Santiago 22.1 22.2 193 16.3 21.7 18.4 20.9 15.9 18.0 16.2 17.4 13.8
U nem ploym ent rate '
W hole  country  
N o rth e n  zone
19.6 16.7 15.4 12.9 15.5 16.2 15.7 14.0 13.0 12.9 13.6 11.9
R egions (I a  IV) 
C en tra l zone
18.4 16.7 14.0 12.1 16.1 14.6 13.9 11.5 11.3 12.6 12.6 11.7
R egions (V  a  VII)C 
Sou thern  zone
19.4 19.1 16.1 11.7 15.9 18.5 16.7 13.4 11.6 11.9 12.8 10.6
R egions (VIU a  X II) 14.3 13.5 10.5 7.7 10.8 11.6 10.8 8.9 8.2 7.1 7.3 8.1
G rea ter Santiago 21.9 19.2 19.0 17.2 18.9 18.9 19.6 18.7 18.0 17.1 18.6 15.1
G rea ter V alparaiso 23.4 22.8 16.0 22.4 26.4 21.4 21.0 18.4 15.4 16.5 13.5
G rea ter Concepción 14.7 12.3 11.6 12.0 13.9 12.1 11.0 12.1 10.5 9.9 13.7
Source: ECLAC, on the basis of official data.
"Preliminary figures. Labour force, as a proportion of the population aged 14orover. ' According to Department of Economics of
the University of Chile, on the basis of surveys carried out for Greater Santiago, March and September of each year. According ro
National Statistical Institute: 1981, October-December; 1982, October-November; 1983, average May-July, July-September and October- 
December; 1984 and 1985, quarterly averages. eNot including Santiago Metropolitan Region.
f ro m  its  e x t r e m e ly  s h a r p  d r o p  in  1982 . T h is  in c r e a s e  w a s  d u e , in  t u r n ,  p r im a r i ly  to  t h e  c o n s t r u c t io n  o f  
d w e l l in g s ,  t h e  n u m b e r  o f  w h ic h  r o s e  b y  2 3 %  to  o v e r  51 0 0 0  u n i t s .  N e v e r t h e l e s s ,  a l th o u g h  th i s  f ig u re  
w a s  m o r e  t h a n  4 %  h ig h e r  t h a n  t h a t  r e g i s t e r e d  in  1 9 8 1 , i t  w a s  fa r  b e lo w  t h e  t a r g e t  o f  7 0  0 0 0  u n i t s  
a n n o u n c e d  b y  th e  e c o n o m ic  a u th o r i t i e s  a t  t h e  b e g in n in g  o f  t h e  y e a r . F u r t h e r m o r e ,  t h e  a r e a  o f  
d w e l l in g s  b u i l t  in  1985 w a s  o n ly  7 0 %  t h a t  o f  t h e  h o u s in g  c o n s t r u c te d  in  1 9 8 1 , s in c e  t h e  a v e r a g e  s iz e  o f  
d w e l l in g s  w e n t  d o w n  b e tw e e n  th o s e  y e a r s  f ro m  7 4  s q u a re  m e t r e s  to  le s s  t h a n  51 s q u a re  m e t r e s .  T h is  
c h a n g e  re f le c te d  t h e  m o r e  im p o r t a n t  ro le  a s s u m e d  b y  th e  g o v e r n m e n t  in  t h e  s e c to r  t h r o u g h  th e  b ig  
in c r e a s e  in  t h e  fu n d s  a s s ig n e d  to  h o u s in g  p r o g r a m m e s  fo r  m id d le  a n d  lo w - in c o m e  f a m ilie s .  T h e s e  
p r o g r a m m e s  w e r e  a ls o  s t e p p e d - u p  in  1985 to  d e a l  w i th  t h e  e n o r m o u s  d a m a g e  d o n e  b y  th e  e a r th q u a k e  
in  M a rc h ,  w h ic h  is  e s t im a te d  to  h a v e  d e s t ro y e d  a r o u n d  8 0  0 0 0  h o u s e s  a n d  d a m a g e d  a  f u r th e r  1 5 0 0 0 0 .
d )  Developments in the employment situation
A f te r  h a v in g  in c r e a s e d  e n o r m o u s ly  d u r in g  t h e  1 9 8 2 -1 9 8 3  r e c e s s io n ,  t h e  u n e m p lo y m e n t  r a t e  
w e n t  d o w n  in  1985 fo r  t h e  s e c o n d  y e a r  r u n n in g .  F o r  t h e  c o u n try  a s  a  w h o le ,  i t  d e c l in e d  f ro m  a n  a n n u a l  
a v e r a g e  o f  a lm o s t  1 9 %  in  1984  to  o n e  o f  a  l i t t le  o v e r  1 6 %  in  1 9 8 5 , a c c o rd in g  to  t h e  s u rv e y s  c a r r ie d  o u t  
b y  t h e  D e p a r t m e n t  o f  E c o n o m ic s  o f  t h e  U n iv e r s i ty  o f  C h i le ,  a n d  f ro m  1 5 .4 %  to  a  l i t t le  u n d e r  1 3 % , 
a c c o r d in g  to  t h e  e s t im a te s  m a d e  b y  t h e  N a t i o n a l  S ta t i s t i c a l  I n s t i t u t e .  T h is  d e c l in e  w a s  c o n c e n t r a te d  in  
t h e  la s t  q u a r t e r  o f  t h e  y e a r ,  w h e n ,  a s  a lre a d y  n o te d ,  t h e r e  w a s  a  v e ry  m a r k e d  in c r e a s e  in  e c o n o m ic  
a c tiv ity  a n d  th e  u n e m p lo y m e n t  r a t e  w e n t  d o w n  to  le s s  t h a n  1 2 %  fo r  t h e  c o u n try  a s  a  w h o le ,  1 5 % .in  
G r e a t e r  S a n t ia g o  a n d  1 3 .5 %  in  V a lp a r a i s o  ( s e e  ta b le  14).
A t  t h e  s e c to ra l  le v e l ,  u n e m p lo y m e n t  w e n t  d o w n  m o s t  m a rk e d ly  in  in d u s t r y  a n d  c o n s t r u c t io n :  
a c t iv i t ie s  w h e r e  t h e  r e s p e c t iv e  r a te s  w e r e  o n ly  e q u a l  to  a  l i t t le  o v e r  h a l f  o f  t h o s e  r e g i s te r e d  in  t h e  
p e r io d  1 9 8 2 -1 9 8 3 . N e v e r t h e l e s s ,  in  b o th  t h e s e  s e c to r s  t h e  p r o p o r t i o n  o f  w o r k e r s  w i th o u t  s te a d y  jo b s
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c o n t in u e d  to  b e  v e ry  h ig h  a t  15 %  a n d  2 8 % ,  r e s p e c tiv e ly . U n e m p l o y m e n t  a lso  d e c l in e d  in  th e  s e rv ic e s  
s e c to r ,  a l t h o u g h  m o r e  g r a d u a l ly ,  so  t h a t  n o n - m a n u a l  w o r k e r s  c o n t in u e d  to  r e p r e s e n t  a lm o s t  a  t h i r d  o f  
th e  to t a l  u n e m p lo y e d :  a  m u c h  h ig h e r  p r o p o r t i o n  th a n  w a s  u s u a l  b e f o re  th e  c r is is  ( s e e  ta b le  15).
A s in  1 9 8 4 , t h e  d e c l in e  in  u n e m p lo y m e n t  c o in c id e d  w i t h  a  fa ll in  th e  p r o p o r t i o n  o f  th e  la b o u r  
fo rc e  e m p lo y e d  in  th e  s p e c ia l  e m p lo y m e n t  p r o g r a m m e s  o f  th e  g o v e r n m e n t .  T h e  n u m b e r  o f  p a r t i c i ­
p a n t s  in  th e s e  p r o g r a m m e s ,  a f te r  h a v in g  g o n e  d o w n  b y  o n e  t h i r d  th e  y e a r  b e fo re , fe ll b y  a lm o s t  4 %  in  
1 9 8 5 , so t h a t  a f t e r  h a v in g  a b s o rb e d  n e a r ly  1 4 %  o f  t h e  la b o u r  fo rc e  a t  th e  e n d  o f  1 9 8 3 , th e y  e m p lo y e d  
o n ly  a  l i t t le  o v e r  7 %  o f  i t  in  th e  la s t  q u a r t e r  o f  1985 ( s e e  ta b le  16).
A t  th e  s a m e  t im e , th e  r e la t iv e  im p o r t a n c e  o f  th e s e  p r o g r a m m e s  c o n t in u e d  to  b e  m o d if ie d  in  a  
f a v o u ra b le  w a y . T h u s ,  th e  e n t i r e  r e d u c t io n  in  th e  n u m b e r  o f  p e r s o n s  e n r o l l e d  in  th e m  w a s  a c c o u n te d  
fo r  b y  th e  r e d u c t io n  in  th e  n u m b e r  o f  m e m b e r s  o f  th e  M in im u m  E m p lo y m e n t  P l a n  (PE M ), w h o  
g e n e r a l ly  c a r ry  o u t  v e ry  lo w - p r o d u c t iv i ty  a c t iv i t ie s  a n d  r e c e iv e  a  v e ry  s c a n ty  w a g e . T h e  p a r t i c ip a n t s  in  
t h e  PEM  w e n t  d o w n  b y  a lm o s t  1 5 % , a n d  a t  th e  e n d  o f  1985  th e y  o n ly  a m o u n te d  to  a  l i t t le  o v e r  
o n e - t h i r d  o f  th o s e  e m p lo y e d  in  th i s  p r o g r a m m e  tw o  y e a r s  b e fo re . I n  c o n t r a s t ,  th e  p a r t i c ip a n t s  in  th e  
A c t io n  P r o g r a m m e  to  R e a c t iv a te  E m p lo y m e n t  fo r  H e a d s  o f  H o u s e h o ld s  (P O JH ), w h ic h  is b o th  m o r e  
v a r i e d  a n d  m o r e  p r o d u c t iv e ,  a n d  in  w h ic h  th e  w a g e s  p a id  a re  a  g o o d  d e a l  h ig h e r  t h a n  in  th e  PEM, 
in c r e a s e d  b y  n e a r ly  1 3 % .
G e o g r a p h ic a l ly ,  th e  r e d u c t io n  in  th e  n u m b e r  o f  p e r s o n s  e n r o l l e d  in  th e s e  s p e c ia l  e m p lo y m e n t  
p r o g r a m m e s  w a s  c o n c e n t r a t e d  in  th e  M e t r o p o l i t a n  R e g io n ,  w h e r e  a t  t h e  e n d  o f  th e  y e a r  th e  PEM  d id  
n o t  e m p lo y  e v e n  1 %  o f  th e  la b o u r  fo rc e , w h i le  th e  p r o p o r t i o n  e m p lo y e d  in  th e  P O J H  w e n t  d o w n
T ab le  15
C H IL E : U N E M P L O Y M E N T  R A T E S  IN  G R E A T E R  S A N T IA G O
(Percentages)
A n n u a l averages
T o ta l  ra te  o f  u n e m p lo y m e n t  
a c c o rd in g  to :
D e p a r tm e n t  o f  E co n o m ics o f  
th e  U n iv e rs ity  o f  C h ile  
N a tio n a l  S ta tis tica l In s t i tu te
R a te  o f  u n e m p lo y m e n t  a m o n g  
th e  e s ta b lis h e d  la b o u r  fo rce
(i.e., exclud ing  p e rso n s  seek ing  
w o rk  fo r th e  firs t t im e )
T o ta l
In d u stry
C o n s tru c tio n
C o m m erce
G o v e rn m e n t and  financial serv ices 
P e rso n a l and  h o u se h o ld  serv ices 
C o m m u n ity  and social serv ices
N o n -m a n u a l w o rk e rs  
M anual w o rk e rs  
O w n -acco u n t w o rk e rs
P e rc e n ta g e  b r e a k d o w n  o f  
u n e m p lo y e d
N o n -m a n u a l w o rk e rs  
M anual w o rk e rs  
O w n -acco u n t w o rk e rs
1976 1977 1978 1979 1980
16.8 13.2 14.0 13.6 11.8
17.0 13.9 13.7 13.4 11.8
12.6 9.9 10.5 10.1 8.7
15.5 11.8 11.8 13.1 11.9
34.1 38.7 23.5 24.5 16.5
9.7 7.4 8.8 8.3 6.4
6.5 6.0 7.5 5.4 5.8
13.7 8.5 10.8 8.9 8.4
6.0 6.8 7.0 5.9 5.6
8.3 6.7 8.0 7.5 5.3
20.7 16.3 16.5 16.0 14.5
8.5 5.7 6.0 6.1 4.5
22.4 25.0 25.9 25.2 25.0
65.7 64.8 63.1 63.3 64.9
11.6 10.0 10.9 11.3 9.7
1981 1982 1983 1984 1985°
11.1 22.1 22.2 19.3 16.3
9.0 20.0 19.2 19.0 17.2
8.5 18.8 18.4 15.7 13.0
11.8 26.7 25.9 19.5 14.9
16.4 49.4 49.0 34.9 27.9
5.9 14.5 16.0 13.1 11.1
5.9 9.9 11.7 15.8 13.7
7.0 12.9 15.6 12.5 11.5
4.8 10.3 10.7 11.0 8.2
6.3 15.6 17.9 14.3 11.8
14.4 28.9 24.9 22.0 18.4
3.1 9.1 10.3 9.3 7.4
26.7 30.1 34.3 31.2 31.5
66.0 61.1 56.3 57.6 57.4
7.1 8.3 8.9 10.7 10.4
Source: Department of Economics of the University of Chile and National Statistical Institute (INE). 
"Preliminary figures. * According to data of the Department of Economics of the University of Chile.
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Table 16
N u m b e r  o f  p e rso n s  
iem ployed (th o u san d s)11
N u m b e r  o f  p e rso n s  em p lo y ed , as 
p e rc e n ta g e  o f  th e  lab o u r force
a
W h o le
co u n try
M e tro p o lita n
R e g io n
R e s t o f  
coun try
W h o le
co u n try
M e tro p o lita n
R e g io n
R e s t o f  
co u n try
M in im u m  E m p lo y m e n t P la n
1975e 72.7 19.6 53.1 3.8
1976 157.8 34.9 122.9 5.9 3.2 7.7
1977 177.2 36.4 140.8 5.3 2.5 7.1
1978 132.2 29.0 103.2 3.2 1.7 4.2
1979 120.8 21.8 99.0 4.0 1.7 5.6
1980 178.0 28.1 149.9 5.4 2.0 7.8
1981 171.3 23.2 148.1 4.9 1.6 6.9
1982 225.3 35.6 189.7 8.6 4.1 11.6
1983 341.6 80.9 260 .7 7.5 4.3 9.7
1984 167.6 13.0 154.6 4.4 0.5 7.3
1985" 134.3 8.3 126.0 2.9 0.5 4.7
P ro g ra m m e  to  R e a c tiv a te  E m p lo y m e n t fo r H e a d s  o f  H o u s e h o ld s
1982' 81.2 30.6 50.6 1.9 1.7 2.1
1983 161.2 110.6 50.6 6.1 10.1 3.3
1984 168.7 117.7 51.0 5.1 7.4 3.5
1985" 190.0 113.7 76.3 4.4 6.5 3.0
Source: ECLAC, on the basis of data from the National Statistical Institute (INE).
"Annual averages. ftFor period October-December of each year, because of lack of complete informat ion on the national-level labour force 
before the second half of 1983. For 1982, figures correspond to period October-November. Figures for 1985 are an ECLAC estimate because of 
lack of comparable figures due to change in methodology of INE survey. cThe Minimum Employment Plan was set up in March 1975- 
Consequently, the figures for that year are an average based on the period March-December. Preliminary figures. 'This
programme was set up in October 1982. Consequently, the figures for that year are an average based on the last quarter.
T ab le  17
C H IL E : M A IN  F O R E IG N  T R A D E  I N D IC A T O R S  (G O O D S )
1980 1981 1982 1983 1984 1985"
G ro w th  ra tes
E x p o rts
V alue 22.7 -18.5 -3.4 3.3 -4.7 4.2
V o lu m e 1.6 -5 .6 16.4 4.1 -0 .8 13.1
U n it  value 20.8 -13.6 -17.0 -0.8 -5.5 -7.9
Im p o rts
V alu e 30.5 19.1 -44.1 -22.7 18.0 -12.0
V olum e 10.2 18.7 -40.1 -13.8 17.0 -12.1
U n it  value 18.4 0.3 -6.6 -10.3 0.9 0.1
T erm s o f  tra d e 2.5 -14.4




P u rc h a s in g  p o w er o f
ex p o rts 100.0 80.8 82.9 94.9 87.9 91.0
V o lu m e o f  ex p o rts 100.0 94.4 109.9 114.4 113.5 128.4
T e rm s o f  trad e 100.0 86.1 76.5 84.6 78.0 72.0
Source: ECLAC, on the basis of official data. 
"Preliminary figures.
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s l ig h t ly .  E v e n  so , a s  m a y  b e  s e e n  f ro m  ta b le  16 a n d  f ig u re  3 , th i s  l a t t e r  p r o g r a m m e  c o n t in u e d  to  b e  o f  
m u c h  g r e a t e r  i m p o r t a n c e  in  t h e  c a p i ta l  t h a n  in  t h e  r e s t  o f  t h e  c o u n try .
B e c a u s e  o f  t h e  d e c l in e  in  u n e m p lo y m e n t  a n d  th e  r e d u c t io n  in  t h e  n u m b e r  o f  p a r t i c ip a n t s  in  th e  
s p e c ia l  e m p l o y m e n t  p r o g r a m m e s ,  " a u to n o m o u s "  e m p lo y m e n t  in c r e a s e d  s h a rp ly ,  a s  h a d  a lre a d y  
o c c u r r e d  in  1984 . H o w e v e r ,  t h e  fac t t h a t  in  v a r io u s  s e c to r s  t h e  g r o w th  r a t e  o f  e m p lo y m e n t  w a s  
m a r k e d ly  h i g h e r  t h a n  t h a t  o f  t h e  p r o d u c t ,  a s  w e l l  a s  t h e  d e c l in e  in  t h e  le v e l  o f  r e a l  w a g e s ,  s u g g e s ts  t h a t  
p a r t  o f  t h i s  in c r e a s e  a c tu a lly  r e p r e s e n t e d  a n  e x p a n s io n  in  u n d e r e m p lo y m e n t .
3. T h e  e x t e r n a l  s e c to r
a )  External trade
i)  Exports o f  goods. A f te r  h a v in g  g o n e  d o w n  b y  n e a r ly  5 %  in  198 4 , t h e  v a lu e  o f  e x p o r t s  r o s e  b y  
a  l i t t l e  o v e r  4 % .  T h is  in c r e a s e  w a s  d u e  e n t i r e ly  to  t h e  s h a r p  e x p a n s io n  in  v o lu m e  ( 1 3 % ) ,  w h ic h  m o r e  
t h a n  m a d e  u p  t h e  8 %  d r o p  in  t h e  u n i t  v a lu e  o f  e x t e r n a l  s a le s  ( s e e  ta b le  17). T h is  d r o p  in  th e  u n i t  v a lu e  
o f  e x p o r t s  — th e  f if th  in  a  r o w —  m e a n t  t h a t  t h i s  v a lu e  w a s  3 8 %  lo w e r  t h a n  i t  h a d  b e e n  in  1980. 
B e c a u s e  o f  t h i s ,  e v e n  t h o u g h  t h e  v o lu m e  e x p o r t e d  r o s e  b y  o v e r  2 8 %  o v e r  t h a t  p e r io d ,  to ta l  e x p o r t s  
w e r e  1 9 %  le s s  in  1985 t h a n  in  1 9 8 0 , w h e n  th e y  r e a c h e d  a  r e c o r d  le v e l  o f  U S $ 4 .7  b il l io n .
I n  c o n t r a s t  w i t h  p r e v io u s  y e a r s ,  t h i s  n e w  d e t e r i o r a t i o n  in  t h e  u n i t  v a lu e  o f  e x p o r t s  to o k  p la c e  
e v e n  t h o u g h  th e  a v e r a g e  p r ic e  o f  c o p p e r  r o s e  s l ig h t ly  ( s e e  t a b le  18). E v e n  w i th  t h i s  s l ig h t  im p r o v e ­
m e n t ,  t h e  p r ic e  o f  th i s  m e ta l  c o n t in u e d  to  s t a n d  a t  a  le v e l  le s s  t h a n  tw o - th i r d s  o f  t h a t  r e g i s t e r e d  in  
1 980 , a n d  in  r e a l  t e r m s  i t  w a s  t h e  lo w e s t  in  t h e  la s t  h a lf -c e n tu ry  ( w i th  t h e  e x c e p t io n  o f  1984). 
C o n s e q u e n t ly ,  t h e  c u r r e n t  v a lu e  o f  c o p p e r  s a le s  w e n t  d o w n  b y  2 0 %  b e tw e e n  1980 a n d  1 9 8 5 , e v e n  
t h o u g h  th e  p h y s ic a l  s h i p m e n t s  o f  t h a t  m e ta l  in c r e a s e d  b y  o v e r  2 3 %  in  t h a t  p e r io d .
T a b le  18
C H IL E : P R I C E  O F  C O P P E R  O N  T H E  L O N D O N  M E T A L  E X C H A N G E
(Percentages)




P ric e  in  dexes 
(1970  =  100) R e a l p rice
U n ite d
S ta tes
U n it value 
o f  C h ilean
(U S  cen ts  at 
1970 prices)
o f  each 
y ea r)
w h o le ­
sale
im p o rts  of 
g o ods and (1 /2 ) (1 /3 )





1960-1964 32.4 86.3 84.1 37.5 38.5
1965-1970 61.0 93.0 93.5 65.6 65.3
1971-1972 49.0 105.6 106.1 46.4 46.2
1973-1974 87.1 133.6 152.3 65.2 57.2
1975-1984 71.0 225.2 291.4 31.5 24.4
1980 99.2 243.4 346.6 40.8 28.6
1981 79.0 265.5 377.5 29.8 20.9
1982 67.2 271.1 352.4 24.8 19.1
1983 72.2 274 .8 336.4 26.3 21.5
1984 62.5 281.6 351.0 22.2 17.8
1985 64.3 280.1 347.5 23.0 18.5
F irs t q u a r te r 62.5 280.4 22.3
Second  q u a r te r 67.6 280 .7 24.1
T h ird  q u a r te r 64.3 278 .7 23.1
F o u rth  q u a r te r 62.7 280 .4 22.4
Source: Central Bank of Chile, International Monetaty Fund, and ECI.AC estimates.
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Table 19
M illio n s o f  d o lla rs  P e rc e n ta g e  G ro w th  ra tes
1982 1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985"
T o ta l e x p o r ts  o f
g o o d s 3 110 3 836 3 657 3 796 100.0 100.0 100.0 -5 .0 3.4 -4 .7 3.8
T ra d i t io n a l  p ro d u c ts 2  4 2 9 2  538 2  297 2  4 0 0 74.5 62 .4 63 .2 1.1 4.5 -9.5 4 .5
C o p p e r 1 731 1 836 1 587 1 761 57.4 46.1 46.4 0.9 6.1 -13.6 11.0
Iro n  ore 158 112 111 91 5.9 3.4 2.4 -2.5 -29.1 -0.9 -17.9
N itra te s  and iod ine 75 84 74 85 3.5 1.9 2.2 -9.6 12.0 -11.9 14.5
F ish m ea l 256 307 276 275 1.9 5.0 7.3 26.7 19.9 -10.1 -0.1
W ood  p u lp 173 157 196 130 3.7 4.9 3.4 -15.2 -9.2 24.8 -33.8
P a p e r  and p ap e rb o a rd 36 42 53 58 2.1 1.1 1.5 -2.7 16.7 26.2 9.4
N o n - t r a d i t io n a l
p ro d u c ts 1 282 1 298 1 362 1 396 25.5 37.6 36 .8 -14.7 1.2 4 .9 2.5
M in in g  p ro d u c ts 192 265 211 188 0.6 8.0 5.0 -36.4 38.0 -20.4 -10 .9
A g r ic u l tu ra l  and
m a r in e  p ro d u c ts 375 327 429 526 5.5 7.2 13.8 2.7 -12 .8 31.1 2 2 .9
C ro p  fa rm in g  p ro d u c ts 278 254 346 436 3.8 5.2 11.5 3.7 -8.6 36.2 26.2
L ivestock  p ro d u c ts 34 26 29 27 1.1 0.8 0.7 17.2 -23.5 11.5 -7.9
F o re s try  p ro d u c ts 2 2 2 1 0.3 - - - - - -
F ish e ry  p ro d u c ts 61 45 52 62 0.4 1.2 1.6 -7.6 -26.2 15.6 19.9
M a n u fa c tu re d  p ro d u c ts 715 706 722 682 19.3 22.4 18.0 -14.5 -1 .3 2 .3 -5 .5
F ood  and bev erag es 123 128 145 143 5.0 3.5 3.8 -12.8 4.1 13.3 -1.4
W o o d 122 116 116 112 1.6 6.3 3.0 -25.2 -4.9 - -3.7
C h em ica ls  and 
p e tro le u m  p ro d u c ts 140 110 124 131 3.0 3.5 3.5 -5.4 -21.4 12.7 5.4
B asic m etal 
in d u str ie s 245 285 244 236 5.7 6.0 6.2 6.5 16.3 -14.4 -3.6
M etal p ro d u c ts , 
m ach in e ry , e lec tro n ic  
a r tic le s , etc. 36 20 20 18 2.7 1.4 0.5 -18.2 -44.4 -3.9 -8.2
T ra n s p o r t  e q u ip m e n t 23 29 42 17 0.5 0.9 0.4 -68.9 26.1 44 .8 59.4
O th e r 26 18 31 25 0.8 0.8 0.6 -27.8 -30.8 72.2 -19.4
Source: Central Bank of Chile. 
"Preliminary figures.
A m o n g  t h e  t r a d i t i o n a l  e x p o r t  p r o d u c t s ,  in  a d d i t io n  to  c o p p e r  s a le s  (w h ic h  w e n t  u p  b y  11 %  d u e  
m a in ly  to  t h e  b ig  e x p a n s io n  in  t h e  v o lu m e  e x p o r t e d ) ,  t h e r e  w e r e  a ls o  m a r k e d  in c r e a s e s  in  s a le s  o f  
n i t r a t e s  a n d  io d in e  — w h ic h  th u s  p a r t ly  r e c o v e r e d  f ro m  t h e i r  d e c l in e  in  t h e  p r e v io u s  y e a r —  a n d  
e x p o r t s  o f  p a p e r  a n d  p a p e r b o a r d .  I n  c o n t r a s t ,  t h e r e  w e r e  a p p r e c ia b le  fa lls  in  s a le s  o f  i r o n  o r e  a n d  
w o o d  p u lp ,  a n d  th o s e  o f  f ish  m e a l  s h o w e d  n o  in c re a se .
T h e  e v o lu t io n  o f  n o n - t r a d i t i o n a l  e x p o r t s  — th e  to t a l  v a lu e  o f  w h ic h  ro s e  b y  o n ly  2 .5 % —  w a s  
a ls o  v e ry  u n e v e n .  W h i l e  e x t e r n a l  s a le s  o f  a g r ic u l tu r a l  p r o d u c t s  c o n t in u e d  to  e x p a n d  v ig o ro u s ly ,  s a le s  
o f  m i n e r a l s  su f fe re d  a  f u r t h e r  s u b s ta n t i a l  d r o p ,  a n d  t h o s e  o f  m a n u f a c tu r e s  w e n t  d o w n  b y  5 .5 %  ( s e e  
ta b le  19).
T h e  u n s a t is f a c to ry  t r e n d  in  t h e  v a lu e  o f  e x p o r t s  ( e x c e p t  t h o s e  o f  c o p p e r  a n d  a g r ic u l tu r a l  g o o d s )  
w a s  d u e  b a s ic a lly  to  t h e  d r o p  o f  o v e r  1 0 %  s u f fe re d  in  1984  b y  t h e  a v e r a g e  p r ic e  o f  t h e  r e m a in in g  
e x p o r t s .  N e v e r t h e l e s s ,  t h e  v o lu m e  o f  su c h  e x p o r t s  c o n t in u e d  to  in c r e a s e ,  s in c e  t h e  e f fe c ts  o f  t h e  d r o p  
in  i n t e r n a t io n a l  p r ic e s  o n  t h e  p r o f i ta b i l i ty  o f  su c h  e x t e r n a l  s a le s  w e r e  m o r e  t h a n  o f fs e t  b y  t h e  d e c l in e
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Figure 3
CHILE: EM PLOYM ENT, UNEM PLO YM ENT A N D  GOVERNM ENT  
EM PLOYM ENT PROGRAM M ES
Source: ECLA C, on the basis o f da ta  from  the N ational S tatistical Institu te .
8P O JH  : Program m e to  R eactivate E m ploym en t fo r H eads o f H ouseholds. bPEM : M inim um
E m ploym en t Plan.
C H IL E : E V O L U T IO N  O F  E X C H A N G E  R A T E
Table 20
CHILE
A n n u a l
and
q u arte rly
av erag es
N o m in a l ex ch an g e  rates" R eal effective ex ch an g e  ra te  in d e x e s '
Official E x p o rts Im p o rts
1 r • b
M ain
Prefer-
e n c ia f
le l '
A B A B
1975 4.91 135.7 142.6 131.1 137.8
1976 13.05 116.8 120.3 115.2 118.6
1977 21.53 113.8 100.2 110.9 97.6
1978 31.66 133.3 113.5 127.0 108.1
1979 37.25 118.6 114.5 114.2 110.2
1980 39.00 100.0 100.0 100.0 100.0
1981 39.00 89.1 82.0 93.3 85.8
1982 50.91 104.0 92.8 111.4 99.4
1983 78.84 64.87 92 112.1 110.9 121.3 120.1
1984 98.66 77.73 113 110.9 113.1 119.0 121.2
1985 161.08 / 180 128.3 140.6 138.6 152.0
1982
I 39.00 92.6 78.1 98.2 82.8
II 40 .34 95.8 80.2 102.2 85.5
HI 55.01 5 0 .49s 111.4 100.2 120.1 108.1
IV 69 .28 55.43 77 116.0 112.5 125.0 121.2
1983
I 74.96 59.95 99 123.1 117.1 131.8 125.3
II 75.34 62.55 91 112.0 108.8 120.6 117.3
III 79.75 66.19 86 104.9 108.2 114.3 117.8
IV 85.31 70.79 93 108.5 109.6 118.6 119.9
1984
I 88.05 73.41 97 114.3 111.3 122.8 119.6
II 90.00 75.35 113 109.5 109.7 115.7 115.8
III 95.62 78.38 116 105.1 109.6 112.8 117.3
IV 120.95 83.77 124 114.6 121.6 124.5 132.1
1985
I 135.82 91.53 139 116.2 124.4 128.0 137.0
II 152.14 98.29 172 121.6 132.2 132.6 144.2
III 175.50 / 200 133.5 149.0 143.8 160.5
IV 180.87 210 141.7 156.9 150.1 166.2
Source: ECLAC, on the basis of information from the Central Bank of Chile and the International Monetary Fund, International Financial 
Statistics.
Note: A: For deflation, the domestic products sub-index of the wholesale price index was used.
B: For deflation, the consumer price index prepared by R. Cortázar and J. Marshall was used for the years 1975-1978, and the 1NE 
consumer price index from 1979 onwards.
"Pesos per dollar. ftApplicable to all approved operations except those referred to in note ' below. ' For the payment of foreign
currency commitments contracted prior to 6 August 1982. AECLAC estimates. 'These indexes correspond to the average of the
real peso exchange rate indexes (main official) rij-i-wi the currencies of Chile's main trading partners, weighted by the relative importance of 
the exports to or imports from those countries. From 1975 to 1979, these weightings correspond to the average for the same years, while from 
1980 on they correspond to the average 1980-1983. For further details on the methodology and sources used, see the technical appendix of the 
Economic Survey of Latin America, 1981. 'This exchange rate was eliminated as from 1 July 1985. 'Average for August and
September.
in  r e a l  w a g e s ,  t h e  r e d u c t io n  o f  t h e  g e n e r a l  r a t e  o f  ta r i f f s  f ro m  3 5  %  to  2 0 % ,  a n d  th e  c o n s id e ra b le  r i s e  
in  t h e  r e a l  e f fe c tiv e  e x c h a n g e  r a t e  ( s e e  t a b le  2 0 ) .
ii)  Imports o f  goods. In  m a r k e d  c o n t r a s t  w i th  t h e  e v o lu t io n  o f  e x p o r t s  — th e  v a lu e  o f  w h ic h  
in c r e a s e d  m o d e r a te ly  a f te r  h a v in g  g o n e  d o w n  in  1 9 8 4 — t h e v a l u e o f  im p o r t s  w e n t  d o w n  b y  1 2 %  a f te r  
h a v i n g  r i s e n  b y  1 8 %  t h e y e a r b e f o r e .  A s  a  r e s u l t  o f  th i s  d e c l in e — d u e  e n t i r e ly  to  t h e  c o n t r a c t io n  in  t h e  
v o lu m e  im p o r t e d —  t h e  v a lu e  o f  e x t e r n a l  p u r c h a s e s  fe ll to  i ts  lo w e s t  le v e l  s in c e  1 9 7 8  a n d  w a s  e q u a l  to  
o n ly  4 5 %  o f  t h e  r e c o rd  le v e l  r e g i s t e r e d  in  1981 ( s e e  ta b le  17).
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T h e  d e c l in e  w a s  p a r t ic u la r ly  m a r k e d  in  i m p o r t s  o f  c o n s u m e r  g o o d s ,  a m o n g  w h ic h  p u r c h a s e s  o f  
b o t h  a u to m o b i le s  a n d  fo o d  p r o d u c t s  w e n t  d o w n  b y  o v e r  4 0 % .  I m p o r t s  o f  i n t e r m e d ia t e  p r o d u c t s ,  fo r  
t h e i r  p a r t ,  w h ic h  h a d  r e c o v e r e d  v ig o ro u s ly  in  198 4  in  c o n t r a s t  w i th  t h o s e  o f  c o n s u m e r  g o o d s , w e n t  
d o w n  b y  n e a r ly  1 0 % . P u r c h a s e s  o f  c a p i t a l  g o o d s ,  h o w e v e r ,  in c r e a s e d  o n c e  a g a in ,  a l t h o u g h  t h e i r  
g r o w t h  r a t e  ( 7 % )  w a s  fa r  b e lo w  t h e  e x c e p t io n a l ly  h ig h  r a t e  o f  5 2 %  r e g i s t e r e d  in  1984 ( s e e t a b l e 2 1 ) .
T h e  r e d u c t io n  in  i m p o r t s  w a s  a  sp e c if ic  o b je c t iv e  o f  t h e  p r o g r a m m e  a g r e e d  w i th  t h e  I n t e r n a ­
t i o n a l  M o n e ta r y  F u n d ,  a n d  th e  a u t h o r i t i e s  s o u g h t  to  a c h ie v e  i t  b y  r a i s in g  th e  r e a l  e x c h a n g e  r a t e  a n d  
t a k i n g  r e s t r i c t i v e  m e a s u r e s  in  t h e  a r e a s  o f  f isca l p o lic y  a n d  w a g e s . T h e  r e d u c t io n  w a s  a ls o  d u e ,  
h o w e v e r ,  to  t h e  d e c l in e  in  t h e  i n t e r n a t io n a l  p r ic e  o f  p e t r o l e u m  a n d  th e  m a r k e d  g r o w th  in  a g r ic u l tu r a l  
p r o d u c t io n ,  w h ic h  m a d e  i t  p o s s ib le  to  s u b s t i tu te  a  c o n s id e r a b le  a m o u n t  o f  a g r ic u l tu r a l  im p o r t s .  
F in a l ly ,  t h e  d r o p  in  i m p o r t s  w a s  a ls o  d u e  to  t h e  r e v e r s a l  o f  t h e  e x p e c ta t io n s  o f  t h e  e c o n o m ic  a g e n ts  
w i th  r e g a r d  to  e x c h a n g e  a n d  t a r i f f  p o l ic ie s .  T h u s ,  w h e r e a s  in  198 4  th e  p r e v a i l i n g  e x p e c ta t io n s  w e r e  
t h a t  t h e  p e s o  w o u ld  b e  d e v a lu e d  a n d  ta r i f f s  w o u ld  b e  r a is e d  in  t h e  s e c o n d  h a l f  o f  t h e  y e a r  ( w i th  t h e  
r e s u l t  t h a t  t h e  e c o n o m ic  a g e n t s  d e c id e d  to  b r in g  fo rw a rd  t h e i r  p u r c h a s e s  o f  im p o r t e d  g o o d s ) ,  d u r in g  
1985  t h e r e  w a s  a  g r o w in g  c o n s e n s u s  t h a t  t h e  e x c h a n g e  a n d  t a r i f f  p o l ic ie s  a d o p te d  b y  t h e  a u th o r i t i e s  
w o u ld  b e  k e p t  u n c h a n g e d .  A s  a  r e s u l t  o f  th i s ,  a  p a r t i a l  l i q u id a t io n  o f  t h e  b ig  s to c k s  o f  i m p o r t e d  g o o d s  
w h ic h  h a d  b e e n  b u i l t  u p  t h e  p r e v io u s  y e a r  to o k  p la c e . I n  t h e s e  c i r c u m s ta n c e s ,  t h e  s h r in k a g e  in  
e x t e r n a l  p u r c h a s e s  d id  n o t  h a v e  a  n e g a t iv e  e ffe c t o n  e c o n o m ic  a c tiv ity , w h ic h  c o n t in u e d  to  r e c o v e r ,  
a lb e i t  a t  a  s lo w e r  r a t e  t h a n  in  1984.
iii)  Terms o f  trade and purchasing pow er o f  exports. B e c a u s e  o f  t h e  f u r th e r  s h a r p  d e c l in e  in  t h e  
a v e r a g e  p r ic e  o f  e x p o r t s ,  t h e  t e r m s  o f  t r a d e  fe ll m a rk e d ly  fo r  t h e  f o u r th  t im e  in  t h e  la s t  f iv e  y e a r s ,  
m a k in g  a  t o t a l  d r o p  o f  2 8 %  in  th i s  p e r io d .  C o n s e q u e n t ly ,  a l th o u g h  a t  t h e  s a m e  t im e  th e  v o lu m e  
e x p o r t e d  g r e w  b y  th e  s a m e  a m o u n t ,  t h e  p u r c h a s in g  p o w e r  o f  e x p o r t s  w a s  9 %  lo w e r  in  1985 t h a n  in  
198 0  ( s e e  ta b le  17).
b )  The current account position and capital movements
B e c a u s e  o f  t h e  in c r e a s e  in  e x p o r t s  a n d , a b o v e  a ll, t h e  s h a r p  c o n t r a c t io n  in  im p o r t s ,  t h e  
m e r c h a n d i s e  t r a d e  s u r p lu s  a lm o s t  t r e b le d  in  1985  to  U S $ 8 5 0  m il l io n .  A t  t h e  s a m e  t im e ,  t h e r e  w a s  a  
2 5 %  r e d u c t io n  in  t h e  t r a d e  d e f ic i t  o n  r e a l  s e rv ic e s ,  p a r t ly  b e c a u s e  o f  t h e  p a y m e n t s  r e c e iv e d  in  r e s p e c t  
o f  r e in s u r a n c e  in  c o n n e c t io n  w i th  t h e  d a m a g e  c a u s e d  b y  t h e  e a r th q u a k e .  T h e r e  w a s  t h u s  a  c o n s id e r -
T a b le 2 1
C H IL E : V A L U E  A N D  B R E A K D O W N  O F  IM P O R T S  O F  G O O D S , C IF
M illio n s o f  do llars
P e rcen tag e
b reak d o w n
G ro w th  ra te s
1982 1983 1984 1985° 1975 1980 1985° 1982 1983 1984 1985"
T o ta l 4  094 3 171 3 739 3 269 100.0 100.0 100.0 -44.1 -22 .6 18.0 -12 .6
C o n s u m e r  g o o d s 1 484 1 024 1 044 734 25 .6 33.7 22.5 -45 .6 -31 .0 2.0 -29.7
N o n -fo o d 894 493 552 454 5.3 20.7 13.9 -53.0 -44.9 12.0 -17.8
M o to r  v eh ic les 124 31 27 16 3.3 0.5 -71.0 -75.0 -12.9 -40.7
In d u s tr ia l p ro d u c ts 770 462 525 438 17.4 13.4 -47.8 -40.0 13.6 -16.6
F oo d 590 531 492 280 20.3 13.0 8.6 -28.3 -10.0 -7.3 -43.1
In te rm e d ia te  g o o d s 1 913 1 755 2  097 1 894 58.6 45 .6 57.9 -39.2 -8 .7 20 .0 -9 .7
F uels and lu b rican ts 632 592 594 546 14.2 15.7 16.7 -33.9 -8.3 0.3 -8.1
R a w  m ate ria ls 450 504 608 558 20.4 10.3 17.1 -40.6 12.0 20.6 -8.2
S pare  p a r ts  and in te rm e ­
d ia te  in d u str ia l p ro d u c ts 831 659 895 790 24.0 19.6 24.1 -41.9 -20.7 35.8 -11.7
C a p ita l g o o d s 697 392 597 640 15.8 20 .7 19.6 -51 .8 -43 .8 52.3 7.2
Source: Central Bank of Chile. 
"Preliminary figures.
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T ab le  22




B a la n ce  o n  c u r re n t  a c c o u n t -2 020
T rad e  balance -1 056
E x p o rts  o f  goods and services 5 968
G oods FO B 4 705
R eal serv ices 1  262
T ra n s p o r t  and in su ran ce 433
T ravel 174
Im p o rts  o f  goods and serv ices 7  023
G oods FO B 5 469
R eal services 1  554
T ra n s p o r t  and in su ran ce 872
T ravel 200
F ac to r serv ices -1  028
P ro fits -82
In te re s t  received 305
In te re s t  paid -1 152
O th e rs -99
U n req u ited  p r iv a te  tran sfe r  p ay m en ts 64
B a la n ce  o n  c a p ita )  a c c o u n t 3 341
U n re q u ite d  official tra n sfe r  p ay m en ts 49
L o n g -te rm  cap ital 2  243
D ire c t in v e s tm e n t (n e t) 171
P o rfo lio  in v e s tm e n t (n e t) -
O th e r  lo n g - te rm  cap ital 2  072
Official secto r' -193
L oans received 280
A m o rtiz a tio n  p ay m en ts -472
C o m m erc ia l banks ' -1 438
L oans received 1 617
A m o rtiz a tio n  p ay m en ts -147
O th e r  sec to rs ' 826
L oans received 1 645
A m o rtiz a tio n  p ay m en ts -819
S h o rt- te rm  cap ita l (n e t) 1 000
Official secto r 100
C om m ercia l banks 469
O th e r  secto rs 431
E rro rs  and o m iss io n s  (n e t) 51
G lo b a l b a lan ce 1 321
T o ta l v a r ia tio n  in  reserves 
(- sign  ind ica tes an  increase) -1 331
M o n e ta ry  gold -90
Special D ra w in g  R ig h ts 25
IM F  rese rv e  p o sitio n -33
F o re ig n  ex ch an g e  assets -1 177
O th e r  asse ts -
U se  m ade o f  IM F cred it -57
1981 1982 1983 1984 1985°
-4 805 -2 373 -1 116 -2 118 -1 342
-3 245 -379 635 -108 542
5 008 4  641 4  601 4  495 4  470
3 836 3 706 3 827 3 650 3 804
1 172 936 774 845 666
373 318 269 308 302
200 125 95 129 116
8 253 5 020 3 9 6 6 4  602 3 928
6 513 3 643 2  818 3 357 2  955
1 740 1 377 1 148 1 245 973
941 624 511 615 514
221 195 214 327 269
-1 595 -2 035 -1 800 -2 051 -1 931
-121 -128 -77 -113 -155
601 506 187 316 197
-1 943 -2 299 -1 813 -2 158 -1 943
-132 -114 -97 -96 -30
37 41 49 41 47
4  941 1 032 600 2  210 1 240
72 68 43 58 14
3 579 1 680 1 210 1 208 1 015
362 384 148 67 112
3 217 1 296 1 063 1 142 903
-496 134 1 149 957 1 210
154 296 1 300 1 047 1 431
-641 -162 -151 -90 -221
2  496 327 -9 23 -69
2  730 701 135 90 1 131
-216 -309 -161 -75 -1 200
1 217 836 -78 162 -238
2  205 1 613 511 484 795
-961 -788 -589 -322 -1 033
1 190 -647 -710 844 214
126 15 112 254 -159
252 68 -422 250 36
811 -731 -400 339 337
100 -70 57 100 -3
136 -1 340 -516 92 -102
-164 1 112 652 -352 190
- -2 46 -62 22
-15 -1 14 -6 11
7 -3 78 - -
-81 1 160 -87 -458 -145
-74- -42- 600- 175 302-
Source: I979-198I: International Monetary Fund, Balance o f  Payments Yearbook; March 1986; 1985: ECLAC, on the basis of official data.
"Preliminary figures. Real services also include other official and private transactions, but not factor services. ’In addition to
loans received and amortization payments made, this entry includes net loans granted and other assets and liabilities. The global balance 
is the sum of the current account balance plus the balance on capital account. The difference between total variation in reserves (of opposite 
sign) and the global balance represents counterpart items: monetization of gold, allocation of Special Drawing Rights, and variations due to 
revaluation.
a b le  t u r n a r o u n d  in  t h e  t r a d e  b a la n c e ,  w h ic h ,  a fte r  h a v in g  r e g i s t e r e d  a  d e f ic i t  o f  a lm o s t  U S $ 1 1 0  
m i l l i o n  in  1 9 8 4 , g e n e r a t e d  a  s u r p lu s  o f  U S $  5 4 0  m i l l i o n  in  1 9 8 5 . T h i s  s u r p lu s  w a s  s u f f ic ie n t  to  f in a n c e  
n e a r ly  3 0 %  o f  t h e  n e t  p a y m e n t s  o f  in t e r e s t  a n d  p r o f i t s ,  w h ic h ,  fo r  t h e ir  p a r t ,  w e n t  d o w n  s l ig h t ly  
b e c a u s e  o f  t h e  d e c l in e  in  in t e r n a t io n a l  in t e r e s t  r a te s  a n d  t h e  m o r e  f a v o u r a b le  t e r m s  a g r e e d  w i t h  t h e  
c o m m e r c ia l  b a n k in g  s y s t e m .  T h a n k s  t o  t h e s e  c h a n g e s ,  th e  c u r r e n t  a c c o u n t  d e f ic i t  s h r a n k  b y  a lm o s t  
U S $ 8 0 0  m i l l i o n  a n d  w a s  t h u s  t h e  l o w e s t  in  t h e  la s t  f iv e  y e a r s ,  e x c e p t  fo r  1 9 8 3  ( s e e  ta b le  2 2 ) .
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T h e  c u r r e n t  a c c o u n t  d e f ic i t  w a s  c o v e r e d  a lm o s t  e n t i r e ly  b y  th e  n e t  in f lo w  o f  c a p i ta l ,  a l th o u g h  
th i s  w a s  a lm o s t  U S $ 1  b i l l io n  s m a l l e r  t h a n  th e  y e a r  b e fo re . T h is  d e c l in e  w a s  d u e  p a r t ly  to  t h e  s h a r p  fall 
in  t h e  n e t  in f lo w  o f  s h o r t - t e r m  c a p i ta l  (w h ic h  h a d  r i s e n  s h a rp ly  in  1 9 8 4 ) a n d  p a r t ly  to  t h e  
c o n s id e r a b le  in c r e a s e  in  a m o r t i z a t i o n  p a y m e n t s ,  e s p e c ia l ly  b y  t h e  n o n - f in a n c ia l  p r i v a t e  s e c to r .
c )  The external debt
I n  1 9 8 5 , t h e  e c o n o m ic  p o lic y  s o u g h t  to  a c h ie v e  tw o  m a in  o b je c t iv e s  in  c o n n e c t io n  w i th  t h e  
e x t e r n a l  d e b t:  o n  t h e  o n e  h a n d ,  to  o b t a in  t h e  n e c e s s a ry  f i n a n c in g  to  f a c i l i ta te  t h e  p r o c e s s  o f  s t r u c tu r a l  
a d ju s tm e n t  o f  t h e  e c o n o m y ;  o n  t h e  o th e r ,  to  n e u t r a l i z e  t h e  e ffe c t o f  t h e  n e w  lo a n s  o n  th e  g lo b a l  le v e l 
o f  e x t e r n a l  i n d e b te d n e s s  ( a t  le a s t  p a r t i a l ly )  b y  a u th o r i z in g  th e  u s e  o f  e x te r n a l  d e b t  p r o m is s o r y  n o te s  
a n d  s e c u r i t i e s  f o r  t h e  p a y m e n t  o f  d o m e s t ic  d e b ts  a n d  t h e  p u r c h a s e  o f  a s s e ts  in  t h e  c o u n try .
T h e  f i r s t  o f  t h e s e  o b je t iv e s  w a s  a c h ie v e d  t h r o u g h  th e  r e n e g o t i a t i o n  o f  t h e  c o m m i tm e n t s  w i th  
t h e  c o m m e r c ia l  b a n k in g  s y s te m  a n d  t h e  p r o c u r e m e n t  o f  lo a n s  f ro m  t h e  I n t e r n a t i o n a l  M o n e ta ry  F u n d , 
t h e  W o r ld  B a n k  a n d  t h e  I n t e r - A m e r i c a n  D e v e l o p m e n t  B a n k .
T h e  a g r e e m e n t  w i th  t h e  c o m m e r c ia l  b a n k s  — s ig n e d  in  a  p r e l im in a r y  f o rm  in  J u n e  a n d  in  f in a l 
f o rm  in  N o v e m b e r —  p r o v id e d  fo r  t h e  r e s t r u c t u r i n g  o f  a m o r t i z a t i o n  p a y m e n t s  t o t a l l i n g  U S $ 5 .9 3  
b i l l io n  c o r r e s p o n d i n g  to  t h e  p e r i o d  1 9 8 5 -1 9 8 7 . T h e s e  p a y m e n t s  w e r e  r e p r o g r a m m e d  f o r  12  y e a r s  
— w i th  s ix  y e a r s ' g r a c e —  a t a n  i n t e r e s t  r a te  o f  L B O R  p lu s  1 .3 8 % . In  a d d i t io n ,  t h e  c o m m e r c ia l  b a n k s  
g r a n t e d  n e w  lo a n s  f o r  U S $  1 0 8 5  m i l l io n  f o r  t h e  tw o - y e a r  p e r io d  1 9 8 5 -1 9 8 6  (o f  w h ic h  U S $ 7 1 4  m i l l io n  
w e r e  d i s b u r s e d  in  1 9 8 5 ) w i th  a  t e r m  o f  12 y e a r s ,  f iv e  y e a r s ' g r a c e  a n d  a n  in t e r e s t  r a te  e q u iv a le n t  to  
L IB O R  p lu s  1 .6 3 % , w i th  a  c o m m is s io n  o f  0 .5 0 % . O f  th e s e  r e s o u r c e s ,  U S $ 3 0 0  m i l l io n  w o u ld  b e  
d i s b u r s e d  t h r o u g h  a  c o - f in a n c in g  p r o g r a m m e  w i th  t h e  W o r ld  B a n k  a n d  a n o th e r  U S $ 1 5 0  m i l l io n  
w o u ld  en jo y  t h a t  i n s t i t u t i o n 's  g u a r a n te e .  A t  t h e  s a m e  t im e ,  i t  w a s  a g r e e d  to  r e d u c e  th e  i n t e r e s t  r a te s  
o n  t h e  a m o r t i z a t i o n  c o m m i t m e n t s  w h ic h  h a d  b e e n  r e f in a n c e d  a n d  th e  n e w  c r e d i t s  o b t a in e d  in  t h e  
d e b t  r e n e g o t i a t i o n  o f  1 9 8 3 , t h e  s y s te m  o f  q u a r te r ly  i n t e r e s t  p a y m e n t s  w a s  r e p la c e d  b y  a  tw ic e -y e a r ly  
s y s te m , a n d  t h e  s h o r t - t e r m  l in e s  o f  t r a d e  c r e d i t  f o r  a  to t a l  o f  U S $ 1 .7  b i l l io n  w e r e  e x te n d e d  to  198 7 .
T h e  I n t e r n a t i o n a l  M o n e ta r y  F u n d , f o r  i ts  p a r t ,  g a v e  i ts  a p p r o v a l  in  A u g u s t  to  a  lo a n  o f  7 5 0  
m i l l io n  S p e c ia l  D r a w i n g  R i g h t s  u n i t s  (S D R ), to  b e  d i s b u r s e d  in  e q u a l  q u a r te r ly  i n s t a l l m e n t s  d u r in g  
1 9 8 5 -1 9 8 7  a s  t h e  o b je c t iv e s  la id  d o w n  in  t h e  m a c r o e c o n o m ic  p r o g r a m m e  a g r e e d  w i th  t h e  g o v e r n ­
m e n t  w e r e  fu lf ille d . A s  t h e  t a r g e t s  a g re e d  w e r e  fu lf il le d  in  1 9 8 5 , a t  t h e  e n d  o f  t h e  y e a r  t h e  f i r s t  125 
m i l l io n  SD R u n i t s  w e r e  d r a w n . A t  t h e  s a m e  t im e ,  a n o t h e r  7 0  m i l l io n  SDR u n i t s  w e r e  d is b u r s e d  in  
r e s p e c t  o f  t h e  f i n a n c in g  g r a n t e d  b y  t h e  F u n d  to  o f fs e t  t h e  e ffe c t o f  e x p o r t  p r i c e  fa lls .
F in a l ly ,  d u r in g  t h e  y e a r  t h e  W o r ld  B a n k  a n d  t h e  I n t e r - A m e r i c a n  D e v e l o p m e n t  B a n k  d is b u r s e d  
lo a n s  w i th  a  n e t  o v e r a l l  v a lu e  o f  a lm o s t  U S $ 4 9 0  m il l io n .
T h e  d i s b u r s e m e n t  o f  t h e  a g r e e d  in s t a l l m e n t s  o f  t h e  lo a n s  f ro m  th e  c o m m e r c ia l  b a n k in g  s y s te m  
a n d  th e  F u n d ,  t o g e t h e r  w i th  t h e  c r e d i t s  p r o v id e d  b y  th e  m u l t i l a t e r a l  a g e n c ie s ,  d id  n o t  le a d , h o w e v e r ,  
to  a n  e q u iv a le n t  in c r e a s e  in  e x t e r n a l  i n d e b te d n e s s ,  s in c e  t h e i r  e f fe c ts  w e r e  p a r t ly  o f fs e t  b y  t h e  d e b t  
c o n v e r s io n  o p e r a t i o n s  w h ic h  b e g a n  to  b e  c a r r ie d  o u t  a s  f ro m  m id -y e a r .  T h e s e  o p e r a t i o n s  — b a s e d  o n  
th e  id e a  o f  t a k in g  a d v a n ta g e  o f  t h e  d i s c o u n t  o f  a r o u n d  3 0 %  a t  w h ic h  th e  C h i le a n  e x t e r n a l  d e b t  
p r o m is s o r y  n o te s  w e r e  b e in g  t r a d e d  o n  th e  s e c o n d a ry  m a r k e t s — , t o g e t h e r  w i th  o p e r a t i o n s  su c h  a s  
p o r t f o l io  e x c h a n g e s  a n d  c o n d o n in g  o f  d e b t s ,  m a d e  i t  p o s s ib le  to  r e d u c e  th e  m e d iu m  a n d  lo n g - te r m  
e x te r n a l  c o m m i t m e n t s  b y  a lm o s t  U S $ 3 8 0  m i l l io n  in  t h e  s e c o n d  h a l f  o f  198 5 .
T h u s ,  t h e  to t a l  e x t e r n a l  d e b t  f in a lly  o n ly  g r e w  b y  2 .3  % , w h ic h  w a s  fa r  b e lo w  t h e  r a t e  o f  o v e r  8 %  
r e g i s t e r e d  t h e  y e a r  b e fo re . M o r e o v e r ,  a s  a  r e s u l t  o f  t h e  r e p r o g r a m m i n g  o f  p a r t  o f  t h e  a m o r t iz a t i o n  
c o m m i t m e n t s  f a l l in g  d u e  in  1985  a n d  th e  d e c l in e  in  i n t e r e s t  p a y m e n t s  b r o u g h t  a b o u t  b y  th e  d r o p  in  
i n t e r n a t io n a l  i n t e r e s t  r a t e s  a n d  t h e  b e t t e r  t e r m s  a c h ie v e d  in  t h e  a g r e e m e n t  w i th  th e  c o m m e rc ia l  
b a n k s ,  t h e  t o t a l  d e b t  s e rv ic in g  c o s ts  w e r e  s im i la r  to  th o s e  o f  t h e  y e a r  b e fo re  ( s e e  ta b le  2 3 ) .
B e c a u s e  o f  t h e  s l ig h t  d e t e r i o r a t i o n  in  t h e  v a lu e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s ,  h o w e v e r ,  th e  
d e b t  s e r v ic in g  in c r e a s e d  m a r g in a l ly  a s  a  p e r c e n t a g e  o f  to ta l  e x t e r n a l  sa le s . M o r e o v e r ,  a s  t h e  r e d u c t io n  
in  t h e  to ta l  lo a n s  d i s b u r s e d  w a s  m u c h  g r e a t e r  t h a n  th a t  in  t h e  d e b t  s e rv ic in g ,  t h e  l a t t e r  e x c e e d e d  th e  
to ta l  lo a n s  b y  a  l a r g e r  a m o u n t  t h a n  in  t h e  p r e v io u s  t h r e e  y e a r s  ( e x c e p t  1 9 8 3 ) , so  t h a t  t h e  to t a l  a n n u a l  
t r a n s f e r  o f  f in a n c ia l  r e s o u r c e s  a b r o a d  a ls o  in c r e a s e d  ( s e e  t a b le  2 3 ) .
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C H IL E : IN D IC A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S
Table 23
1980 1981 1982 1983 1984 1985°
M ill io n s  o f  d o lla rs
B a la n ces 4
I. T o ta l  e x te rn a l  d e b t
(II + III)’" 11 084 15 542 17 153 17 431 18 877 19 318
II. M e d iu m -  a n d  lo n g - te rm  
e x te rn a l  d e b t 9 413 12 553 13 815 14 832 16 963 17 650
S ta te- g u a ran teed  public  
and p r iv a te  deb t 4  720 4  415 5 157 6 689 10 601 12 161
P riv a te  d eb t 4  693 8 138 8 658 8 143 6 362 5 4 8 9
S u p p lie r  cred its 303 463 413 318 246 162
L ines o f  c red its  for 
im p o rta tio n  o f  capital
goods 325 499 457 404 173 155
F in an c ia l c red its 4  065 7 176 7 788 7 421 5 943 5 171
III. S h o r t- te rm  e x te rn a l d e b t  ' 1671 2  989 3 338 2  599f 1 9 l 4 f 1 6 6 8
P ub lic  sector 343 1 050 1 503 1 705 1 742 1 564
P riv a te  sector 1 328 1 939 1 835 894 172 104
IV . N e t  in te rn a tio n a l re se rv es 4  074 3 775 2  578 2  023 2  056 1 867
V. N e t  to ta l ex te rn a l d eb t (I - IV ) 7 010 11 767 14 575 15 408 16 821 17 451
T o ta l  s e rv ic in g 2  335 3 134 3 041 3 261* 2  3 3 0 s 2 328*







In te re s t1 847 1 342 1 793 1 626 1 842 1 746
T o ta l  d isb u rse m e n ts 4  230 6 425 2  943 1 9 4 8 2  032 1 4 7 6
R a tio s
T ota l e x te rn a l d e b t/e x p o r ts  
o f goods and services
P e rc e n ta g e s
185.7 310.3 369.6 377.0 420 .0 432.2
S e rv ic in g /e x p o rts  o f  goods 
and serv ices 39.1 62.6 65.5 70.5 51.8 52.1
N e t  in te r e s t /e x p o r ts  o f  goods 
and serv ices 14.2 26.8 38.6 35.2 41.0 39.1
S e rv ic in g /d isb u rse m e n ts 55.2 48 .8 103.3 167.4 114.7 157.7
Source: Central Bank of Chile, D euda externa de Chile. I9M, January 1987.
"Preliminary figures. Amounts disbursed and pending payment at 31 December of each year. ’ excluding short-term credits for
external trade operations of the non-financial private sector. Credits entering under articles 14, 15 and 16 of the International
exchange Law and credits under Decree-Law 600. ’The drop is due to the conversion of short-term debt to medium- and long-term 
debt. ’Corresponds to the international assets of the Central Bank, less liabilities with the International Monetary Lhnd. *The
servicing is lower because of the renegotiation of the external debt. Before the renegotiation of the external debt, amortization payments 
came to USS2 06} million in 1983, USS1 666 million in 1984, and US$2 393 million in 1985. ’Interest paid, less interest received, 
according to the balance of payments current account.
4 . P r i c e s  a n d  w a g e s
a )  Prices
I n  1 9 8 5 , t h e r e  w a s  a n  in c r e a s e  in  t h e  r a t e  o f  in f la t io n .  T h e  D e c e m b e r - D e c e m b e r  in c r e a s e  in  
c o n s u m e r  p r ic e s  w a s  2 6 .4 % ,  w h ic h  w a s  m o d e r a te ly  h i g h e r  t h a n  th e  r a t e  r e g i s t e r e d  th e  y e a r  b e fo re , 
b u t ,  t h e  v a r i a t i o n  b e tw e e n  t h e  a n n u a l  a v e r a g e s  o f  t h e  in d e x  w a s  c o n s id e ra b ly  g r e a t e r  ( 3 1 % ) ,  a n d  in  
f a c t  w a s  t h e  h i g h e s t  in  t h e  la s t  f iv e  y e a r s .  W h o le s a le  p r ic e s  d is p la y e d  a  s im i l a r  e v o lu t io n :  th e y  
in c r e a s e d  b y  a  l i t t le  o v e r  3 0 %  b e tw e e n  D e c e m b e r  198 4  a n d  D e c e m b e r  1985  ( c o m p a r e d  w i th  3 6 .5 %  
t h e  y e a r  b e f o r e ) ,  w h e r e a s  t h e i r  in c r e a s e  in  t e r m s  o f  a n n u a l  a v e r a g e s ,  w h ic h  w a s  o v e r  4 3 % ,  w a s  a lm o s t  
d o u b le  t h e  1 9 8 4  f ig u re  ( s e e  ta b le  2 4 ) .
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T h e s e  f ig u re s ,  h o w e v e r ,  d o  n o t  r e f le c t  t h e  s h a r p  i n t e r r u p t i o n  w h ic h  to o k  p la c e  in  t h e  la s t  
q u a r t e r  o f  th e  y e a r  in  t h e  u p w a r d  t r e n d  t h a t  d o m e s t ic  p r ic e s  h a d  b e e n  s h o w in g  s in c e  S e p te m b e r  1984. 
T h u s ,  a s  m a y  b e  s e e n  f ro m  f ig u re  4 , t h e  r a t e  o f  in f la t io n  c o n t in u e d  to  s p e e d  u p  u n t i l  S e p te m b e r  1 9 8 5 , 
b u t  s u b s e q u e n t ly  i t  w e n t  d o w n  to  le v e ls  w h ic h  w e r e  o n ly  s l ig h t ly  h i g h e r  t h a n  t h o s e  r e g i s te r e d  a t  t h e  
b e g i n n i n g  o f  t h e  p r e v io u s  y e a r .
T h e  s p e e d in g  u p  o f  in f la t io n  d u r i n g  th e  f i r s t  h a l f  o f  1985 w a s  d u e  e s s e n t ia l ly  to  t h e  d e la y e d  
e f fe c ts  o f  t h e  s h a r p  d e v a lu a t io n  o f  t h e  p e s o  a n d  th e  i n c r e a s e  in  ta r i f f s  d e c id e d  u p o n  in  S e p te m b e r  1984  
a n d , to  a  l e s s e r  e x t e n t ,  to  t h e  f u r th e r  a d ju s tm e n ts  in  t h e  e x c h a n g e  r a t e  c a r r ie d  o u t  in  F e b r u a ry  a n d ju ly  
1984 . A s  a  r e s u l t  o f  t h e s e  u p w a r d  m o v e m e n t s  in  t h e  e x c h a n g e  p a r i ty ,  t h e  w h o le s a le  p r ic e  in d e x  
— m a d e  u p  a lm o s t  e x c lu s iv e ly  o f  in te r n a t io n a l ly  t r a d e a b le  g o o d s  a n d  c o n s e q u e n t ly  v e ry  s e n s i t iv e  to  
e x c h a n g e  v a r i a t i o n s —  r e g i s t e r e d  c o n s id e ra b ly  g r e a t e r  r i s e s  t h a n  th o s e  in  t h e  c o n s u m e r  p r ic e  in d e x . 
F u r t h e r m o r e ,  a s  w a s  to  b e  e x p e c te d ,  t h e  p r ic e s  o f  i m p o r t e d  p r o d u c t s  in c r e a s e d  m u c h  m o r e  m a rk e d ly  
t h a n  t h o s e  o f  d o m e s t i c  g o o d s  ( s e e  f ig u re s  4  a n d  5).
T h is  t r e n d  u n d e r w e n t  a  c h a n g e  in  t h e  s e c o n d  h a l f  o f  t h e  y e a r ,  d u e  m a in ly  to  t h e  s ta b il i ty  o f  
e x c h a n g e  p o lic y  d u r in g  t h a t  p e r io d .  T h e  d e c l in e  w h ic h  o u g h t  b y  r i g h t s  to  h a v e  t a k e n  p la c e  in  t h e  r a te  
o f  in f la t io n ,  h o w e v e r ,  w a s  h e ld  b a c k  b y  t h e  in f lu e n c e  o f  o t h e r  f a c to rs . O n  th e  o n e  h a n d ,  t h e  h ig h e r  
p r o f i t a b i l i ty  o f  e x t e r n a l  s a le s  h e lp e d  to  p r o v id e  g r o u n d s  f o r  b ig g e r  in c r e a s e s  in  t h e  p r ic e s  o f  v a r io u s  
g r o u p s  o f  d o m e s t i c  p r o d u c t s  a n d  p a r t i c u la r ly  in f lu e n c e d  th e  p r ic e s  o f  a g r ic u l tu r a l  g o o d s ,  w h ic h  ro s e  
m o r e  t h a n  t h e  a v e r a g e  b o th  a t  t h e  w h o le s a le  a n d  c o n s u m e r  le v e ls  ( s e e  ta b le  2 4 ) . S e c o n d ly , th e  
a d ju s tm e n t s  in  t h e  p r ic e s  o f  v a r io u s  p u b l ic  s e rv ic e s  ( t e l e p h o n e s ,  e le c tr ic i ty ,  w a te r ,  fu e ls )  w h ic h  w e r e
T ab le  24
C H IL E : E V O L U T IO N  O F  D O M E S T IC  P R IC E S
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
V a r ia t io n  from  D e c e m b e r  to  D ec e m b e i
C o n su m e r p rice  index 174.3 63.5 30.3 38.9 31.2 9.5 20.7 23.1 23.0 26.4
F ood 167.4 59.4 25.5 41.9 30.8 0.1 16.3 26.8 19.8 27.5
C orrec ted  co n su m e r p rice 
index" 197.9 84.2 37.2
W h o le sa le  p rice index 151.5 65.0 38.9 58.3 28.1 -3.9 39.6 25.2 36.5 30.3
Im p o rte d  p ro d u c ts 130.1 79.2 22.2 67.5 12.5 0.5 49.5 33.1 51.3 26.4
D o m e s tic  p ro d u c ts 157.1 61.7 43.2 56.3 31.9 -4.8 37.5 23.3 32.7 31.4
A g ricu ltu ra l p ro d u c ts 148.6 53.0 48.9 52.2 27.7 -14.5 41.7 27.1 19.3 34.8
M in in g  p ro d u c ts 147.7 46 .6 40 .6 85.6 37.8 12.1 33.9 23.5 48.2 19.6
M a n u fac tu res 165.7 70.8 39.6 55.3 33.9 -0.9 35.6 20.9 38.6 31.8
In d ex  of b u ild in g  costs 195.1 78.1 43.7 44 .8 31.8 14.5 5.2 10.3 18.9 23.1
V a r ia t io n  b e tw e e n  armlual av erag es
C o n su m e r p rice  index 211.9 92.0 40.1 33.4 35.1 19.7 9.9 27.3 19.9 30.7
F oo d 212.8 86.2 34.6 31.1 36.1 14.2 3.6 25.8 21.1 28.3
G irre c te d  co n su m e r  p rice 
index" 232 .8 113.8 50.0
W h o le sa le  p rice index 221.1 86.0 42.9 49.4 39.6 9.1 7.2 45.5 24.3 43.4
Im p o rte d  p ro d u c ts 201.6 99.8 34.9 41.7 37.7 4.4 10.9 62.6 28.4 54.8
D o m e s tic  p ro d u c ts 226.1 82.8 45.0 51.3 40.0 10.1 6.4 41.8 23.3 40.4
A g ricu ltu ra l p ro d u c ts 245 .9 79.3 34.7 51.8 41.4 2.7 0.7 51.3 21.0 33.1
M in in g  p ro d u c ts 191.7 73.2 51.1 70.1 54.0 22.3 7.3 40.0 27.4 48 .9
M an u fac tu res 215.5 87.4 52.7 48.3 41.3 13.3 9.9 36.5 24.1 43.5
In d ex  o f  b u ild in g  costs 233.2 109.0 54.9 42.7 40.7 22.5 5.6 9.7 12.9 25.8
Source: National Statistical Institute; Cámara Chilena de la Construcción; José Yáñcz, "Una corrección del índice de precios al consumidor, 
1971 -1977", in Co rue ni arios sobre la situación económica, Department of Economics of the University of Chile; and René Cortázar and 
Jorjic Marshall, "Indice de precios al consumidor en Chile: 1970-1978", Estúdios ClliPLAN, No. í, november 1980.
"1975-1978: based on the index of Cortázar and Marshall.
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F ig u re  4
C H IL E : E V O L U T IO N  O F  D O M E S T IC  P R IC E S
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Source: ECLAC, on the basis o f  inform ation  from the N ational S tatistical Institu te .
F ig u re  5
CHILE: TWELVE-MONTHLY VARIATIONS IN WHOLESALE PRICES
(Percentages)
d e c id e d  u p o n  w i th  a  v ie w  to  r e d u c in g  th e  f isc a l im b a la n c e  h e lp e d  to  k e e p  u p  th e  r a te  o f  c o n s u m e r  
p r i c e  in c r e a s e s  d u r in g  th e  la s t  q u a r t e r  o f  t h e  y e a r . T h e s e  p r ic e s  ro s e  e v e n  m o r e  s te a d ily  t h a n  
w h o le s a le  p r i c e s ,  t h u s  r e v e r s in g  th e  t r e n d  w h ic h  h a d  p r e v a i l e d  d u r in g  th e  f i r s t  h a l f  o f  t h e  y e a r .
b )  Wages a n d  salaries
A v e r a g e  w a g e s  w e n t  d o w n  b y  5 .4 %  in  1985 a n d  th u s  fe ll to  th e  lo w e s t  le v e l  in  th e  la s t  s ix  y e a r s .  
T h e  m in im u m  w a g e ,  f o r  i ts  p a r t ,  r e g i s t e r e d  a  s l ig h t ly  g r e a t e r  d r o p ,  so  t h a t  a s  a  r e s u l t  o f  t h e  s u b s ta n t i a l  
d e c l in e s  w h ic h  i t  h a d  s u f fe re d  in  t h e  p r e v io u s  tw o  y e a r s ,  i ts  r e a l  v a lu e  w a s  m o r e  t h a n  a  t h i r d  lo w e r  
t h a n  t h a t  r e g i s t e r e d  o n ly  t h r e e  y e a r s  b e f o re  ( s e e  t a b le  2 5 ) .
T h e s e  d e c l in e s  w e r e  d u e  e s s e n t ia l ly  to  t h e  e f fe c ts  o f  t h e  r e s u r g e n c e  o f  in f la t io n  r e g i s te r e d  a s  
f ro m  S e p te m b e r  1984 , w h ic h  w a s  n o t  f o l lo w e d  b y  a  s im i la r  in c r e a s e  in  n o m in a l  w a g e s . T h u s ,  a v e ra g e  
r e a l  w a g e s  c o n t r a c te d  s h a rp ly  in  t h e  la s t  q u a r t e r  o f  1984  a n d  s ta g n a t e d  d u r in g  m o s t  o f  t h e  fo l lo w in g  
y e a r  ( s e e  f ig u re  6 ) .
T o w a r d s  t h e  e n d  o f  1 9 8 5 , h o w e v e r ,  t h e  w a g e s  p o lic y  b e c a m e  Je ss  r e s t r i c t i v e  a n d  v a r io u s  e x t r a  
a l lo w a n c e s  a n d  b o n u s e s  w e r e  g r a n t e d ,  w h i le  t h e  a n n u a l  a d ju s tm e n t  o f  t h e  m in im u m  w a g e  a n d  th e  
w a g e s  o f  p u b l ic  e m p lo y e e s  w a s  b r o u g h t  f o rw a r d  to  1 D e c e m b e r .  A s  a  r e s u l t ,  b o th  a v e r a g e  a n d  
m i n im u m  r e a l  w a g e s  in c r e a s e d  d u r in g  t h e  la s t  q u a r t e r  o f  1 9 8 5 , a l th o u g h  th e y  d id  n o t  r e c o v e r  t h e  
le v e ls  r e a c h e d  b e f o re  t h e  e x c h a n g e  a d ju s tm e n t  o f  S e p te m b e r  1984. F u r t h e r m o r e ,  w a g e s  p o lic y  w a s  
m o r e  s e le c t iv e  in  1 9 8 5 , f a v o u r in g  a  f a s te r  r e c o v e ry  b y  th e  lo w e s t  in c o m e  g r o u p s  th r o u g h  th e  g r a n t i n g  
o f  b o n u s e s  o n  a  s l id in g  sc a le  fo r  w a g e s  b e lo w  3 0  0 0 0  p e s o s .  In  a d d i t io n ,  t h e  a l lo w a n c e s  p a id  to  t h o s e  
e n r o l l e d  in  t h e  g o v e r n m e n t  e m p lo y m e n t  p r o g r a m m e s  w e r e  in c r e a s e d  f o r  t h e  f i r s t  t im e  s in c e  O c to b e r  
1982 b y  a  f la t  a m o u n t  o f  1 0 0 0  p e s o s .  T h is  in c r e a s e  m e a n t  t h a t  o n ly  t h e  a l lo w a n c e  fo r  w o r k e r s  in  t h e  
M in im u m  E m p lo y m e n t  P r o g r a m m e  (PE M ) — w h ic h  w a s  b y  fa r  t h e  s m a lle s t—  in c re a s e d  in  r e a l  te r m s .
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C H IL E : E V O L U T IO N  O F  R E A L  W A G E S  A N D  S A L A R IE S
Table 25
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985"
M in im u m  w age 67.5
In d e x e s  (1980 =  100)4 
79 .6  100.7 99 .8  100.0 115.9 116.6 93.9 80.3 76.1
A v e ra g e  w ages 70.5 79.6 84.7 91.8 100.0 109.1 108.7 97.1 97.4 93.0
M in in g 79.7 91.0 88.7 97.5 100.0 103.2 94.8 90.0 92.4 91.2
M a n u fac tu rin g 66.9 75.3 83.3 89.9 100.0 109.6 105.4 94.6 93.8 89.0
E lec tric ity , gas and 
w ate r 70.6 70.7 79.1 88.8 100.0 114.7 111.6 101.5 101.5 101.4
C o m m u n ity  and social 
se rv ices 73.8 83.9 86.6 93.1 100.0 109.0 116.3 100.2 101.1 95.2
C o n s tru c tio n 78.0 81.3 84.8 91.9 100.0 105.6 100.2 75.0 73.4 61.4
M in im u m  w age 10.8
P e rc e n ta g e  
17.9 26.4
v a r ia tio n  
-0.8 0.2 15.9 0.7 -19.5 -14.6 -5.1
A v e ra g e  w ages 0.5 12.9 6.4 8.3 9.0 9.1 -0.4 -10.6 0.3 -4.5
M in in g 4.3 14.1 -2.5 9.9 2.6 3.2 -8.2 -5.1 2.6 -1.3
M a n u fac tu rin g 8.2 12.5 10.5 7.9 11.2 9.6 -3.8 -10.2 -0.9 -5.1
E lectric ity , gas and 
w a te r 0.8 0.1 11.9 12.3 12.6 14.6 -2.7 -9.1 -0.1 -0.1
C o m m u n ity  and social 
se rv ices -12.8 13.7 3.2 7.5 7.4 8.9 6.7 -13.9 0.9 -5.8
C o n s tru c tio n 4.8 4.2 4.3 8.4 8.8 5.6 -5.1 -25.2 -2.2 -16.4
Source: ECLAC, on the basis of data from the National Statistical Institute and the Cámara Chilena de la Construcción.
"Preliminary figures. ADeflacted on the basis of the consumer price index given in table 24. From 1975 to 1978: average forjanuary, April,
July and October. Subsequently, average for 12 months. ' Applicable to private sector manual and non-manual workers not subject to 
special arrangements. rf 1975-1983: wages in middle-level building activities. 1984 and 1985: average wages.
I n  c o n t r a s t ,  t h e  a d ju s tm e n t  g r a n t e d  to  t h o s e  e n r o l l e d  in  t h e  E m p lo y m e n t  P r o g r a m m e  fo r  H e a d s  o f  
H o u s e h o ld s  (PO JH ) d id  n o t  e v e n  m a k e  u p  fo r  t h e  e f fe c ts  o f  in f la t io n ,  so  t h a t  t h e  w a g e s  p a id  u n d e r  th i s  
p l a n  w e n t  d o w n  b y  b e tw e e n  5 %  a n d  2 1  %  in  r e a l  t e r m s  ( s e e  ta b le  2 6 ) .
P a r t ly  a s  a  r e s u l t  o f  th e  p o lic y  o f  g iv in g  g r e a te r  s u p p o r t  to  t h o s e  e a r n i n g  th e  lo w e s t  w a g e s ,  t h e  
e v o lu t io n  o f  r e a l  w a g e s  w a s  r e la t iv e ly  u n i f o r m  fo r  t h e  d i f f e r e n t  o c c u p a t io n a l  g r o u p s ,  in  c o n t r a s t  w i th  
w h a t  h a d  o c c u r r e d  in  t h e  p r e v io u s  y e a r . A s  w a s  to  b e  e x p e c te d ,  t h e  b ig g e s t  d e c l in e s  in  w a g e s  o c c u r r e d  
in  t h e  c a te g o r ie s  r e q u i r i n g  th e  lo w e s t  q u a l i f ic a t io n s  a n d  o f f e r in g  t h e  e a s ie s t  a c c e ss , su c h  a s  s a le s  
e m p lo y e e s  a n d  p e r s o n a l  s e rv ic e  w o r k e r s  ( -6 %  a n d  - 5 % ,  r e s p e c t iv e ly ) .  E v e n  so , h o w e v e r ,  t h e  re a l  
w a g e s  f o r  m o r e  h ig h ly  sk i l le d  e m p lo y m e n t  r e g i s t e r e d  d e c l in e s  t h a t  w e r e  o n ly  s l ig h t ly  le s s  t h a n  th is  
( - 3 % ) .
In  c o n t r a s t ,  t h e  e v o lu t io n  o f  r e a l  w a g e s  w a s  v e ry  v a r ie d  in  t h e  d i f fe r e n t  s e c to r s  o f  t h e  e c o n o m y . 
R e a l  w a g e s  w e n t  d o w n  b y  o n ly  1 %  in  m in in g  a n d  sc a rc e ly  v a r ie d  a t a ll in  p u b l ic  u t i l i t i e s :  b o th  s e c to r s  
in  w h ic h  l a r g e  e n t e r p r i s e s  p r e d o m i n a t e  a n d  t h e  w o r k e r s  h a v e  g r e a t e r  w a g e  b a r g a in in g  c a p a c ity . I n  
c o m m e r c e ,  h o w e v e r ,  r e a l  w a g e s  w e n t  d o w n  s u b s ta n t ia l ly  ( - 7 % ) ,  w h i le  th e y  d r o p p e d  e v e n  m o r e  
m a r k e d ly  in  c o n s t r u c t io n  ( - 1 6 % ) ,  w h e r e  th e y  r e a c h e d  t h e i r  lo w e s t  le v e l  f o r  t h e  p a s t  t e n  y e a r s  ( s e e  
ta b le  2 5 ) .
F in a l ly ,  t h e  1 8 %  r e a d ju s tm e n t  g r a n t e d  a t  t h e  b e g in n in g  o f  t h e  y e a r  in  t h e  w a g e s  o f  p u b l ic  
s e rv ic e  e m p lo y e e s  — w h o  m a k e  u p  t h e  m a jo r i ty  o f  th o s e  e m p lo y e d  in  t h e  " c o m m u n i ty  a n d  so c ia l 
s e rv ic e s "  s e c to r —  w a s  n o t  s u f f ic ie n t  to  o f fs e t  t h e  e f fe c ts  o f  in f la t io n ,  so  t h a t  th e s e  w a g e s  c o n t in u e d  to  
d e t e r i o r a t e  f a s te r  t h a n  th e  a v e ra g e  u p  to  S e p te m b e r  1985 . T h a n k s  to  t h e  m e a s u r e s  a d o p te d  in  t h e  la s t 
q u a r t e r  o f  th e  y e a r ,  h o w e v e r  ( a n  a d v a n c e  r e a d ju s tm e n t  o f  1 4 %  a n d  a d d i t io n a l  b o n u s e s ) ,  t h e s e  w a g e s  
s h o w e d  a  s u b s t a n t i a l  r e c o v e ry  a t  t h e  e n d  o f  t h e  y e a r  ( s e e  f ig u re  7 ) .
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5. Monetary and fiscal policy
a )  T h e  c o n d itio n in g  f a c to r s
T h r e e  fa c to rs  c o n d i t i o n e d  m o n e ta r y  a n d  f isca l e v o lu t io n  in  1 9 8 5 :1 )  t h e  in s u f f ic ie n t  a v a i la b i l i ty  
o f  f o r e ig n  e x c h a n g e ,  w h ic h  m a d e  i t  e s s e n t i a l  to  r e v e r s e  t h e  n e g a t iv e  t r a d e  b a la n c e  r e g i s te r e d  t h e  y e a r  
b e f o re ;  2 )  t h e  n e e d  to  r a i s e  i n v e s tm e n t  f ro m  its  v e ry  lo w  le v e l  o f  t h e  p e r io d  1 9 8 2 -1 9 8 4 , w h ic h  — in  
v ie w  o f  t h e  d e c is io n  to  r e d u c e  th e  b a la n c e - o f - p a y m e n ts  c u r r e n t  a c c o u n t d e f ic it—  a ls o  c a l le d  fo r  t h e  
r a i s in g  o f  d o m e s t ic  s a v in g ;  a n d  3 )  t h e  d e s i r e  t h a t  t h e  p r i v a t e  s e c to r  s h o u ld  o n c e  a g a in  b e g in  to  p la y  a  
d y n a m ic  r o le  in  t h e  e c o n o m y , w h ic h  m a d e  i t  n e c e s s a ry  to  c le a r  u p  th e  f in a n c ia l  s i tu a t io n  o f  t h e  
e n t e r p r i s e s  w i th  h e a v y  d e b t s  a n d  t h e  b u lk  o f  t h e  o ffic ia lly  in t e r v e n e d  f in a n c ia l  sy s te m .
i)  The agreement with the International M onetary Fund. A s  a lre a d y  n o te d ,  in  1984  t h e  c u r r e n t  
a c c o u n t  d e f ic i t  w a s  e q u iv a le n t  to  a p p r o x im a te ly  1 0 .5 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  a n d  w a s  a b o u t 
o n e - t h i r d  ( o r  U S $ 7 0 0  m i l l io n )  h i g h e r  t h a n  t h e  a m o u n t  a g re e d  w i th  t h e  IMF. C o n s e q u e n t ly ,  in  1985 
t h e  e v o lu t io n  o f  t h e  e c o n o m y  h a d  to  t a k e  p la c e  in  a  c o n te x t  o f  g r e a t e r  s h o r t a g e  o f  f o r e ig n  e x c h a n g e  
th a n  in  t h e  p r e v io u s  y e a r .  S p e c if ic a lly , t h e  n e w  a g r e e m e n t  s ig n e d  w i th  t h e  F u n d  p r o v id e d  fo r  c u r r e n t  
a c c o u n t  d e f ic i t  f i n a n c in g  o f  U S $ 1  3 8 0  m i l l io n ,  e q u iv a le n t  to  a b o u t  7 %  o f  t h e  g r o s s  d o m e s t ic  p ro d u c t .  
F u r t h e r m o r e ,  a s  t h e  b u lk  o f  t h e  a d ju s tm e n t  h a d  b e e n  c a r r ie d  o u t  b y  s h a rp ly  r e d u c in g  e x p e n d i tu r e  a n d , 
in  p a r t i c u l a r ,  i n v e s tm e n t ,  i t  w a s  a g r e e d  t h a t  t h e  r e d u c t io n  in  e x t e r n a l  s a v in g  im p l ic i t  in  t h e  lo w e r  
c u r r e n t  a c c o u n t  d e f ic i t  s h o u ld  b e  c o m p e n s a t e d  fo r  b y  a n  in c r e a s e  in  d o m e s t ic  s a v in g . T h u s ,  t h e  
c o n t r a c t io n  in  e x t e r n a l  s a v in g  e q u iv a l e n t  to  a r o u n d  3 .5 %  o f  t h e  p r o d u c t  w o u ld  h a v e  to  b e  o f fs e t  b y  
a p p r o x im a te ly  e q u iv a le n t  in c r e a s e s  in  p r i v a t e  a n d  p u b l ic  s a v in g . T h is ,  in  tu r n ,  m e a n t  t h a t  t h e  p u b l ic  
s e c to r  d e f ic i t  m u s t  b e  r e d u c e d  f ro m  a p p r o x im a te ly  4 .2 %  o f  t h e  G D P in  1984  to  3 %  in  1985  (a f te r  t h e  
e a r th q u a k e ,  i t  w a s  a g r e e d  t h a t  t h i s  p r o p o r t i o n  c o u ld  b e  r a is e d  to  3 .5 % ,  p r o v id e d  t h a t  m o r e  e x te r n a l  
f in a n c in g  w e r e  o b ta in e d ) .  A s  i t  h a d  a lso  b e e n  a g re e d  to  g iv e  t h e  p r i v a t e  s e c to r  a  m o r e  d y n a m ic  r o le ,
F ig u re  6










C H IL E : M I N IM U M  W A G E , A N D  A L L O W A N C E S  P A I D  
IN  G O V E R N M E N T  E M P L O Y M E N T  P R O G R A M M E S
M in im u m  m o n th ly  w a g e
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985°
Nominal* 565 1 279 2 265 2 996 4 056 5 625 6 223 6 378 6 534 8 100
Realc
M o n th ly  a llo w a n c e  p a id  in  
M in im u m  E m p lo y m e n t 
P r o g r a m m e
2 073 2 195 2 592 2 511 2 515 2 914 2 933 2 362 2 019 1915
Nominal 461 704 834 992 1 275 1 300 1 650 2 000 2 000 3 000
Realf
M o n th ly  a llo w a n c e  p a id  in  
P ro g r a m m e  to  R e a c tiv a te  
E m p lo y m e n t fo r H e a d s  o f  
H o u s e h o ld s
Labourers
1 690 1 209 954 831 791 674 778 741 618 709
Nominal - - - - - - 4 000 4 000 4 000 5 000
Realf
Foremen
- - - - - - 1 690 1 481 1 236 1 182
Nominal - - - - - - 8 000 8 000 8 000 9 000
Real1
Supervisors
- - - - - - 3 380 2 963 2 472 2 128
Nominal - - - - - - - 15 000 15 000 16 000
Realc
Senior Staff
- - - - - - - 5 456 4 634 3 782
Nominal - - - - - - - 30 000 30 000 31 000
Realf - - - - - - - 10 911 9 269 7 328
Source: fcCLAC, on the basis of ddtu from the National Statistical Institute.
"Preliminary figures. Pesos. 'Pesos of December 1978, on the basis of the corrected consumer price index given in table 21.
Table 27
C H IL E : F IN A N C I A L  I N D IC A T O R S  O F  L IM IT E D  C O M P A N IE S ”
(Percentages)
December
1 9 8 0 1981 1 9 8 2  19 8 3 1 9 8 4 1 9 8 5
In d e b te d n e ss
Capital
53.9 63.4 92.0 86.1 90.8 99.9
Profits
Capital and reserves
6.4 1.1 -12.3 -6.6 1.3 -2.1
Financial costs 
Income from operations
5.0 8.5 15.5 8.5 8.5 6.4
Source: Santiago Stock exchange, Reseña de Valores /9H5 and Análisis Financiero Sectorial* March 198.V 
"It should be noted rhat the data for the period 1983-1985 are not strictly comparable with those for 1980-1982, 
the sample of limited companies used. Nevertheless, they give useful orders of magnitude.
since there was a difference in
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t h e  r e d u c t io n  in  t h e  d e f ic i t  w o u ld  h a v e  to  b e  e f fe c te d  th r o u g h  r e d u c t io n s  in  p u b l ic  e x p e n d i t u r e  a n d  n o t  
t h r o u g h  in c r e a s e d  ta x a t io n .  F in a l ly ,  in  v ie w  o f  t h e  im p o r t a n c e  a s s ig n e d  to  in c r e a s in g  in v e s tm e n t ,  
r e d u c in g  th e  d e f ic i t  h a d  to  b e  b a s e d  o n  c u ts  in  c u r r e n t  e x p e n d i tu r e .  T h e  t e r m s  o f  t h e  a g r e e m e n t  w e r e  
t h e r e f o r e  v e ry  s e v e re ,  s in c e  t h e  a d d i t io n a l  s a v in g  e f fo r t  in v o lv e d  ( 3 .5 %  o f  t h e  G D P) w a s  a lm o s t  
e q u iv a le n t  to  t h e  m a x im u m  in c r e a s e  f o r e s e e n  f o r  o v e r a l l  e c o n o m ic  a c tiv ity  ( 4 % ) .
I n  c o n t r a s t  w i th  t h e  f isca l a u s te r i ty  in v o lv e d  in  t h e  p r o g r a m m e ,  t h e  m o n e ta r y  g o a ls  se t  w e r e  
e a sy  to  a t ta in .  A l th o u g h  th e  in f la t io n  p r o je c te d  fo r  1985 ( 2 5 % )  w a s  s im i la r  to  t h a t  r e g i s t e r e d  in  1984 , 
t h e  p r o g r a m m e  p r o v id e d  fo r  a  m a r k e d  re c o v e ry  in  t h e  d e m a n d  fo r  m o n e y . C o n s e q u e n t ly ,  i t  p r o v id e d  
fo r  r e a l  in c r e a s e s  o f  a lm o s t  1 6 %  fo r  m o n e y  is s u e  a n d  2 6 %  fo r  p r i v a t e  s e c to r  m o n e y  ( M ,) .  I t  w a s  
c o n s id e r e d  t h a t  th e  e x c h a n g e  a n d  f in a n c ia l  c r i s i s  o f  1982 a n d  1983 h a d  b r o u g h t  t h e  m o n e ta r y  
a g g r e g a te s  b e lo w  t h e i r  e q u i l ib r iu m  le v e ls ,  a n d  i t  w a s  t h e r e f o r e  a s s u m e d  t h a t  t h e  le s s e r  u n c e r ta in ty  
e x p e c te d  to  e x is t  in  1985 w o u ld  g iv e  r i s e  to  a n  in c r e a s e  in  t h e  d e m a n d  f o r  m o n e y  in  s p i t e  o f  t h e  
a b s e n c e  o f  an y  c h a n g e  in  t h e  p r o je c te d  r a t e  o f  in f la t io n .
ii)  Reorganization o f  the domestic financial situation. T h e  a g r e e m e n t  w i th  t h e  IMF e n s u r e d  th e  
a v a i la b i l i ty  o f  t h e  e s s e n t ia l  e x t e r n a l  s a v in g  a n d  la id  d o w n  m e a s u r e s  fo r  in c r e a s in g  p u b l ic  s a v in g  a n d  
i n v e s tm e n t .  W h e t h e r  to t a l  i n v e s tm e n t  r e a lly  d id  in c r e a s e  o r  n o t  w o u ld  d e p e n d  la rg e ly , h o w e v e r ,  o n  
w h e th e r ,  o r  n o t  t h e  p r i v a t e  s e c to r  in c r e a s e d  i ts  i n v e s tm e n t .  T h is  n o t  o n ly  c a lle d  f o r  a  s u i ta b le  
m a c r o e c o n o m ic  f r a m e w o rk ,  b u t  a ls o  f o r  sp e c if ic  p o l ic ie s  to  e n c o u r a g e  p r i v a t e  i n v e s tm e n t  a n d , in  
p a r t i c u l a r ,  to  c la r ify  t h e  f in a n c ia l  s i t u a t io n  o f  e n t e r p r i s e s .  T h is ,  in  t u r n ,  m a d e  i t  n e c e s sa ry  to  s o lv e  t h e  
p r o b le m  o f  th e  e x c e s s  o f  in d e b te d n e s s  o f  e n t e r p r i s e s :  a  p r o b le m  w h ic h ,  in  s p i t e  o f  t h e  m e a s u r e s  t a k e n  
b y  t h e  a u th o r i t i e s  in  p r e v io u s  y e a r s ,  w a s  fa r  f ro m  h a v i n g  b e e n  so lv e d . In  fa c t, in  s p i t e  o f  t h e  p r e v io u s  
r e s c h e d u l in g  e x e r c is e s  a n d  t h e  d r o p  in  f in a n c ia l  c o s ts ,  t h e  d e b t / c a p i t a l  r a t i o  o f  e n t e r p r i s e s  a t  t h e  e n d  
o f  1 9 8 4  w a s  5 0 %  h i g h e r  t h a n  t h a t  w h ic h  e x is te d  b e f o re  t h e  c r is is  a n d  w a s  s im i la r  to  t h a t  r e g i s t e r e d  in  
1 9 8 2 , w h ic h  w a s  t h e  y e a r  w h e n  th e  c r is is  c a m e  to  a  h e a d  ( s e e  ta b le  2 7 ) .  C o n s e q u e n t ly ,  ¡ n e a r ly  1985 th e  
e c o n o m ic  a u th o r i t i e s  w e r e  fa c e d  w i th  t h e  d i l e m m a  o f  f in d in g  m e a s u r e s  t h a t  w o u ld  m a k e  p o s s ib le  
s u f f ic ie n t  r e l i e f  o f  th e  d e b t  b u r d e n  o n  e n t e r p r i s e s  in  o r d e r  to  im p r o v e  t h e i r  f in a n c ia l  s i tu a t io n  a n d  
th u s  e n c o u r a g e  p r i v a t e  i n v e s tm e n t ,  w i th o u t  t h e s e  m e a s u r e s  m e a n in g  t h a t  t h e  g o v e r n m e n t  m u s t  
i n v o lv e  i t s e l f  in  s ig n i f ic a n t  a d d i t io n a l  lo s s e s .
T h e  d e c is io n  ta k e n  in  t h i s  c a s e  — a ls o  e x p l ic i t ly  s e t  f o r th  in  t h e  a g r e e m e n t  w i th  t h e  F u n d —  
c o m p r i s e d  th e  f o l lo w in g  e l e m e n ts :  a )  g r a d u a l ly  r e d u c in g  t h e  g o v e r n m e n t  s u b s id ie s  c a lle d  fo r  b y  th e  
p r o g r a m m e s  a lre a d y  e m b a r k e d  o n ;  b )  p u t t i n g  a n  e n d  to  t h e  g lo b a l  r e s c h e d u l in g  p r o c e s s e s  a n d  
s t a r t i n g  c a s e -b y -c a s e  r e s c h e d u l in g  (w h e re b y  i t  w a s  h o p e d  to  l im i t  t h e  b e n e f i t s  o f  su c h  r e s c h e d u l in g  
so le ly  to  v ia b le  e n t e r p r i s e s  a n d  f u r t h e r m o r e  o n ly  to  t h e  e x t e n t  t h a t  th o s e  e n t e r p r i s e s  r e q u i r e d  su c h  
a s s i s t a n c e ) ;  a n d  c )  r e g u la r i z in g  a n d  r e - p r i v a t i z i n g  t h e  g o v e r n m e n t - in t e r v e n e d  b a n k in g  s y s te m  a n d  
c a p i ta l i z in g  i ts  d e b t  w i th  t h e  C e n tr a l  B a n k .
In  o r d e r  to  a c h ie v e  th e  f ir s t  o f  th e s e  o b je c t iv e s ,  a t  t h e  e n d  o f  J u n e  t h e  g o v e r n m e n t  a n n o u n c e d  
t h e  g r a d u a l  e l im in a t io n  o f  t h e  su b s id y  fo r  t h e  p r e f e r e n t i a l  d o l la r ,  w h ic h  w o u ld  c o m p le te ly  d i s a p p e a r  
a f te r  18 m o n th s .  T h is  m e a s u r e  w a s  a g re e d  u p o n  a t  t h e  s a m e  t im e  a s  a n  8 .4 %  in c r e a s e  in  t h e  e x c h a n g e  
r a t e  a n d  a  r e d u c t io n  in  t h e  g e n e r a l  r a t e  o f  ta r i f f s  f ro m  3 0 %  to  2 0 % . T h u s ,  t h e  g e n e r a l iz e d  b e n e f i t s  
w h ic h  h a d  b e e n  e x te n d e d  so  f a r  to  a ll e n t e r p r i s e s  o r  p e r s o n s  w i th  d e b t s  in  d o l l a r s  w a s  t r a n s f e r r e d  to  
e x p o r t e r s  (w h o  b e n e f i te d  b o th  f ro m  t h e  d e v a lu a t io n  a n d  t h e  r e d u c t io n  in  ta r i f f s ) .  F o r  e n t e r p r i s e s  
p r o d u c in g  g o o d s  w h ic h  c o m p e te d  w i th  im p o r t s ,  in  c o n t r a s t ,  t h e  d e v a lu a t io n  w a s  o f fs e t  b y  th e  ta r i f f  
r e d u c t io n ,  so  t h a t  th e y  w o u ld  b e  in  a  n e t  in f e r io r  p o s i t i o n  ( n e u t r a l  in  t e r m s  o f  t h e  c o m p e n s a te d  
d e v a lu a t io n  a n d  w o r s e  in  t e r m s  o f  t h e  e l im in a t io n  o f  t h e  su b s id y  fo r  t h e  p r e f e r e n t i a l  d o l l a r ) ,  w h i le  
f in a lly  i t  w a s  e n t e r p r i s e s  p r o d u c in g  n o n - t r a d e a b le  g o o d s  w h ic h  su f fe re d  m o s t ,  s in c e  th e y  lo s t  t h e  
su b s id y  a t  t h e  s a m e  t im e  t h a t  th e y  s u f fe re d  a  d r o p  in  t h e  p r ic e s  o f  g o o d s  ( c o m p a re d  w i th  t h e  p r ic e s  o f  
e x p o r t s ) .  A l to g e th e r ,  h o w e v e r ,  t h e s e  m e a s u r e s  m a d e  i t  p o s s ib le  to  b r in g  p r i v a t e  p r o f i ta b i l i ty  c lo s e r  to  
so c ia l p r o f i t a b i l i ty ,  t h u s  f a c i l i ta t in g  th e  d e t e r m i n a t i o n  o f  t h e  t r u e  v ia b il i ty  o f  e n t e r p r i s e s  a n d  h e n c e  
m a k in g  i t  p o s s ib le  to  c h a n n e l  t h e  p u b l ic  f in a n c ia l  s u p p o r t  to  in d e b te d  e n t e r p r i s e s  m o r e  e ffe c tiv e ly .
A t  t h e  s a m e  t im e ,  v a r io u s  m e a s u r e s  w e r e  a d o p te d  to  f a c i l i ta te  t h e  c a s e -b y -c a s e  r e s c h e d u l in g .  
A m o n g  th e m  w a s  t h e  a u th o r i z a t i o n  to  t h e  b a n k s  to  c o n v e r t  p a r t  o f  t h e i r  p r i v a t e  s e c to r  lo a n s  in to  
c a p i ta l ,  t h e  g r a n t i n g  to  t h e  b a n k s  o f  lo n g - te r m  e x c h a n g e  in s u r a n c e  (w h ic h  m a d e  i t  e a s ie r  f o r  t h e m  to  
r e p r o g r a m m e  t h e  c r e d i t s  g r a n t e d  b y  th e m  to  t h e i r  d e b to r s  to  m a tu r i t i e s  s im i la r  to  t h o s e  o b ta in e d  b y  
t h e  c o u n t r y  in  t h e  r e n e g o t i a t i o n  o f  i ts  e x t e r n a l  d e b t ) ,  a n d  th e  e s t a b l i s h m e n t  o f  a  p i lo t  p r o je c t  ( w i th  
t h e  s u p p o r t  o f  a  W o r ld  B a n k  lo a n )  to  fa c i l i ta te  t h e  f in a n c ia l  r e s t r u c tu r in g  o f  2 0  to  3 0  in d u s t r ia l  
e n t e r p r i s e s  p r o d u c in g  in t e r n a t io n a l ly  t r a d e a b le  g o o d s .
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F in a l ly ,  t h e  r e - c a p i ta l i z a t io n  a n d  r e - p r i v a t i z a t i o n  o f  t h e  g o v e r n m e n t - i n t e r v e n e d  b a n k in g  
s y s te m  w a s  p r o m o te d  t h r o u g h  t h e  s y s te m  o f  " p o p u la r  c a p i t a l i s m " .  I n  e s s e n c e ,  th i s  m e a n t  c o n v e r t in g  
p a r t  o f  t h e  d e b t  w h ic h  t h e  c o m m e r c ia l  b a n k s  h a d  w i th  t h e  C e n t r a l  B a n k  in to  p r e f e r e n c e  s h a re s  w h ic h  
t h e  C e n t r a l  B a n k  w o u ld  t h e n  p la c e  o n  th e  m a r k e t  o n  t e r m s  e x t r e m e ly  f a v o u ra b le  to  t h e  b u y e rs .  T h e  
to t a l  a m o u n t  o f  t h e  d e b t s  t h u s  c a p i ta l i z e d  m u s t  b e  e n o u g h  to  e n a b le  t h e  b a n k s  to  p a y  o f f  t h e  b a la n c e  o f  
t h e i r  d e b t  w i t h  t h e  C e n t r a l  B a n k , b u y  b a c k  t h e i r  p o r t f o l i o  o f  o v e r d u e  d e b ts ,  a n d  p a y  a t t r a c t iv e  
d iv id e n d s  to  t h e  p u r c h a s e r s  o f  t h e  p r e f e r e n c e  s h a r e s  is su e d .
b) M o n e ta r y  p o l ic y
A s  a lre a d y  n o te d ,  t h e  m o n e ta r y  p r o g r a m m e  fo re s a w  a  s u b s ta n t i a l  r e c o v e ry  in  t h e  d e m a n d  fo r  
m o n e y  a n d , c o n s e q u e n t ly ,  in  t h e  m a in  m o n e ta r y  a g g r e g a te s ,  t h e  r e a l  le v e l  o f  w h ic h  h a d  e i t h e r  f a l le n  
o r  fa i le d  to  r e g i s t e r  an y  s ig n i f ic a n t  in c r e a s e  b e tw e e n  1982  a n d  1984 . I n  1985 t h e r e  w a s  in d e e d  a n  
in c r e a s e  in  r e a l  t e r m s  in  m o n e y  is s u e  ( 6 % ) ,  M , ( 1 .5 % ) ,  t e r m  d e p o s i t s  a n d  M 2 ( 1 0 % )  ( s e e  t a b le  2 8 ) . 
N e v e r t h e l e s s ,  t h e  e x p a n s io n  in  t h e  m o n e ta r y  a g g r e g a te s  w a s  s ig n if ic a n t ly  le s s  t h a n  h a d  b e e n  
p r o g r a m m e d ,  p a r t i c u la r ly  in  t h e  c a s e  o f  p r i v a t e  s e c to r  m o n e y ,  s in c e  t h e  e x p e c te d  re c o v e ry  in  th e  
d e m a n d  f o r  m o n e y  fa i le d  to  m a te r ia l i z e .  T h is  w a s  p r o b a b ly  in f lu e n c e d  b y  th e  a c c e le ra t io n  in  in f la t io n  
in  t h e  f i r s t  h a l f  o f  t h e  y e a r  a n d  b y  th e  u n c e r ta in ty  c a u s e d  b y  t h e  s te a d y  d e t e r i o r a t i o n  in  t h e  t e r m s  o f  
t r a d e ,  t h e  tw o  m a x i - d e v a lu a t io n s  c a r r ie d  o u t  in  F e b r u a ry  a n d  J u n e ,  a n d  th e  f a i lu re  to  fu lfil t h e  t r a d e  
s u r p lu s  t a r g e t  s e t  f o r  t h e  f i r s t  h a l f  o f  t h e  y e a r .  F u r t h e r m o r e ,  t h e  s c a n t  im p r o v e m e n t  in  t h e  e x te r n a l  
a c c o u n ts  d u r in g  th i s  p e r io d  o b l ig e d  t h e  a u th o r i t i e s  to  h o ld  b a c k  t h e  e x p a n s io n  o f  d o m e s t ic  c r e d i t  
b e tw e e n  F e b r u a r y  a n d  Ju ly . T h u s ,  i t  w a s  o n ly  in  t h e  la s t  fo u r  m o n t h s  o f  t h e  y e a r  — w h e n  t h e  e x te r n a l  
s i t u a t io n  im p r o v e d  a n d  t h e  g a p  b e tw e e n  th e  p a r a l l e l  d o l l a r  a n d  t h e  o ffic ia l d o l l a r  g r e w  s m a lle r —  t h a t  
r e a l  m o n e y  i s s u e  a g a in  e x c e e d e d  t h e  le v e ls  r e a c h e d  in  t h e  la s t  q u a r t e r  o f  1984.
T ab le  28
C H IL E : M O N E T A R Y  I N D IC A T O R S
D ec e m b e r averages
for each year G ro w th  ra te s
(b illions o f  pesos)
1983 1984 1985° 1982 1983 1984 1985°
M o n e y  issu e  (E ) 70,1 82.5 110.5 -29.3 13.6 17.6 33.9
T o ta l  m o n e y  su p p ly 138.7 148.6 199.7 -19.7 21.1 7.1 34.4
P riv a te  se c to r  (M [) 95.2 102.4 131.4 -9.1 26.8 7.6 28.3
P u b lic  sec to r (P s ) 43.5 46.2 68.3 -34.3 10.3 6.1 47.8
T e rm s  d e p o s i ts  (T D ) 262 .2 347.8 496.1 11.9 -4 .2 32.6 42 .6
F ro m  30  to  89 days 128.2 159.9 218.6 7.1 -42.1 24.7 36.7
F ro m  90 to  365 days 80.2 132.4 209 .7 127.2 182.4 65.1 58.4
R e ad ju stab le 73.6 121.1 201.7 838.5 202.0 64.6 66.6
N o n -re a d ju s ta b le 6.6 11.3 8.0 -59.6 -31.1 70.1 -29.2
O v er o n e  year 53.8 55.5 67.8 -6.3 127.4 3.1 22.2
P r iv a te  m o n e y  + te rm  d e p o s i ts
(M 2 =  M , + T D ) 357.4 450 .2 627.5 6.6 9.6 26 .0 39.4
B ank  q u a s i-m o n e y  ( D 2)' 339.8 462 .3 665.5 9.1 -4 .8 36.1 44 .0
T e rm  d e p o s its 262.2 347.8 496.1 11.9 20.7 32.6 42 .6
S avings d e p o s its 80.1 101.2 142.4 8.6 67.6 26.3 40.7
L o an s  b y  th e  b a n k in g  sy s tem
N a tio n a l  cu rrency 636.4 924.4 1 315.1 7.8 22.5 45.3 42.3
F o re ig n  cu rrency 4  838.1 3 825.0 2  703.2 -18.5 -24.8 -21.0 -29.3
Source: Central Bank of Chile, Síntesis Monetaria
”Preliminary figures. * Includes bonds of the Department of Savings and Investments (DAI). ' Includes other deposits for less than
30 days. Millions of dollars.
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CHILE
C H IL E : B A N K  IN T E R E S T  R A T E S
Table 29
1980 1981 1982 1983 1984 1985
198;' a
in IVI II
N o m in a l
S h o rt- te rm  d ep o s its 37.4 40.8 47.8
S h o rt- te rm  loans 46.9 51.9 63.1
R eal
N o n - re a d ju s ta b le
o p e ra t io n s
S h o rt- te rm  d ep o s its 4.7 28.6 22.4
S h o rt- te rm  loans 12.0 38.7 35.1
R e a d ju s ta b le  o p e ra t io n s  
D e p o s its 8.4 13.1 12.0
L o an s 15.4 14.5 16.9
27.9 26.1 31.6 32.9 42.4 28.4 23.5
42.7 37.2 40.4 47.0 50.5 35.7 29.4
3.9 2.3 4.1 -2.7 3.9 12.2 3.7
15.9 11.4 11.4 7.6 9.8 18.5 8.6
7.7 8.4 8.2 8.8 9.3 7.7 6.8
9.8 9.0 9.4 9.5 9.4 9.8 9.1
Source: Cenrral Bank of Chile.
"Annual rates projected on the basis of quarterly rates. Calculated on the basis of the nominal rates published by the Cent ral Bank, the
corrected consumer price index given in table 24, and the consumer price index of the National Statistical Institute (period 1979-1982).
T ab le  30
C H IL E : I N D IC A T O R S  O F  T H E  F IN A N C I A L  S IT U A T IO N  
O F  T H E  D O M E S T IC  P R IV A T E  B A N K IN G  S Y S T E M
(Billians of pesos)
T ota l loans"
O v erd u e  loans
L oans sold to  C e n tra l B ank
C apita l and rese rv es
P ro v is io n s
O p e ra tin g  re su lts
O v erd u e  loans sold
C a p ita l, rese rv es and p ro v is io n s
O v erd u e  loans sold
T ota l loan s +  o v e rd u e  loans +  o v erd u e  loans sold
D ec e m b e r
1983 1984 1985







199? 2 0 % 309?
Source: Santiago Stock LxchanAc.
"Total current loans: i.e.. excluding overdue loans and overdue loans sold.
F o r  its  p a r t ,  th e  re a l  i n t e r e s t  r a te  o n  lo a n s  u n d e r w e n t  v i r tu a l ly  n o  c h a n g e  b e tw e e n  1984  a n d  
1 9 8 5 , c o n t in u in g  to  f lu c tu a te  a r o u n d  9 .5 %  fo r  r e a d ju s ta b le  o p e r a t i o n s  a n d  a r o u n d  1 1 .5 %  fo r  
n o n - r e a d ju s t a b l e  s h o r t - t e r m  t r a n s a c t io n s  ( s e e  ta b le  2 9 ) . T h e s e  r a te s  ( w h ic h  w e r e  m u c h  lo w e r  t h a n  
th o s e  p r e v a i l i n g  b e tw e e n  1975 a n d  1 9 8 2 ), t o g e th e r  w i th  th e  r e s c h e d u l in g  o f  d e b ts  a n d  th e  p e r io d s  o f  
g r a c e  g r a n t e d  to  e n t e r p r i s e s ,  h e lp e d  to  b r in g  a b o u t  a  r e d u c t io n  in  th e  r a t io  o f  f in a n c ia l  c o s ts  to  
o p e r a t i n g  r e v e n u e s  f ro m  1 5 .5 %  in  1982  to  6 .4 %  in  1985 ( s e e  ta b le  2 7 ) . N e v e r th e l e s s ,  i n t e r e s t  r a te s  
w e r e  h ig h  n o t  o n ly  in  c o m p a r i s o n  w i t h  th e  re a l  le v e l  o f  LIBOR ( 4 % ) ,  b u t  a lso  in  c o m p a r i s o n  w i th  th e  
e c o n o m ic  g r o w t h  ra te .  P a r t ly  b e c a u s e  o f  th is ,  th e  p r o p o r t i o n  o f  th e  to ta l  p la c e m e n ts  o f  c o m m e r c ia l  
b a n k s  r e p r e s e n t e d  b y  th e  o v e r d u e  o r  h ig h - r i s k  p o r t f o l io  a n d  th e  p o r t f o l io  so ld  to  th e  C e n t r a l  B a n k  
w a s  a  g o o d  d e a l  h ig h e r  in  1985  t h a n  in  th e  p r e v io u s  tw o  y e a r s  ( s e e  t a b le  3 0 ).
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Table 31
C H IL E : P U B L IC  S E C T O R  IN C O M E  A N D  E X P E N D IT U R E  
(Percentages of gross domestic product)
A . G e n e ra l g o v e rn m e n t
1. C u rre n t incom e
2. C u rre n t ex p e n d itu re
3. C u rre n t su rp lu s (1-2)
B . S ta te  e n te rp r is e s
4. O p e ra tin g  su rp lu s
5. N e t  tra n sfe rs  to  g en e ra l g o v e rn m e n t
6. C u rre n t su rp lu s (4-5)
C. P u b lic  se c to r
7. C u rre n t su rp lu s (3 + 6 )
8. N e t  cap ita l incom e
9. G ro ss cap ita l fo rm a tio n  (1 0 + 1 1 )
10. G en e ra l g o v e rn m e n t
11. S ta te  e n te rp rise s
12. C ap ita l su rp lu s (8 -9)















Source: LCLAC, on the basis (if official data. 
a Preliminary figures.
c) Fiscal developments
A s  a  r e s u l t  o f  th e  r e a c t iv a t io n  p o lic y  a p p l ie d  in  1 9 8 4 , th e  p u b lic  s e c to r  d e f ic it  ro se  m a rk e d ly  in  
t h a t  y e a r  to  th e  e q u iv a le n t  o f  4 .2 %  o f  th e  g r o s s  d o m e s t ic  p ro d u c t :  th e  h ig h e s t  p r o p o r t i o n  r e g is te r e d  
s in c e  1974. A c c o r d in g  to  th e  a d ju s tm e n t  p r o g r a m m e  a g re e d  w i th  th e  I n t e r n a t i o n a l  M o n e ta ry  F u n d , 
th i s  c o e f f ic ie n t  sh o u ld  h a v e  g o n e  d o w n  to  3 %  in  1 9 8 5 , b o th  b e c a u s e  o f  th e  s m a l le r  e x te r n a l  r e s o u rc e s  
a v a i la b le  to  th e  c o u n try  a n d  b e c a u s e  o f  th e  n e e d  to  re d u c e  th e  p r e s s u r e  e x e r te d  b y  th e  f in a n c in g  o f  th e  
p u b lic  s e c to r  im b a la n c e  o n  d o m e s t ic  i n te r e s t  r a te s .  In  o r d e r  to  p r o m o te  p r iv a te  s a v in g  a n d  in c r e a s e  
i n v e s tm e n t ,  th e  r e d u c t io n  in  th e  p u b lic  s e c to r  d e f ic i t  w a s  to  b e  a c h ie v e d  t h r o u g h  a  c u t  in  c u r r e n t  
s p e n d in g  r a th e r  t h a n  t h r o u g h  a n  in c r e a s e  in  ta x a t io n .  T h is  l a t t e r  c o u rse  w a s  a lso  l im i te d  b y  th e  
c o m in g  in to  fo rce  o f  th e  ta x  r e fo r m  — w h ic h  p ro v id e d  fo r a  r e d u c t io n  in  in c o m e  ta x  in  o r d e r  to  
e n c o u r a g e  th e  r e in v e s tm e n t  o f  b u s in e s s  p r o f i t s  a n d  p r iv a te  s a v in g —  a n d  b y  th e  c u ts  in  th e  g e n e r a l  
r a te  o f  ta r i f f s  d e c re e d  in  M a rc h  a n d  Ju ly .
In  fac t, h o w e v e r ,  c u r r e n t  g e n e r a l  g o v e r n m e n t  in c o m e  in c r e a s e d  in  rea l t e r m s ,  d u e  b a s ic a lly  to  
th e  b e t t e r  c o n t r o l  e x e r te d  o v e r  ta x  e v a s io n  a n d  th e  in c r e a s e  in  th e  r e v e n u e  f ro m  fo re ig n  t r a d e  ta x e s  
d u e  to  th e  c o n s id e ra b le  r is e  in  th e  e x c h a n g e  ra te .  A t  th e  s a m e  t im e ,  c u r r e n t  g o v e r n m e n t  e x p e n d i tu r e  
w e n t  d o w n , m a in ly  as a  r e s u l t  o f  th e  d r o p  in  th e  re a l w a g e s  o f  p u b l ic  e m p lo y e e s ,  th e  re a l r e d u c t io n  o f  
a p p r o x im a te ly  5 %  in  p u r c h a s e s  o f  c o n s u m e r  g o o d s  a n d  s e rv ic e s , a n d  th e  d r o p  in  re a l e x p e n d i tu r e  o n  
p e n s io n s  c a u s e d  b y  th e  p o s t p o n e m e n t  o f  th e  a u to m a t ic  r e a d ju s tm e n t  w h ic h  sh o u ld  h a v e  b e e n  a p p l ie d  
to  th e  la t t e r  w h e n  th e  a c c u m u la te d  in f la t io n  s in c e  th e  la s t  p e n s io n  in c r e a s e  r e a c h e d  1 5 % .
A s  a  r e s u l t  o f  th e s e  c h a n g e s ,  th e  c u r r e n t  d e f ic it  o f  g e n e r a l  g o v e r n m e n t  w e n t  d o w n  f ro m  th e  
e q u iv a le n t  o f  3 %  o f  th e  g r o s s  d o m e s t ic  p r o d u c t  in  1984  to  o n ly  1%  in  198 5 . A t  th e  s a m e  t im e ,  th e  
s u r p lu s e s  o f  S ta te  e n t e r p r i s e s  g r e w  b y  th e  e q u iv a le n t  o f  a lm o s t  1 %  o f  th e  p r o d u c t ,  d u e  m a in ly  to  th e  
in c r e a s e s  in  th e  p r ic e s  a n d  sc a le s  o f  c h a r g e s  o f  th e  g o o d s  a n d  s e rv ic e s  p r o d u c e d  b y  th e s e  e n te r p r i s e s .  
T h u s ,  th e  c u r r e n t  s u r p lu s  o f  t h e  p u b l ic  s e c to r  in c r e a s e d  a lm o s t  s ix fo ld  to  th e  e q u iv a le n t  o f  35  %  o f  th e  
g ro s s  d o m e s t ic  p ro d u c t .  H e n c e ,  e v e n  th o u g h  p u b l ic  i n v e s tm e n t  g r e w  b y  1 5 %  in  re a l t e r m s ,  th e  p u b lic  
s e c to r  d e f ic it  w e n t  d o w n  to  le s s  th a n  3 %  o f  th e  g r o s s  d o m e s t ic  p r o d u c t  ( s e e  ta b le  31 ).
M o r e  t h a n  h a l f  o f  p u b l ic  i n v e s tm e n t  in  1985 w a s  c a r r ie d  o u t  b y  th e  S ta te  e n t e r p r i s e s ,  e s p e c ia l ly  
th o s e  e n g a g e d  in  e x p o r t  a c t iv i t ie s  o r  th e  p r o d u c t io n  o f  g o o d s  t h a t  co u ld  re p la c e  im p o r t s .  G e n e r a l  
g o v e r n m e n t  i n v e s tm e n t ,  fo r i ts  p a r t ,  w a s  c o n c e n t r a te d  o n  p u b lic  w o rk s  an d  h o u s in g  , p a r t ic u la r ly  in  
th e  a r e a s  a ffe c te d  b y  th e  M a rc h  1985 e a r th q u a k e .
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ECUADO R
1. Recent economic trends: Introduction and summary
In  19 8 5  t h e r e  w a s  a  s t r e n g t h e n i n g  o f  th e  t r e n d  to w a r d s  re c o v e ry  a n d  g r o w th  w h ic h  c o u ld  b e  g l im p s e d  
in  t h e  E c u a d o r ia n  e c o n o m y  d u r in g  t h e  p r e c e d in g  y e a r .  T h u s ,  t h e  c r is is  e x p e r ie n c e d  in  t h e  y e a r s  1982 
a n d  1 9 8 3 , c a u s e d  b y  n a t u r a l  d i s a s t e r s  a n d  a  d e c l in e  in  e x t e r n a l  f in a n c ia l  f lo w s , d e f in i te ly  a p p e a r e d  to  
b e  r e c e d in g  ( s e e  ta b le  1 a n d  f ig u re  1).
T h e  g r o s s  d o m e s t ic  p r o d u c t  e x p a n d e d  b y  4 .3 % ,  w h ic h  n o t  o n ly  a l lo w e d  a  fu ll r e c o v e ry  to  b e  
m a d e  f ro m  lo s s e s  d u e  to  t h e  c r is is ,  b u t  a lso  r a is e d  th e  p r o d u c t  to  r e c o r d  le v e ls .  G r o w th  w a s  m a in ly  
b a s e d  o n  th e  d y n a m is m  o f  t h e  p e t r o l e u m  ( 8 .5 % )  a n d  a g r ic u l tu r a l  ( 4 .8 % )  s e c to r s  a n d  w a s  
c o n c e n t r a t e d  in  t h e  s e c o n d  h a l f  o f  th e  y e a r .  T h e  p e r  c a p i ta  p r o d u c t ,  in  c o n t r a s t ,  w a s  b a re ly  h i g h e r  t h a n  
in  1 9 7 8 , s in c e  i t  g r e w  s l ig h t ly  o v e r  1 % , a f te r  h a v i n g  d e c l in e d  b y  6 %  in  1 9 8 2 -1 9 8 3 .
G r o s s  f ix e d  in v e s tm e n t  c o n t in u e d  to  r e c o v e r  (4 .5  % )  fo r  t h e  s e c o n d  y e a r  in  a  r o w ,  a l th o u g h  d u e  
to  t h e  g r e a t  d e t e r i o r a t i o n  i t  h a d  su f fe re d  p r e v io u s ly  ( - 4 5 % ) ,  i ts  le v e l  s t i l l  s to o d  w e l l  b e lo w  th a t  
r e a c h e d  a t  t h e  e n d  o f  t h e  1 970s. A s  in  1 9 8 4 , t h e  d y n a m is m  o f  i n v e s tm e n t  m a in ly  s t e m m e d  f ro m  p u b l ic  
w o r k s  in  i n f r a s t r u c tu r e .  I n v e s t m e n t  b y  t h e  p r i v a t e  s e c to r  w a s  a ffe c te d  b y  a  s h o r ta g e  o f  e x te r n a l  
r e s o u r c e s ,  t h e  t i g h t  su p p ly  a n d  h ig h  c o s t  o f  d o m e s t ic  c r e d i t ,  t h e  a b s e n c e  o f  e x p e c t a t i o n s  o f  a  s u s ta in e d  
i m p r o v e m e n t  in  d o m e s t ic  d e m a n d ,  a n d  t h e  r ig id i ty  o f  t h e  p r o d u c t iv e  s t r u c tu r e .
C o n s u m e r  e x p e n d i tu r e  e x p a n d e d  v e ry  l i t t le ,  m a in ly  d u e  to  a  d e c e le r a t io n  in  p r iv a t e  
c o n s u m p t io n .  I n  c o n t r a s t ,  g o v e r n m e n t  e x p e n d i tu r e  o n  c o n s u m p t io n  in c r e a s e d  b y  n e a r ly  4 % ,  
f o l lo w in g  a  d e c l in e  in  t h e  tw o  p r e v io u s  y e a r s  o w in g  to  a  p o lic y  o f  a u s te r i ty  a n d  o f  h o ld in g  d o w n  p u b l ic  
e x p e n d i tu r e .
T h e  r a te  o f  in f la t io n  t e n d e d  to  s la c k e n . T h e  v a r i a t i o n  in  t h e  c o n s u m e r  p r i c e  in d e x ,  m e a s u r e d  
f ro m  D e c e m b e r  to  D e c e m b e r ,  w a s  2 4 % ,  i.e ., p r a c t ic a l ly  t h e  s a m e  a s  in  t h e  p r e c e d in g  y e a r ,  b u t  th e  
v a r i a t i o n  b e tw e e n  a n n u a l  a v e r a g e s  s h o w e d  a  s u b s ta n t i a l  d r o p  ( f ro m  3 1 %  to  2 8 % ) .  S till m o r e  
s ig n i f ic a n t  w a s  t h e  d e c l in e  ( f ro m  3 7 %  to  a lm o s t  3 1 % )  in  t h e  r a t e  o f  v a r i a t i o n  in  fo o d  p r ic e s ;  t h e  r a te  
n o n e t h e l e s s  r e m a in e d  h ig h e r  t h a n  th e  o v e r a l l  in c r e a s e  in  p r ic e s ,  b e c a u s e  t h e  u n fa v o u ra b le  e f fe c ts  o n  
s u p p ly  c a u s e d  b y  f lo o d s  in  p r e c e d in g  y e a r s  c o n t in u e d  to  b e  f e l t  a n d  b e c a u s e  a  n e w  p r i c e  p o lic y  o n  
a g r ic u l tu r a l  p r o d u c t s  w a s  p u t  in to  effec t. C o n t r ib u t in g  f a c to r s  to  th i s  s l a c k e n in g  in  t h e  in f la t io n a r y  
p r o c e s s  w e r e  a  s t r i c t  m o n e ta r y  p o lic y  a n d  a  d e c l in e  in  p r e s s u r e s  a s s o c ia te d  w i th  d o m e s t ic  d e m a n d .
In  a g r ic u l tu r e ,  t h e  p r o d u c t io n  o f  c r o p s  f o r  d o m e s t ic  c o n s u m p t io n  w a s  a ffe c te d  b y  p o o r  w e a th e r  
c o n d i t io n s ,  e s p e c ia l ly  in  t h e  f i r s t  h a l f  o f  t h e  y e a r . T h e  s e c to r 's  e x p o r t s ,  h o w e v e r ,  w e r e  f a v o u re d  b y  a  
c o m p r e h e n s iv e  p r o m o t i o n  p o lic y  a n d  g r o w in g  i n t e r n a t io n a l  d e m a n d . In  o r d e r  to  s u s ta in  th e  
a g r ic u l tu r a l  re c o v e ry  a n d  a s  p a r t  o f  t h e  p o lic y  o f  r e a l  p r i c e s  im p le m e n te d  b y  th e  g o v e r n m e n t ,  th e  
d o m e s t ic  p r ic e s  o f  th e s e  p r o d u c t s  w e r e  r a is e d  w h i le ,  a t  t h e  s a m e  t im e ,  t h e  f lo w  o f  a g r ic u l tu r a l  c r e d i t  
w a s  in c r e a s e d .
T h e  m a n u f a c tu r in g  p r o d u c t  d r o p p e d  fo r  t h e  s e c o n d  y e a r  in  a  r o w , a s  t h e  s e c to r  c o n t in u e d  to  face  
d if f ic u l t ie s  d e r iv e d  f ro m  th e  t i g h t e n i n g  o f  c r e d i t ,  s t r u c tu r a l  p r o b le m s  le a d in g  to  lo w  e ff ic ie n c y , a n d  
w e a k  d o m e s t ic  d e m a n d .
C o n s t r u c t io n  g r e w  b a re ly  1 %  d u e  to  a  r i s e  in  i t s  i n p u t  p r ic e s  ( c e m e n t ,  s te e l)  a n d  a  s u s ta in e d  lack  
o f  i n v e s tm e n t ,  w h ic h  w e r e  c o m p o u n d e d  b y  t h e  c o n t r a c t io n  in  d e m a n d  a n d  th e  e f fe c ts  o f  c a p i ta l  
o u tf lo w s  o f  p r e v io u s  y e a r s .
T h e  m i n i m u m  l iv in g  w a g e  d r o p p e d  b y  3 %  in  r e a l  t e r m s  a n d  b y  n e a r ly  1%  i f  a d d i t io n a l  
g r a tu i t i e s  a n d  b o n u s e s  a re  t a k e n  in to  a c c o u n t.
T h e  t r a d e  b a la n c e  s h o w e d  a  s u r p lu s  f o r  t h e  t h i r d  y e a r  r u n n in g .  E x p o r t s  in c r e a s e d  b y  1 2 % , 
t h a n k s  to  t h e  v ig o r o u s  e x p a n s i o n  in  s a le s  o f  a g r ic u l tu r a l  a n d  m a r i n e  p r o d u c t s  a n d  o f  p e t r o l e u m ,  
n o t w i t h s t a n d i n g  t h e  p e r s i s t e n t  d e t e r i o r a t i o n  in  t h e  i n t e r n a t io n a l  p r ic e  o f  t h e  l a t t e r ,  w h ic h  fe ll  o n  
a v e r a g e  f ro m  U S $  2 7 .4  to  U S $  2 6 .0 0  p e r  b a r r e l .  T r a d i t i o n a l  e x p o r t s  ( b a n a n a s ,  c o ffe e  a n d  c o c o a )  
e x h ib i t e d  f a v o u ra b le  g r o w th  r a te s .
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I m p o r t s  o f  g o o d s  a n d  s e rv ic e s  c o n t in u e d  to  r e c o v e r  ( 6 % )  d u e  to  a  c e r ta in  l ib e r a l iz a t io n  o f  
a d m i n i s t r a t i v e  r e s t r i c t i o n s  a n d  to  t h e  c o u n t r y 's  o v e r a l l  e c o n o m ic  g r o w th .  H o w e v e r ,  t h e  le v e l  o f  
e x t e r n a l  p u r c h a s e s  w a s  s til l  w e l l  b e lo w  t h a t  o f  1 9 8 1 , b e c a u s e  o f  th e  s e v e r i ty  o f  t h e  d r e c r e a s e  w h ic h  h a d  
t a k e n  p la c e  d u r in g  t h e  r e c e s s io n  o f  1982  a n d  198 3 .
A f te r  a  s l ig h t  i m p r o v e m e n t  t h e  p r e c e d in g  y e a r ,  t h e  t e r m s  o f  t r a d e  a g a in  d e t e r io r a t e d ,  th u s  
r e s u m in g  th e  t r e n d  o f  t h e  1 9 8 1 -1 9 8 3  t r i e n n iu m .
T h e  d e f ic i t  o n  c u r r e n t  a c c o u n t  d e c r e a s e d  b y  a lm o s t  6 0 % ,  f a l l in g  f ro m  U S $  2 6 8  m i l l io n  to  
U S $  110 m i l l io n .  T h e  m a in  c a u s e  o f  t h e  d e f ic i t  o n  c u r r e n t  a c c o u n t  w a s  C a s ta  R ic a 's  h u g e  i n t e r e s t  
p a y m e n t s  o n  t h e  e x t e r n a l  d e b t ,  e v e n  t h o u g h  th e y  d id  d e c l in e ,  t h a n k s  to  a  d r o p  in  t h e  i n t e r n a t io n a l  
i n t e r e s t  r a te .  In  an y  e v e n t ,  t h e  r e n e g o t i a t i o n  o f  t h e  d e b t  w il l  m a k e  i t  p o s s ib le  to  lo w e r  a m o r t i z a t i o n  
p a y m e n t s  in  t h e  n e a r  fu tu re .
T ab le  1
ECUADOR: MAIN ECONOMIC INDICATORS
1979 1980 1981 1982 1983 1984 1985"
A. B asic  e c o n o m ic  in d ic a to r s
G ross d o m e s tic  p ro d u c t a t m a rk e t 
p rices (1980  =  100) 96.0 100.0 103.8 104.9 103.7 108.4 113.0
P o p u la tio n  (m illio n s  o f  in h a b ita n ts ) 7 893 8 123 8 361 8 606 8 857 9 115 9 378
P e r  cap ita  g ro ss  d o m estic  p ro d u c t 
(1980  =  100) 98.8 100.0 100.8 99.0 94.7 96.3 96.1
B. S h o r t- te rm  e c o n o m ic  in d ic a to r s
G ross d o m es tic  p ro d u c t
G ro w th  ra te s  
5.3 4.2 3.8 1.1 -1.2 4.5 4.3
P e r cap ita  g ro ss d o m estic  p ro d u c t 2.3 1.3 0.8 -1.8 -4.0 1.6 1.4
C o n su m e r p rices 
D ece m b e r to  D ece m b e r 9.0 14.5 17.2 24.4 52.5 25.1 24.4
V a ria tio n  b e tw een  an nual averages 10.3 13.0 16.0 16.3 48.4 31.2 28.0
R eal m in im u m  w age 21.1 71.6 -13.8 -9.7 -8.3 -1.7 -0.5
M o n ey c 17.0 28.0 11.7 20.2 30.4 42.2 23.8
C u rre n t incom e o f  g o v e rn m e n t 20.7 62.3 5.2 15.2 27.3 69.2 90.7
T o ta l e x p e n d itu re  o f  g o v e rn m e n t 7.8 68.7 24.9 12.0 14.6 44.1 56.5
Fiscal d e f ic it/to ta l e x p e n d itu re  o f  g o v e rn m e n t"  18.1 20.9 33.8 28.8 18.7 6.4 13.5"
F iscal d e f ic it/g ro ss  d o m es tic  p ro d u c t 2.2 3.4 5.8 4.5 2.5 0.8 2.0"
C u rre n t va lue  o f  e x p o r ts  o f  goods 
and services 41.5 18.9 1.6 -7.7 -1.7 9.5 11.7
C u rre n t value o f  im p o rts  o f  goods 22.4 10.2 6.8 -7.4 -34.1 12.2 6.0
and services 22.4 10.2 6.8 -7.4 -34.1 12.2 6.0
T erm s o f  tra d e  (goods) 25.2 5.6 -0.2 -1.6 -18.1 2.9 -2.4
T erm s o f  tra d e  (goods and services) 22.9 5.1 -0.4 -3.1 -17.0 1.2 -1.1
C. E x te rn a l se c to r
T rad e  b a lance  (goods and services)
M ill io n s  o f  doll;ars
-242 -58 -210 -203 735 755 966
N e t  p a y m e n ts  o f  p ro fits  and in te re s t -412 -614 -816 -1 012 -863 -1 023 -1 076
B alance  on  cu rre n t account -654 -672 -1 027 -1 215 -128 -268 -110
B alance  on  cap ita l account 698 942 656 875 238 187 135
V a ria tio n  in  n e t in te rn a tio n a l rese rv es  
(- sign  ind ica tes an  in crease) -87 -291 381 328 -127 56 -25
E x te rn a l de 3 554 4  652 5 868 6 186 6 690 6 949 7 440
Source: ECLAC, on rhe basis of official figures.
"Provisional figures. Including various gratuities and bonuses. cFrom December co December. Percentages.
'Fiscal surplus. 'End-of-year balances, excluding the debt with the International Monetary Fund.
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A f te r  p r o t r a c t e d  d is c u s s io n s ,  a  r e s c h e d u l in g  a g r e e m e n t  w i th  c r e d i to r  b a n k s  w a s  s ig n e d  a t  t h e  
e n d  o f  t h e  y e a r .  U n d e r  th i s  a g r e e m e n t ,  t h e  p a y m e n t s  o n  t h e  t o t a l  e x t e r n a l  d e b t  w h ic h  w e r e  to  fa ll  d u e  
d u r in g  t h e  1 9 8 5 -1 9 8 9  q u in q u e n n iu m ,  a m o u n t in g  to  U S $  4 .5  b i l l io n ,  w e r e  r e s c h e d u le d  f o r  a  t e r m  o f  12 
y e a r s ,  w i t h  a  th r e e - y e a r  g r a c e  p e r io d .  I n  A p r i l ,  t h e  n e g o t i a t i o n s  w i th  t h e  C lu b  o f  P a r i s  w e r e  c o n c lu d e d . 
T h e y  a l lo w e d  th e  r e n e g o t i a t i o n  o f  a b o u t  U S $  4 0 0  m i l l io n  w h ic h  th e  c o u n try  w a s  to  r e p a y  b e tw e e n  
19 8 4  a n d  1 9 8 7 , r e s c h e d u l in g  th e s e  p a y m e n t s  o v e r  a  t e r m  o f  e ig h t  y e a r s ,  w i th  a  g r a c e  p e r io d  o f  t h r e e  
a n d  o n e - h a l f  y e a r s .  T h u s ,  E c u a d o r  b e c a m e  t h e  f i r s t  s m a ll  d e b to r  in  t h e  d e v e lo p in g  w o r ld  — U S $  7 .4  
b i l l io n  a t  t h e  e n d  o f  1 9 8 5 —  to  r e a c h  a  m u l t i - a n n u a l  r e s c h e d u l in g  a g r e e m e n t  w i th  i ts  c r e d i to r  b a n k s  
a n d  w i th  t h e  C lu b  o f  P a r i s ,  t h e r e b y  g iv in g  th e  c o u n try  a  c e r ta in  a m o u n t  o f  m a n o e u v r i n g  ro o m .
T h e  e x c h a n g e  s y s te m  w a s  su b je c t to  a  g r a d u a l  c h a n g e  in  th e  c o u r s e  o f  t h e  y e a r ,  w h ic h  w a s  
b r o u g h t  a b o u t  b y  t r a n s f e r r i n g  o p e r a t i o n s  f ro m  th e  o ff ic ia l a r e a  (6 6 .5  su c re s  p e r  d o l l a r )  to  t h e  C e n tr a l  
B a n k  f re e  m a r k e t ,  a  p r o c e s s  w h ic h  c u lm in a te d  in  N o v e m b e r  w i th  t h e  f ix a t io n  o f  a  s in g le  p a r i ty  f o r  
b o th  m a r k e t s  (9 5  s u c re s  p e r  d o l l a r ) .  O n  th e  p a r a l l e l  f r e e  m a r k e t  p r o p e r ,  t h e  p r ic e  o f  t h e  d o l la r  
f o l lo w e d  a n  e r r a t i c  p a t h  a n d  a t  t h e  e n d  o f  t h e  y e a r  i t  w a s  a t  a  s l ig h tly  h i g h e r  le v e l  t h a n  t h a t  r e c o r d e d  in  
J a n u a ry .
I n  t h e  f isc a l a re a , t h e r e  w a s  a  m a r k e d  e x p a n s io n  o f  th e  g e n e r a l  g o v e r n m e n t  b u d g e t .  T r a d i t io n a l  
in c o m e  r o s e  41 %  in  n o m in a l  t e r m s  d u e  to  a n  in c r e a s e  in  t a x  r e v e n u e  o n  c o m m e r c ia l  o p e r a t i o n s ,  o n  
in c o m e  a n d  im p o r t s ,  a lo n g  w i th  b e t t e r  ta x  c o n t r o l  s y s te m s .  G o v e r n m e n t  in c o m e  f ro m  t h e  p e t r o l e u m  
in d u s t r y  e x p a n d e d  b y  1 3 3 %  d u e  to  s u b s ta n t i a l  in c r e a s e s  in  r e t u r n s  o n  e x p o r t ,  a  p h e n o m e n o n  w h ic h  
w a s  b a s ic a lly  d u e  to  t h e  r i s e  in  t h e  e x c h a n g e  r a te .  O il r e t u r n s  a c c o u n t  f o r  6 0 %  o f  t h e  to ta l  in c o m e  o f  
t h e  p u b l ic  s e c to r ,  w h ic h  m a k e s  t h e  g o v e r n m e n t  b u d g e t  e x t r e m e ly  d e p e n d e n t  o n  th i s  v a r ia b le .
G o v e r n m e n t  e x p e n d i tu r e  e x p a n d e d  s ig n if ic a n t ly  a s  a  c o n s e q u e n c e  o f  e v e n t s  in  t h e  e d u c a t io n a l  
a n d  g e n e r a l  s e rv ic e s  s e c to r s  a n d  o f  t h e  s e rv ic in g  o f  t h e  p u b l ic  d e b t.  F o r  t h e  f i r s t  t im e  in  m a n y  y e a r s  a  
m o d e r a t e  f isc a l s u r p lu s  w a s  a c h ie v e d , in  a c c o rd a n c e  w i th  t h e  p u r p o s e s  o f  t h e  s t a b i l i z a t io n  
p r o g r a m m e .
T h e  m a in  c o n c e r n  o f  t h e  m o n e ta r y  a u th o r i t i e s  w a s  to  m a i n t a i n  c o n t r o l  o f  in f la t io n  th r o u g h  th e  
r e s t r i c t i o n  o f  t h e  c r e d i t  su p p ly . G r o w th  in  t h e  b a n k s ' p o r t f o l i o  w a s  m o d e r a t e  in d e e d . T h e  r e s e r v e  
r e q u i r e m e n t  w a s  h e ld  in  th e  r a n g e  o f  2 2 %  to  2 4 %  a n d  th e  c o m m e r c ia l  i n t e r e s t  r a t e  o s c i l la te d  a ro u n d  
2 3 % .  T h u s ,  c r e d i t  w a s  sc a rc e  d u r in g  t h e  y e a r .  T h e  m o n e y  su p p ly  ( M i)  in c r e a s e d  b y  2 4 % ,  a  
c o m p a r i s o n  o f  th i s  f ig u re  w i th  t h e  a n n u a l  in f la t io n  r a t e  o f  2 4 .4 %  u p  to  D e c e m b e r  a n d  w i th  th e  
a v e r a g e  in f la t io n  o f  2 8 %  r e c o r d e d  fo r  t h e  y e a r  a s  a  w h o le  le a d s  to  t h e  c o n c lu s io n  t h a t  ( M i)  r e m a in e d  
s ta tic  in  r e a l  t e r m s .
T h e  m a jo r  c h a n g e s  in  t h e  p o lic y  o n  i n t e r e s t  r a te s  a n n o u n c e d  a t  t h e  e n d  o f  t h e  p r e c e d in g  y e a r  
e n t e r e d  in to  fo rc e  in  1 9 8 5 . O f  p a r t i c u l a r  im p o r t a n c e  w a s  t h e  i n t r o d u c t io n  o f  f lo a t in g  i n t e r e s t  r a te s  fo r  
s h o r t - t e r m  d e p o s i t s  o v e r  t h e  a m o u n t  o f  o n e  m i l l io n  su c re s . T h is  m e a s u r e  w a s  a im e d  a t  e n a b l in g  th e  
b a n k s  to  a t t r a c t  m o n e y  in  t h e  m a r k e tp l a c e  a n d  a t m a k in g  t h e m  le s s  d e p e n d e n t  o n  C e n t r a l  B a n k  
r e s o u r c e s .  T h e  s e c u r i t ie s  k n o w n  a s  " a c c u m u la t io n  p o l ic ie s "  in c r e a s e d  ra p id ly  o v e r  th e  y e a r  a n d  b y  th e  
e n d  o f  1985 th e y  a c c o u n te d  fo r  o n e - f o u r th  o f  t h e  m o n e y  s u p p ly  ( M i) .  T h e  fu n d s  o b t a in e d  b y  b a n k s  
s in c e  t h e  in t r o d u c t io n  o f  t h e s e  s e c u r i t ie s  e x c e e d e d  th e  c r e d i t  g r a n t e d  b y  th e  C e n t r a l  B a n k . 2
2. Trends in economic activity
a) T o ta l su p p ly  a n d  d e m a n d
A ll t h e  c o m p o n e n t s  o f  su p p ly  a n d  d e m a n d  im p r o v e d ,  th u s  s t r e n g t h e n i n g  th e  t r e n d  to w a r d s  
r e c o v e ry  w h ic h  h a d  b e g u n  in  19 8 4  fo l lo w in g  th e  lo w  le v e ls  o f  t h e  tw o  p r e v io u s  y e a r s  ( s e e  t a b le  2 ). 
T o ta l  su p p ly  p ic k e d  u p  b y  n e a r ly  5 % ,  a  s o m e w h a t  lo w e r  r a te  t h a n  t h a t  o f  1984 . O n  th e  d e m a n d  s id e , 
t h e  q u a n tu m  o f  e x p o r t s  in c r e a s e d  1 4 % , t h a n k s  to  t h e  v ig o r o u s  e x p a n s io n  in  s a le s  o f  c r u d e  o il  a n d  
a g r ic u l tu r a l  p r o d u c t s .
T h e  d o m e s t ic  s u p p ly  o f  g o o d s  a n d  s e rv ic e s  r o s e  o n ly  s l ig h t ly  b e c a u s e  e x p o r t s  a b s o rb e d  m o s t  o f  
t h e  i n c r e m e n t  in  su p p ly . T h e  s lu g g is h n e s s  o f  d o m e s t ic  d e m a n d  c o n t in u e d  to  b e  a  l im i t i n g  f a c to r  o n  
g r o w th ,  w h ic h  h u r t  t h e  i n d u s t r i a l  a n d  s e rv ic e s  s e c to r s  in  p a r t i c u la r .  G r o s s  i n v e s tm e n t ,  w h ic h  
in c r e a s e d  b y  a b o u t  4 % ,  w a s  a ffe c te d  b y  t h e  t i g h t e n i n g  o f  e x t e r n a l  c r e d i t s ,  t h e  s h o r t a g e  a n d  h ig h  c o s t  
o f  d o m e s t ic  c r e d i t ,  a n d  th e  la c k  o f  e x p e c t a t i o n s  o f  a  s u s ta in e d  im p r o v e m e n t  in  d o m e s t ic  d e m a n d .
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ECUADOR: TOTAL SUPPLY AND DEMAND”
P e rc e n ta g e  b reak d o w n  G ro w th  ra tes
1975 1980 1985o 1982 1983 1984 1985*
T o ta l su p p ly 122.8 124.9 116.3 -0.1 -8 .9 5.7 4.7
G ro ss d o m es tic  p ro d u c t
a t m a rk e t p rices 100.0 100.0 100.0 1.1 - 1.2 4.5 4.3
Im p o rts  o f g o ods and
se rv ices 22.8 24 .9 16.3 -5.0 -40.9 14.4 7.2
T o ta l d e m a n d 122.8 124.9 116.3 -0.1 -8 .9 5.7 4.7
D o m e s tic  d em an d 93.0 100.5 87.3 0.4 -12.4 4.4 1.9
G ro ss d o m e s tic  in v e s tm e n t 26.1 26.1 16.8 12.6 -31.2 4.6 3.6
G ro ss fixed in v e s tm e n t 22.9 23.6 15.4 0.7 -2.6 1.8 5.1
C o n s tru c tio n 13.1 12.6 0.7 -39.7 7.0
M a ch in e ry  and e q u ip m e n t 9.8 11.0 0.6 -8.9 -2.5
C h a n g es  in  stocks 3.2 2.5 1.4
T ota l c o n su m p tio n 66.9 74.4 70.5 -3.0 -6.4 4 .4 1.5
G en era l g o v e rn m e n t 13.1 14.5 12.3 0.5 -6.1 -4.6 3.6
P riv a te 53.9 59.9 58.3 -3.7 -6.5 6.5 1.1
E x p o rts  o f  g o o d s and
serv ices 29.7 24.4 28 .9 -2.3 6.1 10.4 14.3
Source: ECLAC, on the basis of figures supplied by the Central Bank of Ecuador.
" These series are calculated on the basis of official figures, which were reweighted w ith the current price structure of 1980. Therefore, the results 
do not necessarily match those published by countries in their calculations at constant prices. Likewise, the figures for exports and imports of 
goods and services were obtained from the balance of payments in dollars at current prices of the International Monetary Fund, which were 
then converted to 1980 constant values by means of unit value indexes calculated by ECLAC for the purpose. Provisional figures.
C o n s u m e r  e x p e n d i t u r e  e x p a n d e d  o n ly  s l ig h t ly  e v e n  t h o u g h  t h e r e  w a s  a n  in c r e a s e  in  g e n e r a l  
g o v e r n m e n t  e x p e n d i t u r e  o f  n e a r ly  4 % ,  a s  c o m p a r e d  w i th  t h e  d e c r e a s e s  d u e  to  t h e  g o v e r n m e n t 's  
a u s te r i ty  p o lic y  in  t h e  tw o  p r e c e d in g  y e a r s .
b )  Evolution o f  the main sectors
T h e  g r o s s  d o m e s t ic  p r o d u c t  in c r e a s e d  s ig n if ic a n t ly  fo r  t h e  s e c o n d  c o n s e c u t iv e  y e a r ,  th u s  
s t r e n g t h e n i n g  t h e  t r e n d  w h ic h  h a d  b e g u n  in  1 9 8 4 .  T h e  r e c o v e r y ,  h o w e v e r ,  w a s  s t i l l  f a r  f ro m  
w id e s p r e a d .  I t  w a s  p o s s ib le  t h a n k s  to  t h e  u p s w in g  in  a g r ic u l tu r a l  e x p o r t  p r o d u c t io n  a n d  f i s h in g ,  a s  
w e l l  a s  to  t h e  p e r s i s t e n t  d y n a m is m  o f  t h e  p e t r o l e u m  in d u s try  ( s e e  t a b le  3 ). T h e  m a n u f a c tu r in g  
p r o d u c t ,  h o w e v e r ,  d e c l in e d  o n c e  a g a in  ( -3 % )  a n d  c o n s t r u c t io n  r e m a in e d  a lm o s t  s t a g n a te d  a f te r  i ts  
s h a r p  fa ll in  t h e  p r e c e d i n g  b ie n n iu m .  S e rv ic e s  in  g e n e r a l  s h o w e d  l i t t le  d y n a m is m . A c t iv i ty  u n d e r  t h e  
h e a d in g  " o t h e r  s e r v ic e s "  w h ic h  a lo n e  g e n e r a t e s  n e a r ly  tw o - f i f th s  o f  t h e  e c o n o m y 's  t o t a l  p r o d u c t ,  
in c r e a s e d  b a re ly  1 % , r e m a i n i n g  b e lo w  th e  le v e l  r e a c h e d  in  1982.
i)  Agricultural production. T h e  s e c to r  c o n t in u e d  to  r e c o v e r  f ro m  t h e  v io l e n t  d r o p  su f fe re d  in  
1 9 8 3 , b u t  a t  a  m u c h  s lo w e r  r a t e  t h a n  in  t h e  p r e c e d in g  y e a r .  T h e  r a te  (5  %) w a s  th e  r e s u l t  o f  s u b s ta n t ia l  
g r o w th  ( 1 0 % )  in  t r a d i t i o n a l  e x p o r t  p r o d u c t s  ( s e e  ta b le  4 ) .
A m o n g  a g r ic u l tu r a l  p r o d u c t s  f o r  e x p o r t ,  t h e  g r e a t e s t  d y n a m is m  w a s  s h o w n  b y  b a n a n a s ,  co ffe e  
a n d  c o co a .
A f te r  a n  u n p r e c e d e n te d  h a r v e s t  in  1 9 8 0 , t h e  b a n a n a  in d u s t r y  h a d  b e e n  b e s e t  in  t h e  t h r e e  
f o l lo w in g  y e a r s  b y  s e v e re  d if f ic u l t ie s ,  in c lu d in g  a  p r o t r a c t e d  d r o u g h t  a n d  s u b s e q u e n t  f lo o d s . A n  
u p t u r n  b e g a n  in  198 4  a n d  in  t h e  fo l lo w in g  y e a r  E c u a d o r  p r o d u c e d  n e a r ly  1.8 m i l l io n  to n s ,  th u s  
b e c o m in g  th e  l a r g e s t  w o r ld  p r o d u c e r .  A s  a  r e s u l t  o f  a c t io n s  u n d e r t a k e n  w i t h i n  t h e  f r a m e w o r k  o f  the* 
N a t i o n a l  B a n a n a  P r o g r a m m e  a n d  b y  t h e  M in i s t r y  o f  A g r ic u l tu r e ,  p l a n s  w e r e  im p l e m e n t e d  to  
p r o m o te  fa rm  m e c h a n iz a t io n ,  i m p r o v e m e n t s  in  in f r a s t r u c tu r e ,  t h e  i n t r o d u c t io n  o f  te c h n ic a l  c o n t r o l s  
a n d  th e  r e h a b i l i t a t io n  o f  d a m a g e d  p l a n t a t i o n s ,  a n d  m e a s u r e s  a im e d  a t  e n s u r in g  a n  a d e q u a te  c r e d i t
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s u p p ly  w e r e  t a k e n ,  a ll o f  w h ic h  le d  to  a d v a n c e s  in  p r o d u c t iv i ty  a n d  in  t h e  v o lu m e  h a r v e s te d .  H o w e v e r ,  
b a n a n a  y ie ld s  in  E c u a d o r  r e m a in e d ,  o n  t h e  w h o le ,  b e lo w  th e  C e n tr a l  A m e r ic a n  a v e ra g e .  T h is  is  
b e c a u s e  a b o u t  8 5 %  o f  i ts  p l a n t a t i o n s  a r e  s m a ll  o r  m e d iu m - s iz e d ,  a n d  h a v e  a n  u n s a t is f a c to ry  le v e l  o f  
p r o d u c t iv i t y ,  m a in ly  a s  a  r e s u l t  o f  t h e  p r e c a r io u s n e s s  o f  t h e i r  d r a in a g e  in f r a s t r u c tu r e .
T h e  c o ffe e  h a r v e s t  e x p a n d e d  b y  2 9 % ,  f o l lo w in g  a  2 0 %  in c r e a s e  th e  y e a r  b e fo re . P o o r  w e a th e r  
c o n d i t i o n s  in  B r a z i l  h e lp e d  to  b a la n c e  s u p p ly  a n d  d e m a n d  o n  th e  i n t e r n a t io n a l  m a r k e t ,  a n d  c r e d i t  a n d  
p r o m o t i o n  p o l ic ie s  w e r e  a d d i t io n a l  i n c e n t iv e s  f o r  p r o d u c e r s .
C o c o a  p r o d u c t i o n  s h o w e d  a  d r a m a t i c  u p t u r n  o f  4 6 % ,  b u t  w a s  s t i l l  n o t  u p  to  i t s  1982  le v e l ,  f ro m  
w h ic h  i f  h a d  f a l l e n  a s  a  r e s u l t  o f  t h e  s h a r p  d e c l in e s  s e e n  d u r in g  th e  tw o  f o l lo w in g  y e a r s .
T h e  s u g a r - c a n e  h a r v e s t  r e a c h e d  a n  u n p r e c e d e n te d  le v e l ,  a l t h o u g h  its  g r o w th  r a te  w a s  o n ly  2 % ,  
f o l lo w in g  t h e  e x t r a o r d in a r y  r e c o v e ry  e x p e r ie n c e d  in  198 4 . T h e  c o t to n  h a r v e s t ,  w h ic h  u n d e r g o e s  
v io l e n t  a n n u a l  f lu c tu a t io n s ,  in c r e a s e d  b y  1 2 5 % , b u t  w a s  s u b s ta n t ia l ly  s m a l le r  t h a n  in  1982. T h e  
s u p p ly  o f  t h i s  i n p u t  r e m a in e d  in s u f f ic ie n t  to  m e e t  t h e  n e e d s  o f  t h e  lo c a l te x t i l e  in d u s t r y ,  w h ic h  h a s  
in c r e a s in g ly  h a d  to  r e s o r t  to  im p o r t s .  F in a l ly ,  b o t h  so y a  a n d  A f r ic a n  p a lm  p r o d u c t io n  e x p a n d e d  
s u b s ta n t i a l ly ,  in  k e e p in g  w i th  t h e  t r e n d  o f  r e c e n t  y e a r s .
T ab le  3
E C U A D O R : G R O S S  D O M E S T IC  P R O D U C T , B Y  K I N D  O F  E C O N O M IC  A C T IV IT Y "
B ase  index 
1980 =  IOC)
P ercen tag e
b reak d o w n
G ro w th  ra tes
1983 1984 1985* 1975 1980 1985* 1982 1983 1984 1985*
G ro s s  d o m e s tic  p r o d u c t 103.7 108.4 113.0 100.0 100.0 100.0 1.1 - 1.2 4.5 4 .3
G o o d s 54.0 56.9 59.6 53.2 49 .4 52.7 0.4 2.5 5.3 4 .8
A g ric u ltu re 11.4 12.4 12.9 15.0 12.1 11.5 2.0 -13.9 8.8 4 .8
M in in g  an d  p e tro le u m  
in d u stry A 24.1 26.4 28.6 21.4 2 1.0 26.7 -0.6 16.6 9.6 8.5
M a n u fac tu rin g 10.0 9.7 9.4 8.0 8.8 8.3 0.4 1.5 -3.0 -3.2
C o n s tru c tio n 10.8 10.4 59.6 8.7 7.4 6.2 0.6 -7.6 -3.9 0.9
B a sic  se rv ices 9.3 9.8 10.0 7.4 8.7 8.9 2.5 5.4 1.8
E lec tric ity , gas and  w a te r  
T ra n s p o r t , s to rag e  and
1.0 1.3 1.4 0.8 0.8 1.3 11.1 14.9 29.0 4.6
co m m u n ica tio n s 8.3 8.5 8.6 6.6 7.9 7.6 1.6 - 1.6 2.3 1.4
O th e r  se rv ic e s 42 .0 4 2 .7 4 3 .0 37.1 40 .9 38.0 2.4 -2.5 1.6 0.8
C o m m erce 13.3 13.9 14.4 13.6 14.6 12.7 2.1 - 11.8 5.0 3.4
F in an c ia l in s t i tu t io n s , 
in su ran ce , real e s ta te  
and b u sin e ss se rv ices 12.6 12.3 11.8 10.3 11.7 10.4 1.8 2.1 -2.0 -4.3
O w n e rsh ip  o f  d w e llin g s 5.3 5.3 5.6 5.5 4.8 4.9 3.6 2.8 3.0 2.8
C o m m u n ity , social and 
p e rso n a l serv ices 16.1 16.4 16.8 13.3 14.6 14.8 3.1 2.8 1.5 2.4
G o v e rn m e n t se rv ices 9.6 9.8 100.0 8.7 9.1 8.8 1.6 1.9 2.0 2.0
A d ju stm en ts :
L ess im p u te d  ch a rg es  
for b a n k in g  se rv ices 3.7 3.3 2.4 1.7 3.0 2.2 5.1 15.9 -9.8 -26.7
P lu s  im p o rt d u ties 2.1 2.4 2.9 3.9 4.1 2.6 -4.0 -32.9 12.9 23.7
Source: ECLAC estimates on the basis of official figures supplied by the Central Bank of Ecuador.
"These series are calculated on the basis of official figures, which were reweighted with the current price structure of 1980. Therefore, the trenc 
published by the countries in their calculations at constant prices. Provisional figures. cOil refining was included in the




ECUADOR: INDICATORS OF AGRICULTURAL PRODUCTION
G ro w th  ra tes
1982 1983 1984 1985"
1982 1983 1984 1985°
M il l io n s  o f  su c re s  a t  1975 p r ic e s
A g r ic u l tu ra l  p r o d u c t 23  101 19 891 2 1 6 4 5 22  687 2.0 -13 .9 8.8 4 .8
C ro p  fa rm in g 11 320 8 175 9 233 9 421 -3.3 -27.8 12.9 2.0
L ivestock  p ro d u c tio n 8 043 8 043 8 413 8 746 6.1 - 4 .6 4.0
F o re stry 1 7 3 9 1 724 1 659 1 688 9.2 -0.9 -3.8 1.7
F ish in g  and  h u n tin g 1 9 9 9 1 9 4 9 2  340 2  832 12.7 -2.5 20.1 2 1 .0
T h o u s a n d s  o f  to n s  (o u tp u t)
M a in  p r o d u c ts
B a n an as 1 9 9 9 1 642 1 6 7 8 1 750 -0.5 -17.9 2.2 4.3
Coffee 84 81 97 125 -8.7 -3.6 19.8 28.9
C ocoa 97 55 63 92 14.1 -43.3 14.5 46.0
S u g ar-can e 2  461 1 640 3 042 3 113 -31.6 -33.4 85.5 2.3
C o tto n 25 5 8 18 -35.9 -80.0 60.0 125.0
Soya 37 14 53 63 5.7 -62.2 278 .6 18.9
A frican  p a lm 309 354 372 476 11.5 14.6 5.1 28.0
R ice 384 274 437 393 -11.5 -28.6 59.5 - 10.1
W h e a t 39 27 25 19 -4.9 -30.8 -7.4 -24.0
H a rd  m aize 269 185 269 280 3.1 -31.2 45.4 4.1
Soft m aize 55 44 57 39 7.8 -20.0 29.5 -31.6
B arley 35 30 25 27 29.6 -14.3 -16.7 8.0
P o ta to e s 416 345 342 320 29.6 -17.1 -0.5 -6.5
P r im a r y  p r o d u c ts
B eef 96 97 99 94 5.2 1.0 2.1 -5.1
P o u ltry  m ea t 46 30 42 41 9.5 -34.8 40.0 -2.4
M ilk  (m illio n s  o f  litre s ) 935 965 1 019 1 233 2.1 3.2 5.6 2 1.0
T h o u s a n d s  o f  h e c ta re s ( area  h a rv ested )
B a n an as 65 59 58 59 5.5 - 8.8 -1.7 1.7
Coffee 322 339 345 390 0.3 5.3 1.8 13.0
C ocoa 277 270 260 262 2.6 -2.5 -3.7 0.8
S u g ar-cane 32 22 36 37 -36.8 -30.4 63.6 2.8
C o tto n 17 10 10 15 -22.3 -40.2 - 50.0
Soya 21 10 28 33 -14.8 -52.6 180.0 17.9
A frican  P a lm 27 29 29 35 5.5 6.3 - 20.7
R ice 132 99 139 140 1.2 -25.0 40.4 0.7
W h e a t 33 26 24 18 8.6 -22.0 -7.7 -25.0
H a rd  m aize 155 145 160 170 - 8.0 -6.5 10.3 6.3
Soft m aize 61 61 62 37 -6.1 -0.8 1.6 -40.3
B arley 34 30 31 22 18.5 - 12.1 3.3 -29.0
P o ta to e s 35 30 33 29 - 12.2 -14.5 10.0 - 12.1
T o ta l 1 2 11 1 130 1 215 1 247 -2 .7 -6 .7 7.5 2.6




T h e  s c a n t  d y n a m is m  o f  c r o p - f a r m in g  p r o d u c t io n  f o r  d o m e s t ic  c o n s u m p t io n  s te m m e d  f ro m  
s t r u c tu r a l  f a c to r s .  T h e s e  c o m m o d i t i e s  a re  m o s t ly  f a r m e d  b y  sm a ll  l a n d o w n e r s ,  w h o  h a v e  l i t t le  a cce ss  
to  m o d e r n  te c h n o lo g y ,  a n d  h e n c e  a re  h ig h ly  v u ln e r a b le  to  c l im a t ic  c o n d i t io n s .  S u p p ly  is  t h e r e f o r e  n o t  
a b le  to  r e a c t  w i th  f le x ib il i ty  to  p r ic e  in c r e a s e s ;  th i s  w a s  w h a t  h a p p e n e d  w i th  w h e a t  a n d  m a iz e ,  w h o s e  
h a r v e s t s  d r o p p e d  2 4 %  a n d  2 % ,  r e s p e c t iv e ly ,  m a k in g  i t  n e c e s s a ry  to  in c r e a s e  w h e a t  im p o r t s .  P o t a to  
p r o d u c t io n  w a s  a ffe c te d  b y  b o th  a  fa ll  in  p r ic e s  a n d  w id e s p r e a d  f r o s t s ,  w h ic h  le d  to  a  d e c l in e  o f  7 % .
T h e  l iv e s to c k  s u b s e c to r  a g a in  g r e w  a t  a  r a t e  o f  a b o u t  4 % ,  a n  in c r e a s e  w h ic h  w a s  p r im a r i l y  b a s e d  
o n  th e  r e m a r k a b le  d y n a m is m  o f  d a iry  p r o d u c t io n ,  s in c e  b e e f  o u tp u t  fe ll  5 % . F o r e s t r y  r e c o r d e d  a  
m o d e s t  u p t u r n  o f  u n d e r  2 % ,  a f te r  a  c u m u la t iv e  fa ll  o f  n e a r ly  5 %  d u r in g  th e  tw o  p r e v io u s  y e a r s .
O v e r a l l ,  a l t h o u g h  th e  a g r ic u l tu r a l  s e c to r  c o n t in u e d  to  r e c o v e r  f ro m  th e  c r is is  o f  t h e  e a r ly  1 9 8 0 s, 
i t s  r a t e  o f  e x p a n s io n  in  r e c e n t  y e a r s  h a s  c o n t in u e d  to  la g  b e h in d  p o p u l a t i o n  g r o w th .  T h is  w a s  d u e ,  
a m o n g  o t h e r  f a c to r s ,  to  i n a d e q u a te  in f r a s t r u c tu r e  a n d  in s u f f ic ie n t  i r r i g a t io n ,  w h ic h  c a n  b e  a t t r ib u t e d  
to  t h e  fa c t  t h a t  g o v e r n m e n t  p o l i c ie s ,  p a r t i c u la r ly  o n  p r i c e s  a n d  t a x a t io n ,  h a v e  t r a d i t io n a l ly  t e n d e d  to  
d i s c o u ra g e  d e v e lo p m e n t  o f  t h e  s e c to r 's  p o t e n t i a l .
I n  a  d e p a r t u r e  f ro m  th i s  a t t i t u d e ,  t h e  a u th o r i t i e s  s h o w e d  a n  i n t e r e s t  in  t h e  d e m a n d s  o f  t h e  
s e c to r  a n d  d e c r e e d  s u b s ta n t i a l  p r i c e  in c r e a s e s  f o r  c r o p - f a r m in g  g o o d s  in  1 9 8 5 . T h e y  a lso  a n n o u n c e d  
t h a t  th e y  w e r e  s tu d y in g  o t h e r  m e a s u r e s  to  o v e r c o m e  th e  a b o v e - m e n t io n e d  s t r u c tu r a l  p r o b le m s .
ii)  Fishing. S e c to r a l  p r o d u c t io n  a g a in  e x p a n d e d  a t  a  r a t e  o f  a b o u t  2 0 % ,  s in c e  t h e  m a r k e d  fa ll  in  
t h e  c a tc h  a n d  e x p o r t  o f  s h r i m p  a n d  tu n n y f is h  w a s  m o r e  t h a n  o f fs e t  b y  in c r e a s e s  in  t h e  f i s h in g  o f  o t h e r  
s p e c ie s  a n d  in  s a le s  o f  c a n n e d  f is h  a n d  f is h  m e a l  to  t h e  e x t e r io r  ( s e e  t a b le  5 ).
T h e  s h r i m p  c a tc h  d r o p p e d  1 2 % , a f te r  s u b s ta n t i a l  b u t  d e c l in in g  in c r e a s e s  in  t h e  t h r e e  p r e v io u s  
y e a r s .  T h e  f i s h in g  o f  tu n n n y f is h ,  in  i ts  t u r n ,  w h ic h  is  k n o w n  fo r  i t s  s h a r p  f l u c tu a t io n s ,  fe ll  b y  1 5 % , 
a f te r  a  d r a m a t i c  in c r e a s e  t h e  p r e c e d in g  y e a r .
E x p o r t s  o f  m a r i n e  p r o d u c t s  s h o w e d  a  f a v o u ra b le  e v o lu t io n ,  t h u s  s t r e n g t h e n i n g  th e  t r e n d  
to w a r d s  r e c o v e ry  w h ic h  h a d  b e g u n  a f te r  t h e  d i s a s t e r  c a u s e d  b y  w e a t h e r  d i s tu r b a n c e s  in  1 983 . S h r im p  
s a le s  d e c l in e d  b y  7  % , d u e  to  p r o b l e m s  in  t h e  s u p p ly  o f  la r v a e  a n d  se e d , b u t  s a le s  o f  f is h  m e a l  e x p a n d e d  
b y  n e a r ly  1 3 6 % , r e a c h in g  a  le v e l  n e a r ly  n in e  t im e s  h ig h e r  t h a n  t h a t  o f  1983  a n d  d o u b l in g  t h e  o n e  
r e c o r d e d  in  198 2 . T h e  c a n n e d  s a r d in e s  a n d  m a c k e r e l  in d u s t r y ,  w h ic h  e x p o r t s  a b o u t  h a l f  o f  i ts  
p r o d u c t io n  (m a in ly  to  o t h e r  L a t in  A m e r ic a n  c o u n t r i e s ) ,  a c h ie v e d  a  s o u n d  g r o w th  r a t e ,  b o r d e r in g  o n  
1 5 % .
T a b le  5
E C U A D O R : I N D IC A T O R S  O F  F I S H I N G  P R O D U C T I O N
G ro w th  ra te s
1982 1983 1984 1985°
1984 1985”1982 1983
M il l io n s  o f  su c re s  a t 1975 p r ic e s
G ro ss  f ish in g  p ro d u c t 1 999 1 949 2  3 4 0 2  832 12.7 -2.5 20.1 2 1 .0
T h o u s a n d s  o f  to n s
C a tc h
S h rim p s 29.5 36.6 39.9 35.0 46.8 24.1 9.0 -12.3
T u n n y fish 22.2 16.0e 35.0 30.0 2.8 -27 .9 118.8 -14.3
O th e r  fish '' 
E x p o r ts
596.6 230 .0 780.2 880.0 - 12.6 -61 .4 239-2 12.8
S h rim p s 17.0 2 1.6 21.3 19.8 40.5 27.0 - -7.0
F ro z e n  fish 6.5 5.1 7.8 10.7 -35.0 -21.5 52.9 37.2
C a n n e d  fish 36.8 13.2 27.7 31.8 1.7 -64.1 109.8 14.8
F ish m e a l 102.1 26.6 97.5 229 .9 14.2 -74.0 266.5 135.8
Source: CONADE, Department of Fishing.
"Provisional figures. Including fishing ind huntifig. * Estimates. ’including catch for fishmeal.
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A l th o u g h  th e  o v e r a l l  r e s u l t s  w e r e  p o s i t i v e ,  p r im a r y  p r o d u c t s  a n d  th o s e  in v o lv in g  o n ly  a  sm a ll  
a m o u n t  o f  p r o c e s s in g  in c r e a s e d  in  im p o r t a n c e  w i t h i n  t h e  s e c to r . T h e r e f o r e ,  t h e  a u th o r i t i e s  
r e a f f i r m e d  t h e i r  i n t e n t i o n  o f  e n c o u r a g in g  m a r in e  fo o d  p r o d u c t io n  w i th  a  g r e a t e r  a d d e d  v a lu e  a n d  
d e v e lo p e d  a  s p e c ia l  c r e d i t  p o lic y  fo r  t h a t  p u r p o s e .
i i i )  The petroleum industry. O u tp u t  o f  c r u d e  o il  g r e w  9 % ,  w h ic h  w a s  a  l i t t le  m o r e  t h a n  in  198 4 , 
t h u s  e x c e e d in g  th e  b a r r i e r  o f  100 m i l l io n  b a r r e ls .  C ru d e  o il  e x p o r t s  a lso  r e a c h e d  a n  u n p r e c e d e n te d  
f ig u re ,  r i s i n g  b y  1 5 % . T h e s e  in c r e a s e s  w e r e  m a d e  p o s s ib l e  b y  t h e  i n c o r p o r a t io n  o f  n e w  o il  f ie ld s , t h e  
d e v e l o p m e n t  o f  o t h e r s  a n d  th e  e x p a n s io n  o f  p ip e l in e s .  T h e  o u tp u t  o f  p e t r o l e u m  p r o d u c t s ,  h o w e v e r ,  
d e c l in e d  (b y  n e a r ly  4 % )  a n d  e x p o r t s  o f  th e s e  p r o d u c t s  r e m a in e d  s u b je c t  to  m a r k e d  u p s  a n d  d o w n s ,  
th i s  t im e  f a l l in g  b y  o v e r  2 2 %  ( se e  t a b le  6 ).
T h e  in c r e a s e  in  c r u d e  o i l  p r o d u c t i o n  w a s  la rg e ly  d u e  to  t h e  fa c t t h a t  t h e  E c u a d o r ia n  G o v e r n m e n t  
d e c id e d  t h a t  th i s  w a s  t h e  m o s t  d e s i r a b le  w a y  f o r  t h e  c o u n try  to  d e a l  w i th  t h e  d o w n s w in g  in  
i n t e r n a t io n a l  d e m a n d  a n d  t h e  p r i c e  c u ts  a g r e e d  u p o n  b y  OPEC. T h e  c o u n t r y 's  a v e r a g e  o u t p u t  in  19 8 4  
w a s  a r o u n d  2 6 0  0 0 0  b a r r e l s  d a ily , a  s u b s ta n t ia l ly  h i g h e r  f ig u re  t h a n  th e  m a x im u m  q u o ta  f ix e d  in  
O c to b e r  o f  t h a t  y e a r  b y  t h e  p r o d u c e r s ' c a r t e l  (1 8 3  0 0 0 ) .  I n  e a r ly  1985  E c u a d o r  a n n o u n c e d  t h a t  i t  w o u ld  
b e  fo rc e d  to  ig n o r e  n o t  o n ly  t h e  p r o d u c t i o n  c e i l in g  b u t  a ls o  t h e  p r i c e  e s ta b l is h e d  b y  OPEC, in  s p i t e  o f  
w h ic h  i t  w o u ld  c o n t in u e  to  b e  a  m e m b e r  o f  t h a t  e n t i ty  a n d  to  s u p p o r t  it.
D u r i n g  th e  f i r s t  h a l f  o f  1 9 8 5 , E c u a d o r 's  p r o d u c t i o n  o f  c r u d e  o il  w a s  a b o u t  2 8 0  0 0 0 b a r r e l s  d a ily . 
T h e  g o v e r n m e n t  r e a f f i r m e d  t h a t  i t  c o u ld  n o t  a f fo rd  to  v o lu n ta r i ly  r e d u c e  p r o d u c t io n .  I t  a r g u e d  t h a t  
t h e  E c u a d o r ia n  s u p p ly  — le s s  t h a n  1 %  o f  w o r ld  c ru d e  p r o d u c t io n —  h a d  v i r tu a lly  n o  in f lu e n c e  
w h a t s o e v e r  o n  t h e  i n t e r n a t io n a l  p r ic e .
B e c a u s e  o f  a  s lu g g is h  m a r k e t ,  in  e a r ly  1985 c r u d e  o il  w a s  so ld  a t  a  lo w e r  p r ic e  t h a n  th e  o ffic ia l 
OPEC le v e l ,  w h ic h  a m o u n te d  to  U S $  2 7 .5 0  p e r  b a r r e l .  I t  w a s  h o p e d  t h a t  t h e  lo s s  in  in c o m e  t h i s  w o u ld  
o c c a s io n  w o u ld  b e  o f fs e t  b y  t h e  l a r g e r  e x p o r t  v o lu m e .  I n  A u g u s t ,  t h e  c o u n try  o ffic ia lly  a n n o u n c e d  its  
d e c is io n  to  d i s r e g a r d  t h e  p r i c e  e s ta b l i s h e d  b y  CPEC f o r  c ru d e . T a k in g  a d v a n ta g e  o f  i ts  p o s i t i o n  a s  a  
m a r g in a l  e x p o r t e r ,  i t  in t r o d u c e d  a  m a x im u m  o f  f le x ib il i ty  in  its  o i l  t r a n s a c t io n s  w i th  t h e  a im  o f  
k e e p in g  i t s  c l ie n ts .  T h u s ,  i t  o f fe r e d  i t s  c r u d e  a t  a  f lo a t in g  p r i c e  w h ic h  la rg e ly  d e p e n d e d  ( 7 5 % )  o n  th e  
p r e v a i l i n g  q u o ta t i o n  fo r  A la s k a n  N o r t h  S lo p e  (A N S) o i l  a n d  o n ly  m a r g in a l ly  ( 2 5 % )  o n  th e  p r ic e  
e s t a b l i s h e d  b y  OPEC. T h u s ,  in  S e p te m b e r  t h e  c o u n try  w a s  s e l l in g  O r i e n t e  c r u d e  a t  U S $  2 6 .1 1  p e r  
b a r r e l ,  a  f ig u re  s o m e w h a t  lo w e r  t h a n  t h e  q u o ta t i o n  o f  U S $  2 6 .1 5  s e t  b y  OPEC. T h e  m a jo r i ty  o f  s a le s  
c o n t r a c t s  w e r e  l o n g - te r m  a n d  r e f e r r e d  to  f lo a t in g  p r ic e s .
D a i ly  o u t p u t  w a s  a b o u t  2 9 4  0 0 0  b a r r e ls .  G iv e n  t h e  d r a m a t ic  d r o p  in  p r ic e s  o n  th e  w o r ld  m a r k e t  
a f te r  O PEC s c h a n g e  o f  p o lic y  in  D e c e m b e r ,  E c u a d o r 's  o u tp u t  w e n t  u p  to  a  f ig u re  f lu c tu a t in g  a ro u n d  
3 0 0  0 0 0  b a r r e ls  d a ily , t a k in g  fu ll a d v a n ta g e  o f  i ts  in s ta l l e d  d r i l l i n g  c a p a c ity .
T h e  a v e r a g e  p r i c e  p e r  b a r r e l  w h ic h  th e  c o u n try  o b ta in e d  in  1985 a m o u n te d  to  U S $  2 6  (s e e  
f ig u re  2 ).
F o r  i t s  p a r t ,  d o m e s t ic  c o n s u m p t io n  o f  p e t r o l e u m  p r o d u c t s  d e c r e a s e d  b y  6 % , b r in g in g  i t  to  le s s  
t h a n  2 6 .9  m i l l io n  b a r r e l s ,  t h e  lo w e s t  f ig u re  s in c e  t h e  b e g in n in g  o f  t h e  d e c a d e . T h is  w a s  la rg e ly  t h e  
r e s u l t  o f  a  p o lic y  o f  d o m e s t ic  p r i c e  in c r e a s e s  p u t  in to  e f fe c t a t  t h e  e n d  o f  t h e  p r e v io u s  y e a r . T h e y  w e r e  
r a i s e d  6 5 %  in  D e c e m b e r  19 8 4  a n d ,  w i th  fe w  e x c e p t io n s ,  w e r e  t h e n  f ro z e n  th r o u g h o u t  198 5 . T h e  
d e c l in e  in  d o m e s t ic  c o n s u m p t io n  w a s  a lso  d u e  to  a  d r o p  in  c o n t r a b a n d  s a le s  o f  p e t r o l e u m  p r o d u c t s  to  
n e ig h b o u r i n g  n a t io n s .
T h e  n e w  p r ic e  p o lic y  b r o u g h t  to  a n  e n d  a  p e r io d  o f  s te a d y  a m d  r a p id  e x p a n s io n  in  o il 
c o n s u m p t i o n  w h ic h  f a r  o u t s t r i p p e d  th e  g r o w t h  o f  t h e  e c o n o m y . B e c a u s e  o f  t h i s  p h e n o m e n o n ,  th e  
in s u f f ic ie n t  f o r e ig n  i n v e s tm e n t  in  th i s  a c tiv i ty  a n d  th e  in a b i l i ty  o f  t h e  S ta te  p e t r o l e u m  c o m p a n y  
(CEPE) to  f in a n c e  la r g e - s c a le  p r o s p e c t iv e  p r o je c t s ,  k n o w n  r e s e r v e s  w e r e  p l u m m e t in g .  I n  o r d e r  to  d e a l  
w i th  t h i s  s i t u a t io n ,  t h e  a u th o r i t i e s  h a d  in t r o d u c e d  m a jo r  a m e n d m e n t s  to  t h e  la w  o n  h y d r o c a r b o n s  a 
fe w  y e a r s  e a r l i e r .  V a r io u s  o il  c o m p a n ie s  r e a c te d  b y  e x p r e s s in g  a n  in t e r e s t  in  m a k in g  in v e s tm e n t s  in  
E c u a d o r .  E s s o - H i s p a n o i l  a n d  O c c id e n ta l  O il C o m p a n y  s ig n e d  r is k  c o n t r a c t s  w i th  CEPE fo r  th e  
e x p l o r a t i o n  a n d  e x p l o i t a t i o n  o f  th i s  r e s o u r c e .  T h e  a u th o r i t i e s  e x p r e s s e d  t h e i r  h o p e  t h a t  t h e  v o lu m e  o f  
r e s e r v e s  w o u ld  in c r e a s e  a s  th e s e  i n v e s tm e n t s  m a te r ia l i z e d ,  t h u s  a l lo w in g  e x p o r t s  to  b e  m a in t a in e d  a t 
1985 le v e l s  o r  e v e n  in c r e a s e d .
W i th  r e s p e c t  to  t h e  h y d r o e le c t r i c  s y s te m , t h e  c o n s t r u c t io n  w o r k s  e n v is a g e d  in  t h e  f i r s t  tw o  
p h a s e s  o f  t h e  P a u t e  p o w e r  s t a t i o n  w e r e  c o m p le te d .  T h is  p r o je c t  u s e s  P a u te  r iv e r  w a te r s  b y  m e a n s  o f  
t h r e e  r e s e r v o i r s  lo c a te d  in  t h e  s o u t h e r n  a r e a  o f  t h e  c o u n try . I n  a d d i t io n ,  t h e  w o r k  c o r r e s p o n d in g  to
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Table 6
ECUADOR: INDICATORS OF THE PETROLEUM INDUSTRY
T h o u sa n d s  o f  b a rre ls  G ro w th  ra tes
1982 1983 1984 1985" 1982 1983 1984 1985"
C r u d e  o il
P ro d u c tio n 77 090 86  691 93 879 102 534 0.1 12.5 8.3 9.2
E x p o rts 42  595 59 245 61 265 70 578 -5.9 39.1 3.4 15.2
R e fin e d  o il
P ro d u c tio n  o f  p e tro le u m  p ro d u c ts 32 780 27 021 32 225 31 022 13.9 -17.6 19.3 -3.7
E x p o rts  o f  p e tro le u m  p ro d u c ts 5 341 4  111 6 244 4  844 -8.6 -23.0 51.9 -22.4
Im p o r ts  o f  p e tro le u m  p ro d u c ts 5 570 6 898 4  249 4  855 -0.3 23.8 -38.4 14.2
D o m e s tic  sa les o f  p e tro le u m  p ro d u c ts  2 9  538 27 877 28  500 26  822 3.1 -5.6 2.2 -5.9
Source: Central Bank o f  Ecuador. 
"Provisional figures.
F ig u re  2
E C U A D O R : E X P O R T S  O F P E T R O L E U M  A N D  P E T R O L E U M  P R O D U C T S
D o lla rs  p e r  b a r r e l" ________________________________________________________________ M illio n s  o f  b a r re ls
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ECUADOR: GROSS MANUFACTURING PRODUCT
M illio n s o f  sucres at 1975 jp rices G ro w th  ra tes
1982 1983 1984 1985" 1982 1983 1984 1985"
M a n u fa c tu r in g 2 9  584 2 9  138 28  646 28  120 1.5 -1 .4 - 1.8 - 1.8
F oo d 8 805 8 272 8 388 8 158 -0.7 -6.0 1.4 -2.7
B e v erag es and  tobacco  
T ex tiles , c lo th in g  and
3 510 3 246 3 273 3 064 6.0 -7.5 0.8 -6.4
le a th e r  goods 6 536 6 752 6 676 6 770 2.2 3.3 - 1.1 1.4
W o o d  and w ood p ro d u c ts 1 580 1 614 1 563 1 484 6.1 2.2 -3.2 -5.1
P a p e r  and p r in te d  m a tte r  
C hem ica l and rubber
1 877 1 803 1 768 1 799 6.0 -3.9 -1.9 1.8
p ro d u c ts
B asic m e ta l and n on-
1 814 1 970 1 899 1 912 -4.6 8.6 -3.6 0.7
m eta llic  p ro d u c ts  
M a ch in e ry , e q u ip m e n t
3 671 3 563 3 171 3 051 3.2 -2.9 - 11.0 -3.8
and  t r a n sp o r t  m a te ria l 926 932 803 750 -6.3 0.6 -13.8 -6.6
O th e r  m an u fac tu rin g 865 1 031 1 105 1 132 -1.9 19.2 7.2 2.4
Source: Centra) Bank of Ecuador (national accounts, 1976-1985). 
"Provisional figures.
t h e  t h i r d  p h a s e  w a s  b e g u n  in  1985 . T h e s e  w o r k s  a r e  e x p e c te d  to  s ig n if ic a n t ly  r a is e  t h e  s m a ll  
c o n t r ib u t io n  t h a t  h y d r o e le c t r i c  r e s o u r c e s  m a k e  to  d o m e s t ic  e n e r g y  c o n s u m p t io n .  A c c o r d in g  to  
v a r io u s  e s t im a te s ,  t h e s e  r e p r e s e n t  a b o u t  7 0 %  o f  t h e  to ta l  e n e r g y  r e s o u r c e s  o f  E c u a d o r .
iv )  Manufacturing. M a n u f a c tu r in g  d e c l in e d  a b o u t  2 % ,  j u s t  a s  in  1 9 8 4 , w i th  a  c u m u la t iv e  d r o p  o f  
5 %  d u r in g  th e  la s t  t r i e n n iu m  ( s e e  t a b le  7 ) . N e v e r t h e l e s s ,  m a n u f a c tu r in g  c o n t in u e d  to  b e  t h e  m o s t  
i m p o r t a n t  s e c to r  in  t e r m s  o f  i t s  r e l a t i v e  c o n t r ib u t io n  ( s l ig h t ly  o v e r  1 7 % ) to  t h e  GDP.
T h is  c o n t in u e d  d e t e r i o r a t i o n  s t e m m e d  f ro m  p e r s i s t e n t  f in a n c ia l  d if f ic u lt ie s  c a u s e d  b y  th e  
s e c to r 's  la r g e  d e b t  a n d  th e  h ig h  c o s t  o f  c r e d i t ,  a s  w e l l  a s  f ro m  t h e  s lu g g is h n e s s  o f  d e m a n d  a n d  
s t r u c tu r a l  f la w s , p a r t i c u la r ly  t h e  s h o r t a g e  o f  s k i l le d  m a n p o w e r ,  t h e  in su f f ic ie n c y  o f  p h y s ic a l  
i n f r a s t r u c tu r e  a n d  o f  c r e d i t  r e s o u r c e s  a n d  d if f ic u l t ie s  in  t h e  s u p p ly  o f  r a w  m a te r ia l s .
T h e  im p o r t  l ib e r a l iz a t i o n  p o lic y  w h ic h  th e  g o v e r n m e n t  b e g a n  to  i m p l e m e n t  in v o lv e d  a  
p r o g r e s s iv e  w i th d r a w a l  f ro m  t h e  d e c a d e s -o ld  p r o t e c t i o n i s t  f r a m e w o rk  o f  m a n u f a c tu r in g  a n d  
o b v io u s ly  in f lu e n c e d  th e  s e c to r 's  p e r f o r m a n c e .
T h e  p r o d u c t io n  o f  fo o d , b e v e r a g e s  a n d  to b a c c o ,  w h ic h  a c c o u n ts  f o r  4 0 %  o f  in d u s t r i a l  a d d e d  
v a lu e ,  d e c l in e d  b y  n e a r ly  4 % ,  m a in ly  d u e  to  th e  n e g a t iv e  t r e n d  in  i t e m s  d e s t in e d  fo r  d o m e s t ic  
c o n s u m p t io n .  T h e  in d u s t r i e s  p r o d u c in g  c o n s u m e r  d u r a b le s  a n d  i n t e r m e d ia t e  a n d  c a p i ta l  g o o d s  
r e c o r d e d  a  s l ig h t  d e c r e a s e  b e c a u s e  o f  s t r u c tu r a l  p r o b le m s  m a in ly  r e la te d  to  t h e i r  h e a v y  d e p e n d e n c e  o n  
th e  e x t e r i o r  f o r  i n p u t s  a n d  t e c h n o lo g y .
v )  Construction. T h e  o u t p u t  o f  th i s  s e c to r  in c r e a s e d  b y  b a re ly  1 % , a f te r  a  c u m u la t iv e  d r o p  o f  
o v e r  1 1 %  in  t h e  p r e v io u s  b ie n n iu m . T h is  s l ig h t  r e c o v e ry  w a s  m a d e  p o s s ib le  t h a n k s  to  th e  
c o n t in u a t io n  o f  p u b l ic  w o r k s  p r o je c ts .  T h e  b u i ld in g  o f  h o u s in g  b y  th e  p r i v a t e  s e c to r  r e m a in e d  
p r a c t ic a l ly  s t a g n a te d  d u e  to  t h e  p e r s i s t e n c e  o f  t h e  n e g a t iv e  f a c to r s  o b s e rv e d  in  p r e v io u s  y e a r s :  
in s u f f ic ie n t  d e m a n d ,  h ig h  i n p u t  c o s ts  a n d  a  s h o r t a g e  o f  c r e d i t .  T h e  im p e tu s  p r o v id e d  b y  th e  p u b l ic  
s e c to r  w a s  s ig n if ic a n t ly  w e a k e r  b e c a u s e  t h e  " P l a n  T e c h o " ,  a  g o v e r n m e n t  i n i t i a t i v e  w h ic h  e n v is a g e d  
th e  e r e c t io n  o f  1 2 0  0 0 0  lo w - c o s t  d w e l l in g s  in  t h e  s p a c e  o f  f o u r  y e a r s ,  w a s  b e s e t  b y  f in a n c ia l  a n d  
o r g a n iz a t io n a l  d if f ic u lt ie s .
v i )  Mining. I n  k e e p in g  w i th  i ts  d e v e lo p m e n t  s t r a te g y  f o r  th e  n a tu r a l  r e s o u r c e s  p r e s e n t  in  th e  
c o u n t r y  — g o ld , s i lv e r ,  c o p p e r ,  s u lp h id e s —  o n ly  a  v e ry  s m a ll  p e r c e n ta g e  o f  w h ic h  h a v e  b e e n  
e x p lo i t e d ,  t h e  p r e s e n t  g o v e r n m e n t  a m e n d e d  t h e  m in i n g  c o d e  in  1 985 . T h r o u g h  th e  g r a n t i n g  o f  t a x
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c o n c e s s io n s  i t  i n t e n d s  to  a t t r a c t  a  g r e a t e r  f lo w  o f  p r i v a t e  in v e s tm e n t ,  b o th  n a t io n a l  a n d  f o r e ig n ,  to  
th i s  s e c to r .
A s  a  r e s u l t  o f  th i s  n e w  e m p h a s i s ,  t h e  E c u a d o r ia n  S ta te  s ig n e d  a b o u t  3 0 0  m in i n g  c o n t r a c t s  
d u r in g  t h e  y e a r ,  15 o f  t h e m  w i th  f o r e ig n  c o m p a n ie s .
3. T h e  e x t e r n a l  s e c to r
a )  Merchandise trade
I n c o m e  f ro m  e x p o r t s  o f  g o o d s  w e n t  u p  b y  n e a r ly  1 0 %  b e c a u s e  t h e  fa ll  in  u n i t  v a lu e  ( -4 % )  w a s  
m o r e  t h a n  o f fs e t  b y  th e  e x p a n s io n  ( 1 4 % )  in  q u a n tu m  ( s e e  ta b le  8 ). T h is  c o m b in a t io n  w a s  r e c o r d e d  
fo r  t h e  t h i r d  c o n s e c u t iv e  y e a r ;  t h u s ,  d u r in g  t h e  t r i e n n iu m  th e  c u m u la t iv e  in c r e a s e  in  t h e  p h y s ic a l  
v o lu m e  o f  e x t e r n a l  s a le s  w a s  a b o u t  3 5  %  a n d  th e  d e t e r i o r a t i o n  in  u n i t  v a lu e  w a s  o v e r  1 2 % . I m p o r t s  o f  
g o o d s  c o n t in u e d  th e  r e c o v e r y  ( 1 0 % )  b e g u n  th e  y e a r  b e f o re  f o l lo w in g  t h e  s e v e re  c o n t r a c t io n  ( -4 3 % )  
s e e n  in  t h e  1 9 8 2 -1 9 8 3  b i e n n iu m .  T h e  p h y s ic a l  v o lu m e  o f  e x t e r n a l  p u r c h a s e s  o n c e  a g a in  g r e w  a t  a  
f a s te r  r a t e  t h a n  t h e i r  v a lu e ,  so  t h e  u n i t  v a lu e  a g a in  d e c l in e d  ( - 1 % ).
M a in ly  a s  a  r e s u l t  o f  t h e  fa ll  in  i n t e r n a t io n a l  p r ic e s  f o r  p e t r o l e u m  a n d  c o c o a , t h e  t e r m s  o f  t r a d e  
d e t e r i o r a t e d  b y  s l ig h t ly  o v e r  2 % ; t h i s  m a r k e d  t h e  r e a p p e a r a n c e  o f  a  t r e n d  o b s e rv e d  s in c e  t h e  
b e g i n n i n g  o f  t h e  d e c a d e  a n d  o n ly  i n t e r r u p t e d  in  1984 . T h e  v ig o r o u s  in c r e a s e  in  t h e  q u a n tu m  o f  
e x t e r n a l  s a le s  m a d e  p o s s ib le ,  h o w e v e r ,  a  r e c o v e ry  o f  t h e  p u r c h a s in g  p o w e r  o f  e x p o r t s .
i)  Exports o f  goods. T h e  s u b s ta n t i a l  u p s w in g  in  e x p o r t s  ( n e a r ly  1 0 % ) w a s  m a in ly  d u e  to  th e  
d y n a m is m  o f  p r i m a r y  p r o d u c t s  ( 11 % ) ,  s in c e  s a le s  o f  m a n u f a c tu r e s ,  w h ic h  h a d  e x p a n d e d  b y  o v e r  7 0 %  
t h e  y e a r  b e f o r e ,  n o w  d r o p p e d  s l ig h t ly . A m o n g  t r a d i t i o n a l  e x p o r t  p r o d u c t s ,  o n ly  s h r i m p  s a le s  d e c l in e d ,  
a  d e c r e a s e  w h ic h  fo l lo w e d  u p o n  t h a t  o f  t h e  p r e c e d in g  y e a r  a n d  w h ic h  w a s  d u e  to  t h e  p e r s i s t e n c e  o f  
v e ry  u n f a v o u r a b le  e c o lo g ic a l  f a c to r s  ( s e e  ta b le s  9  a n d  10).
T a b le  8
E C U A D O R : M A I N  F O R E IG N  T R A D E  I N D IC A T O R S
E x p o rts  o f  goods 
V alue  
V o lu m e 
U n it  value 
Im p o rts  o f  goods 
V alu e  
V o lum e 
U n it value
T e rm s  o f  tra d e  (g o o d s)
P u rc h a s in g  p o w er o f  e x p o rts  
o f  goods
P u rc h a s in g  p o w er o f  e x p o r ts  
o f  goods and services 
V o lu m e indexes:
E x p o rts  o f  goods 
Im p o rts  o f  goo d s 
T e rm s  o f  tra d e  (g o o d s)
1980 1981 1982
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Source: ECLAC, on the basis of official data.





ECUADOR: EXPORTS OF GOODS, FOB
M illio n s  o f  
d o lla rs  FOBI
P e rc e n ta g e
b reak d o w n
G ro w th  ra te s
1983 1984 1985° 1975 1980 1985° 1983 1984 1985°
T o ta l  e x p o r ts 2  348 2  622 2  870 100.0 100.0 100.0 0.9 11.7 9.5
P r im a r y  p ro d u c ts 2  149 2  277 2  532 89.6 76.2 88.2 9.6 5.9 11.2
P e tro le u m 1 6 3 9 1 678 1 825 60.3 56.1 63.6 18.1 2.4 8.7
Coffee 149 175 184 6.8 5.3 6.4 7.1 17.6 5.6
S h rim p s 175 160 154 1.5 2.3 5.4 43.1 -8.7 -3.4
B a n an as 153 136 190 14.2 9.6 6.6 -28.3 - 11.0 39.6
C ocoa 8 96 140 4.3 1.2 4.9 -86.7 1047 .4 45 .8
O th e rs 25 32 39 2.5 1.7 1.4 -27.4 36.6 2 1 .8
M a n u fa c tu re d  p r o d u c ts 199 345 338 10.4 23 .8 11.8 -45 .7 72 .9 -2 .0
P e tro le u m  p ro d u c ts 94 156 101 0.1 6.8 3.5 -22.0 66.7 -35.4
P ro c essed  m a rin e  p ro d u c ts 28 64 95 0.7 3.6 3.3 -66.7 135.9 47 .8
P ro c essed  cocoa p ro d u c ts 26 50 76 3.1 7.3 2.6 -52.8 90.7 50.5
O th e rs 51 75 66 6.5 6.1 2.3 -52.6 41 .9 - 12.0
Source: Central Bank uf Ecuador. 
"Provisional figures-
E C U A D O R  :
T ab le  10
V O L U M E  O F  E X P O R T S  O F  M A IN  P R O D U C T S
T h o u sa n d s  o f  to n s G ro w th  ra te s
1983 1984 1985° 1982 1983 1984 1985°
P e tro le u m 59.2 61.3 70.6 5.9 39.0 3.5 15.2
Coffee 75.0 72.0 76.1 32.0 1.6 -4.7 5.7
B a n an as 91.0 92.4 107.4 -1.3 -27.8 1.5 15.1
C ocoa 6.0 46 .9 71.2 56.3 -86.9 681.7 51.8
S h rim p s 2 1 .6 21.3 19.7 46.2 30.9 -1.3 -7.5
P ro cessed  cocoa p ro d u c ts 27.0 28.5 32.8 -0.6 -43.0 4.4 15.1
P e tro le u m  p ro d u c ts 4.1 6.2 4 .8 - 8.6 -23.0 51.9 -22.4
P ro c essed  m a rin e  p ro d u c ts 40.0 130.3 279.2 2.3 -70.1 2 2 5 .0 114.4
Source: Central Bank uf Ecuador.
"Provisional figures. Millions of barrels.
E c u a d o r ia n  c r u d e  o il  s a le s  a b r o a d  e x c e e d e d  th e  f ig u re  o f  7 0  m i l l io n  b a r r e ls  f o r  t h e  f i r s t  t im e ,  
t h a n k s  to  a  m a r k e d  e x p a n s io n  ( 1 5 % )  in  t h e  e x p o r t e d  q u a n tu m , a n d  g e n e r a t e d  in c o m e  o f  s l ig h t ly  o v e r  
U S $  1.8 b i l l io n .  H o w e v e r ,  t h e  g r e a t  r e l a t i v e  i m p o r t a n c e  o f  o il  a s  a  f o r e ig n  e x c h a n g e  e a r n e r  c o n t in u e d  
to  d e c l in e :  c lo s e  to  7 0 %  in  1 9 8 3 ; 6 4 %  t h e  f o l lo w in g  y e a r ;  s l ig h t ly  o v e r  6 3 %  in  1985 .
I n  a c c o rd a n c e  w i th  t h e  e s ta b l i s h e d  m a r k e t i n g  p o l ic y ,  c r u d e  o il  c o n t in u e d  to  b e  so ld  t h r o u g h  
l o n g - te r m  c o n t r a c t s  ( a  p o lic y  w h ic h  h a s  c o n s id e ra b ly  r e d u c e d  s to r a g e  r i s k s ) ,  a l t h o u g h  t h e r e  w a s  n o  
s e t t i n g  o f  l o n g - te r m  p r ic e s .  A b o u t  h a l f  t h e  s a le s  w e n t  to  t h e  A m e r ic a n  m a r k e t  a n d  a  l i t t le  le s s  t h a n  
o n e - t h i r d  to  t h e  K o r e a n  m a r k e t .  E x p o r t s  b y  CEPE a c c o u n te d  f o r  n e a r ly  6 0 %  o f  t h e  t o ta l ,  c o m p a r e d  to  
a b o u t  5 0 %  in  1984 .
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B a n a n a  e x p o r t s  g r e w  4 0 %  t h a n k s  to  a n  u p t u r n  in  q u a n tu m  a n d , e s p e c ia l ly ,  to  a  2 0 %  r i s e  in  t h e  
i n t e r n a t io n a l  p r ic e .  T h e  p r i c e  w a s  s t i l l  lo w e r  t h a n  i t  h a d  b e e n  in  1 9 8 0 , b u t  n o n e th e l e s s  e n a b le d  
E c u a d o r  to  r e c o v e r  i t s  l e a d e r s h ip  o n  th e  w o r ld  b a n a n a  m a r k e t .
F o r  t h e i r  p a r t ,  c o f fe e  s a le s  w e n t  u p  b y  6 %  b e c a u s e  t h e  in c r e a s e  in  v o lu m e  m o r e  t h a n  o f fs e t  t h e  
s l ig h t  fa ll  in  p r ic e .  H o w e v e r ,  u n l ik e  t h e  c a s e  o f  b a n a n a s ,  t h e  c o ffe e  m a r k e t  b e c a m e  e v e n  m o r e  
c o n c e n t r a t e d  ( b e tw e e n  8 0 %  a n d  9 0 % )  in  t h e  U n i t e d  S ta te s .
E x p o r t s  o f  c o c o a  b e a n s  j u m p e d  4 6 % ,  a f te r  t h e  m e te o r ic  e x p a n s io n  o f  t h e  p r e v io u s  y e a r ,  t h a n k s  
to  a  n e w  in c r e a s e  in  q u a n t u m  w h ic h  o f fs e t  t h e  d r o p  ( -4 % )  in  t h e  i n t e r n a t io n a l  q u o ta t io n .
T h e  s c a n t  d e c r e a s e  in  m a n u f a c tu r in g  e x p o r t s ,  w h ic h  c o n s is t  o f  d e r iv a t iv e s  o f  s o m e  n a tu r a l  
p r o d u c t s  in  w h ic h  t h e  c o u n t r y  h a s  c le a r  c o m p a r a t iv e  a d v a n ta g e s ,  w a s  in  c o n t r a s t  w i th  t h e  v ig o r o u s  
u p t u r n  — la rg e ly  a  r e c o v e ry  f ro m  p r e v io u s  d r o p s —  o b s e r v e d  in  198 4 . T h is  d e c l in e  to o k  p la c e  e v e n  
t h o u g h  e x p o r t s  o f  p r o c e s s e d  m a r i n e  a n d  c o c o a  p r o d u c t s  e x p a n d e d  b y  a b o u t  5 0 % ,  s in c e  s a le s  o f  
p e t r o l e u m  p r o d u c t s ,  w h ic h  c o n s t i t u t e  t h e  m o s t  i m p o r t a n t  i t e m  u n d e r  th i s  h e a d in g ,  s u n k  b y  3 5  % . T h e  
in c r e a s e s  in  e x p o r t s  o f  p r o c e s s e d  m a r in e  a n d  c o c o a  p r o d u c t s  w e r e  a c h ie v e d  in  s p i t e  o f  a  fa ll  in  t h e i r  
p r i c e s  ( 3 0 %  a n d  4 % ,  r e s p e c t iv e ly )  a n d  o f  p e r s i s t e n t  e c o lo g ic a l  d if f ic u lt ie s  a f fe c tin g  th e  s h r im p  c a tc h .
T h e  g o o d  p e r f o r m a n c e  o f  e x t e r n a l  s a le s  o v e r a l l  w a s  b a s ic a lly  d u e  to  a  m o r e  f a v o u ra b le  e x c h a n g e  
p o l ic y  a s  w e l l  a s  to  t h e  c r e d i t  s u p p o r t  p r o v id e d  to  p o t e n t i a l  e x p o r t e r s .  D u r i n g  1985 t h e  g o v e r n m e n t  
a d o p te d  n e w  m e a s u r e s  f o r  t h a t  p u r p o s e ,  in c lu d in g :  t h e  e x t e n s io n  o f  t h e  c o v e r a g e  o f  t a x  c r e d i t  
c e r t i f ic a te s ,  f a v o u r in g  e x p o r t s  f ro m  t h e  f i s h in g ,  lu m b e r ,  c r o p - f a r m in g  a n d  a g r o - in d u s t r i a l  s e c to r s ;  t h e  
s im p l i f i c a t io n  o f  f o r e ig n  t r a d e  p r o c e d u r e s ;  a n d  th e  e n g a g e m e n t  o f  t h e  s e rv ic e s  o f  t h e  S o c ié té  G é n é r a le  
d e  S u rv e i l la n c e ,  S .A . to  r e d u c e  o v e r - in v o ic in g  o f  i m p o r t s  a n d  u n d e r - in v o ic in g  o f  e x p o r t s ,  p r a c t ic e s  
w h ic h  w e r e  r e p r e s e n t i n g  a  h u g e  f o r e ig n  e x c h a n g e  d r a in  o n  t h e  c o u n try .
i i)  Imports o f  goods. I m p o r t s ,  w h ic h  h a d  b e g u n  to  r e c o v e r  in  1984  a f te r  h a v in g  
p l u m m e t e d  ( - 4 0 % )  in  1 9 8 2 -1 9 8 3 , c o n t in u e d  t h e i r  u p t u r n  ( 1 0 % )  (s e e  ta b le  11). C o n t r ib u to ry  fa c to r s  
w e r e  t h e  e c o n o m ic  r e c o v e ry  a n d  th e  l ib e r a l iz a t io n  o f  f o r e ig n  t r a d e ,  w h ic h  in c lu d e d  t h e  d e r o g a t io n  o f  
p r o h i b i t i o n s  a f fe c t in g  c e r t a in  i t e m s  a n d  t h e  lo w e r in g  o f  ta r if f s .  T h e  v a lu e  o f  i m p o r t s  in  1985 w a s  
21  %  lo w e r  t h a n  in  1 9 8 2 , in  c o n t r a s t  w i th  t h e  v a lu e  o f  e x p o r t s ,  w h ic h  h a s  r e g a in e d  i ts  p r e - c r i s i s  le v e l.
T ab le  11
E C U A D O R : IM P O R T S  O F  G O O D S , F O B
M illio n s o f  d o lla rs  P e rc e n ta g e  G ro w th  ra tes
b reak d o w n
1983 1984 1985° 1975 1980 1985° 1983 1984 1985°
T o ta l” 1 4 0 7 .6 1 567.0 1 723.0 100.0 100.0 100.0 -35 .5 11.3 10.0
C o n s u m e r  g o o d s 2 60 .2 306.0 322.9 13.1 18.2 18.7 43.1 17.6 5.5
N o n -d u ra b le 52.2 76.0 94.4 7.0 4.6 5.5 -39.2 45 .6 24.2
D u rab le 2 08.0 230.0 228.5 6.1 13.5 13.3 -44.0 10.6 -0.7
R a w  m a te r ia ls  a n d
in te rm e d ia te  g o o d s 814.2 889.0 935 .9 43 .8 42 .6 54.3 -19.5 9.2 5.3
F o r ag ricu ltu re 35.7 54.0 65.6 4.8 2.0 3.8 -19.8 51.3 21.5
F o r in d u stry 4 9 0 .0 654.0 6 6 7.6 29 .6 27.5 38.7 -26.6 33.5 2.1
F o r co n s tru c tio n 32.2 37.0 45.1 7.5 4.2 2.6 -59.4 14.9 21 .9
Fuels and lu b ric an ts 256.3 144.0 157.6 1.9 8.9 9.1 16.4 -43.8 9.4
C a p ita l  g o o d s 333.2 372 .0 464 .2 4 2 .6 39.2 26 .9 -53.3 11.6 2 4 .8
F o r ag ricu ltu re 8.6 14.0 27.9 3.6 1.2 1.6 -69.9 62.8 99.3
F o r in d u stry 2 3 6 .8 246.0 308.1 23.9 21.7 17.9 -45.5 3.9 25.2
T ra n s p o r t  e q u ip m e n t 87.8 112.0 128.2 15.1 16.3 7.4 -64.9 27.6 14.5




T h e  n e w  ta r i f f  s y s te m  w a s  d e s ig n e d  to  f o s t e r  e f f ic ie n t  i m p o r t  s u b s t i t u t io n  a n d  to  p r o m o te  
e x p o r t s  r e q u i r i n g  f o r e ig n  in p u t s .  T h e  n e t  r e s u l t  o u g h t  to  b e  a  s h a r p  d e c l in e  in  t h e  p r o t e c t i o n  w h ic h  
in d u s t r y  h a s  t r a d i t i o n a l ly  e n jo y e d .
P u r c h a s e s  o f  c a p i ta l  g o o d s  a b r o a d  g r e w  ( 2 5 % )  m o r e  t h a n  tw ic e  a s  f a s t  a s  i m p o r t s  d id  o n  
a v e r a g e ,  b u t  th i s  i s  e x p la in e d  b y  t h e  f a c t  t h a t  d u r in g  th e  r e c e s s io n  th e y  a ls o  c o n t r a c t e d  m o r e  in te n s e ly .  
I n  t u r n ,  p u r c h a s e s  a b r o a d  o f  r a w  m a t e r i a l s  a n d  in t e r m e d ia t e  g o o d s ,  w h ic h  h a d  b e e n  t h e  le a s t  a f fe c te d  
in  1 9 8 3 , o n ly  s h o w e d  a  5 %  u p s w in g .  A l th o u g h  th e s e  t h r e e  b r o a d  c a te g o r ie s  d id  r e c o r d  in c r e a s e s ,  su c h  
i m p o r t s  r e m a in e d  w e l l  b e lo w  t h e i r  p r e - c r i s i s  le v e ls .
b )  The deficit on the balance-of-payments current account and its financing
T h e  t r a d e  s u r p lu s  w a s  a lm o s t  U S $  1 b i l l io n ,  a n  a m o u n t  2 8 %  h i g h e r  t h a n  t h a t  o f  t h e  p r e c e d in g  
y e a r  a n d  t h e  h i g h e s t  s in c e  t h e  1 9 7 0 s  ( s e e  ta b le  12). C o m b in e d  w i th  t h e  d e c r e a s e  in  i n t e r e s t  p a y m e n t s  
o n  t h e  e x t e r n a l  d e b t  a n d  in  o t h e r  p a y m e n t s  f o r  s e rv ic e s ,  t h i s  b r o u g h t  t h e  d e f ic i t  o n  c u r r e n t  a c c o u n t  
d o w n  a lm o s t  6 0 %  to  U S $  110  m i l l io n ,  t h e  lo w e s t  in  m a n y  y e a r s .
T h e  n e t  p a y m e n t  o f  s e rv ic e s  s h r a n k  m a in ly  b e c a u s e  o f  t h e  U S $  7 4  m i l l io n  d r o p  in  i n t e r e s t  
p a y m e n t s  o n  t h e  e x t e r n a l  d e b t  w h ic h ,  in  t u r n ,  w a s  th e  r e s u l t  o f  a  d e c l in e  in  i n t e r e s t  r a t e s  o n  th e  
i n t e r n a t io n a l  m a r k e t .  O n  t h e  o t h e r  h a n d ,  i n t e r e s t  r e c e iv e d  w e n t  d o w n  b y  U S $  51 m i l l io n  a n d  o t h e r  
i n t e r e s t  p a id  o n  t h e  s h o r t - t e r m  d e b t  in c r e a s e d  b y  U S $  10 m i l l io n .
T h e  c a p i ta l  a c c o u n t  r e c o r d e d  a  s u r p lu s  o f  U S $  135 m i l l io n ,  m a in ly  t h a n k s  to  t h e  r e n e g o t i a t i o n  
o f  t h e  e x t e r n a l  d e b t ,  w h ic h  m a d e  i t  p o s s ib le  to  d e f e r  p a y m e n t s  a m o u n t in g  to  U S $  1.1 b i l l io n .
T h e  c o u n t r y  r e c e iv e d  f r e s h  f i n a n c in g  in  t h e  a m o u n t  o f  a r o u n d  U S $  2 0 0  m i l l io n  f ro m  
in t e r n a t io n a l  p r i v a t e  b a n k s ;  t h e s e  r e s o u r c e s  w e r e  u s e d  to  m a k e  p a y m e n t s  t h a t  h a d  b e e n  in  a r r e a r s .  In  
a d d i t io n ,  lo a n s  f ro m  u n i l a t e r a l  a n d  b i l a te r a l  c r e d i t  a g e n c ie s  w e r e  o b ta in e d .  P r o v i s io n a l  e s t im a te s  
in d ic a te d  t h a t  t h e r e  w a s  a n  in c r e a s e  o f  2 0 %  in  t h e  f lo w  o f  f o r e ig n  i n v e s tm e n t  in  1 9 8 5 , w h ic h  m a y  
h a v e  b e e n  t h e  r e s u l t  o f  t h e  p o lic y  a d v o c a te d  b y  th e  g o v e r n m e n t  o f  o p e n in g  u p  sp e c if ic  s e c to r s  ( s u c h  a s  
m i n i n g ,  a g r o - in d u s t r y ,  o i l  e x p l o r a t i o n ,  e tc .)  to  f o r e ig n  c a p i ta l .
T h e  o v e r a l l  r e s u l t  w a s  a  U S $  2 5  m i l l io n  s u r p lu s  o n  th e  b a la n c e  o f  p a y m e n t s ,  a f te r  th e  d e f ic i t  o f  
a b o u t  U S $  8 0  m i l l io n  r e c o r d e d  t h e  y e a r  b e fo re .
c )  The externa/ debt
T h e  e x t e r n a l  d e b t  i n c r e a s e d  m o r e  t h a n  7 % ,  t h u s  e x c e e d in g  U S $  7 .4  b i l l io n ,  b u t  i ts  s ig n if ic a n c e  
in  t e r m s  o f  t h e  G D P d e c l in e d  f ro m  7 3 %  to  5 8 %  ( se e  t a b le  13).
T h e  r e n e g o t i a t i o n  o f  t h e  e x t e r n a l  d e b t  — tw o - t h i r d s  o f  w h ic h  is  o w e d  to  p r i v a t e  i n t e r n a t io n a l  
b a n k s —  a l le v ia te d  t h e  o v e r w h e l m i n g  b u r d e n  o f  d e b t  s e rv ic e  in  1985 b y  d e f e r in g  th e  p a y m e n t  o f  
c a p i t a l  m a t u r i t i e s  a m o u n t in g  to  U S $  1.1 b i l l io n .  A s  a  r e s u l t ,  t h e  s ig n if ic a n c e  o f  d e b t  s e rv ic in g  in  t e r m s  
o f  to t a l  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  d r o p p e d  f ro m  3 6 %  to  3 1 % .  I n t e r e s t  p a y m e n t s ,  in  t h e i r  t u r n ,  
s h r a n k  d u e  to  a  d e c r e a s e  in  t h e  i n t e r n a t io n a l  r a te s .
E v e n  so , t h e  s u m  o f  a m o r t i z a t i o n  a n d  i n t e r e s t  p a y m e n t s  ( to ta l  s e rv ic e )  w a s  o v e r  U S $  3 4 0  
m i l l io n  g r e a t e r  t h a n  t h e  n e t  f lo w  o f  r e s o u r c e s  ( d i s b u r s e m e n t s ) .  F o r  t h e  t h i r d  c o n s e c u t iv e  y e a r ,  
E c u a d o r  w a s  th e r e f o r e  a  n e t  c a p i t a l  e x p o r t e r  ( s e e  ta b le  13).
I n  la te  1 9 8 4  t h e  E c u a d o r ia n  G o v e r n m e n t  h a d  r e a c h e d  a n  a g r e e m e n t  w i th  t h e  M a n a g e m e n t  
C o m m i t t e e  o f  C r e d i to r  B a n k s  to  r e s t r u c t u r e  t h e  c o u n t r y 's  e x t e r n a l  d e b t .  A m o r t i z a t io n  p a y m e n t s  
c o r r e s p o n d i n g  to  t h e  p e r io d  f ro m  31 D e c e m b e r  1 9 8 4  to  31 D e c e m b e r  1 9 8 9 , w h ic h  
a m o u n te d  — in c lu d in g  t h e  p r i v a t e - s e c t o r  d e b t  g u a r a n t e e d  b y  t h e  C e n t r a l  B a n k —  to  a b o u t  U S $  4 .5  
b i l l io n ,  w e r e  r e s c h e d u le d  o v e r  a  p e r i o d  o f  12 y e a r s ,  in c lu d in g  th r e e  g r a c e  y e a r s .  A m o r t i z a t io n  
p a y m e n t s  a re  to  b e g in  in  F e b r u a ry  1 9 8 8 , t h e  y e a r  in  w h ic h  2 .5 %  o f  t h e  r e s c h e d u le d  d e b t  f a l ls  d u e . 
T h e s e  p a y m e n t s  a re  to  in c r e a s e  g r a d u a l ly  y e a r  b y  y e a r ,  r e a c h in g  t h e i r  h ig h e s t  le v e l  in  1 9 9 6 , w h e n  th e y  
w il l  r e p r e s e n t  a  l i t t le  m o r e  t h a n  o n e - s ix th  o f  t h e  to ta l .  W i t h  r e g a r d  to  i n t e r e s t  r a t e s ,  t h e  a m o u n t  
r e f in a n c e d  in  1985 ( a b o u t  U S $  4 .5  b i l l io n )  is  to  b e c o m e  s u b je c t  a s  f ro m  198 6  to  a  f lo a t in g  LIBOR, 
w h ic h  i s  m o r e  f a v o u ra b le  f o r  E c u a d o r  t h a n  th e  f lo a t in g  p r i m e  r a t e  p r e v io u s ly  in  fo rc e . F u r t h e r m o r e ,  
t h e  i n t e r e s t  s p r e a d  w a s  r e d u c e d  f ro m  2 - 1 / 8 %  to  1 -3 /8 % .
A f te r  su c c e s s iv e  d e la y s , t h e  m u l t i - a n n u a l  r e f in a n c in g  a g r e e m e n t  b e tw e e n  E c u a d o r  a n d  th e  
i n t e r n a t io n a l  b a n k s  w a s  f in a lly  s ig n e d  in  D e c e m b e r  1985 . T h e  c o u n try  t h u s  b e c a m e  t h e  f i r s t  sm a ll  
d e b t o r  to  s e c u re  a  m u l t i - a n n u a l  r e s c h e d u l in g  a g r e e m e n t  w i th  t h e  C o m m i t t e e  o f  C r e d i to r  I n s t i t u t i o n s .
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Table 12
ECUADOR: BALANCE OF PAYMENTS
(Millions o f  dollars)
1979 1980 1981 1982 1983 1984 1985"
B a la n ce  o n  c u r re n t  a c c o u n t -654 -672 -1 0 2 7 -1 215 -128 -268 -1 1 0
T rad e  balance -242 -58 -2 1 0 -203 735 855 966
E x p o rts  o f  goods and  services 2  411 2  866 2  913 2  690 2  643 2  895 3 234
G oods FO B 2 151 2  544 2  544 2  343 2  365 2  622 2  870
R eal serv ices 260 322 369 347 278 273 364
T ra n s p o r t  and  in su ran ce 109 113 151 139 95 95 146
T ravel 80 131 131 131 120 120 143
Im p o rts  o f  goo d s and  services 2  653 2  925 3 124 2  893 1 9 0 8 2  040 2  268
G oods FO B 2 097 2  242 2  362 2  181 1 4 0 8 1 567 1 723
R eal serv ices 556 683 762 712 500 473 545
T ra n s p o r t  and  in su ran ce 295 328 368 320 238 296 269
T ravel 156 228 250 250 152 155 167
F a c to r  serv ices -412 -614 -816 -1 0 12 -863 -1 123 -1 0 7 6
P ro fits -94 -1 1 1 -10 0 -80 -60 -70 -1 2 0
In te re s t  received 68 109 87 44 45 77 26
In te re s t  paid -329 -523 -709 -811 -723 -936 -872
O th e rs -56 -89 -94 -165 -125 -194 -1 1 0
U n re q u ite d  p r iv a te  tra n sfe r  p a y m e n ts - - - - - - -
B a la n ce  o n  cap ita l a c c o u n t 
U n re q u ite d  official tra n sfe r  p a y m e n ts
698 942 656 875 238 187 135
29 30 25 20 24 20 25
L o n g -te rm  cap ital 690 763 1 0 7 7 164 1 372 358
D ire c t in v e s tm e n t (n e t) 63 70 60 40 50 50 60
P o rtfo lio  in v e s tm e n t (n e t) - - - - - - -
O th e r  lo n g - te rm  cap ital 626 693 10 1 7 124 1 322 305—
Official sec to r' 344 609 898 -245 2  265 879
L oan s d isbu rsed 952 795 1 283 213 2  641 1 531
A m o rtiz a tio n  p a y m e n ts -601 -176 -378 -442 -363 -643
C o m m erc ia l b a n k s ' 1 5 2 - -7 -9
L oan s d isb u rsed 2 8 7 8 - 1
A m o rtiz a tio n  p a y m e n ts -1 -1 -1 -1 -1 -1
O th e r  se c to rs ' 281 79 117 369 -936 -562
L oan s d isbu rsed 593 496 462 1 112 150 78 >  50
A m o rtiz a tio n  p a y m e n ts -374 -416 -345 -742 -1 085 -639
S h o rt- te rm  cap ita l (n e t) -24 217 -360 919 -1 073 -200
Official secto r 9 -30 1 572 -520 -95
C o m m erc ia l banks -10 -17 -5 50 7 34
O th e r  sec to rs -22 264 -356 297 -560 -139
E rro rs  and  o m iss io n s  (n e t) 3 -68 -86 -228 -85 9
G lo b a l b a lan ce 44 270 -370 -340 110 4 T 25
T ota l v a ria tio n  in  rese rv es  
(- sign  in d ica tes  an  increase ) -87 -291 381 328 -127 58 -25
M o n e ta ry  gold - - - - - -
Special D ra w in g  R ig h ts -11 1 -9 34 - -
IM F  reserv e  p o s itio n -2 -15 -1 29 -12 12
F o re ig n  ex ch an g e  asse ts -73 -277 391 266 -328 21
O th e r  asse ts - - - - - -
U se  m ade o f  IM F  cred it - - - - 213 25
Source: 1979-1983: International Monetary Fund, Balance o f  Payments Yearbook, March 1986; 1984-1985: ECLAC, on the basis of data 
supplied by the Central Bank of Ecuador.
0 Provisional data. 6Real services also include other official and private transactions but not factor services. eIn addition to loans
received and amortization payments, this entry includes net loans granted and other assets and liabilities. The global balance is the
sum of the balance on current account plus the balance on capital account. The difference between total variation in reserves of opposite sign 






1980 1981 1982 1983" 1984" 1985"
M il l io n s  o f  d o lla rs
A . B a la n c e s
T o ta l  e x te rn a l  d e b t ' 4  652 5 868 6 186 6 690 6 949 7 4 4 0
P u b lic ' 3 530 4  416 4  558 6 020 6 772 7 343
P r iv a te ' 1 122 1 4 5 2 1 6 2 8 670 177 97
L ong- and m e d iu m -te rm 4 157 5 272 5 365 6 690 6 949 7 440
S h o rt- te rm 495 596 821 26 - -
B . T o ta l  se rv ic e 1 4 0 9 2  139 2  652 2  965 2  144 2  095
A m o r t iz a t io n  p a y m e n ts 898 1 513 18 8 5 2  2 5 4 1 3 0 9 1 3 3 3
R efin an ced - - 667 2  016 1 0 9 8 1 101
E ffective 898 1 513 1 218 2 3 8 2 1 1 232
In te r e s t  p a y m e n ts 511 626 767 711 835 762
R efin an ced - - - 44 16 -
E ffective 511 626 767 667 819 762
C . T o ta l d is b u r s e m e n ts
D . R a tio s
1 9 5 0  2  768 
P e rc e n ta g e s
2  245 2  801 1 6 1 0 1 753
T o ta l e x te rn a l d e b t /e x p o r ts  o f
g o o d s an d  se rv ices 
S e rv ic e '/e x p o r ts  o f  goods
162.3 201 .4 2 30 .0 253.1 2 4 0 .0 230.1
an d  serv ices
N e t  in te re s t  p a y m e n ts /e x p o r ts  o f
49.2 73.4 73.8 34.2 35.6 30.7
g o ods an d  se rv ices 14.4 21.4 28.5 25.7 28.0 26.2
S e rv ic e '/d isb u rse m e n ts 72.3 77.3 88.4 32.3 64 .0 56.7
Source: ECLAC, on the basis of data supplied by the Central Bank of Ecuador.
"Provisional figures. 4End-of-year balances, excluding the debt to the International Monetary Fund. ' As from November 1982
the refinancing of the external debt with foreign banks became the external debt of the Central Bank. As from June 1983 the refinancing of the 
external debt with the Club of Paris became the external debt of the National Government. Disbursement figures include the amounts
refinanced in the respective years. ’Service does not include the amounts refinanced. Relates to the correspondingentry in the
balance of payments.
In  1985 E c u a d o r  a ls o  r e n e g o t i a t e d  i ts  d e b t  w i th  th e  C lu b  o f  P a r is .  T h e  a g r e e m e n t ,  s ig n e d  in  
A p r i l ,  a l lo w e d  i t  to  d e f e r  t h e  p a y m e n t  o f  c a p i ta l  m a t u r i t i e s  c o r r e s p o n d in g  to  t h e  p e r io d  f ro m  J u n e  
19 8 4  to  t h e  e n d  o f  1 9 8 7 , w h ic h  a m o u n te d  to  a  l i t t le  o v e r  U S $  4 0 0  m i l l io n ,  a n d  to  r e s c h e d u le  t h e m  o v e r  
a n  e ig h t - y e a r  p e r io d  w i t h  3 - 1 /2  g r a c e  y e a r s  a t  a n  i n t e r e s t  r a te  t h a t  w a s  to  b e  n e g o t i a t e d  w i t h  e a c h  o f  
th e  c r e d i to r  c o u n t r i e s .
In  A u g u s t ,  t h e  g o v e r n m e n t  a ls o  o b t a in e d  a  c r e d i t  f o r  U S $  2 0 0  m i l l io n  f ro m  a  g r o u p  o f  f o r e ig n  
p r i v a t e  b a n k s .  T h is  c r e d i t  w a s  a l lo c a te d  to  m e e t in g  o u t s t a n d in g  o b l ig a t io n s  w i th  r e s p e c t  to  im p o r t  
p a y m e n t s  t h a t  w e r e  in  a r r e a r s .
T h e  a g r e e m e n t s  w i th  t h e  b a n k s  w e r e  b o th  a  p r e r e q u i s i t e  a n d  a  c o n d i t io n  f o r  t h e  n e w  s ta n d -b y  
c r e d i t ,  f o r  a  o n e - y e a r  p e r io d ,  g r a n t e d  b y  th e  I n t e r n a t i o n a l  M o n e ta r y  F u n d . T h is  w a s  f in a lly  s ig n e d  in  
M a r c h  a n d  g a v e  th e  c o u n t r y  t h e  r i g h t  to  d r a w  U S $  1 0 5 .5  m i l l io n  in  SDRs.
d )  Exchange po licy
U p  to  N o v e m b e r ,  in  a d d i t io n  to  a  f re e  m a r k e t  p r o p e r  in  w h ic h  e x c h a n g e  o ffic e s  a n d  p r iv a t e  
b a n k s  o p e r a t e d ,  th e  c o u n t r y  h a d  a n  o ffic ia l a n d  a  f re e  e x c h a n g e  m a r k e t ,  b o th  u n d e r  t h e  c o n t r o l  o f  th e  
C e n t r a l  B a n k . U n t i l  e a r ly  N o v e m b e r ,  t h e  p r e v a i l i n g  r a t e s  o n  th e s e  la s t  tw o  m a r k e t s  r e m a in e d  a t  th e
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le v e l s  f ix e d  in  S e p te m b e r  o f  t h e  p r e c e d in g  y e a r .  O n  t h a t  o c c a s io n ,  t h e  m o n e ta r y  a u t h o r i t i e s  h a d  p u t  a n  
e n d  to  t h e  p o l ic y  o f  m in i - d e v a lu a t io n s ,  f r e e z in g  th e  o ff ic ia l r a t e  a t  6 6 .5 0  s u c re s  a n d  t h e  C e n tr a l  B a n k  
f re e  r a t e  a t  9 5  s u c re s .
H o w e v e r ,  in  t h e  l e t t e r  o f  i n t e n t  s u b m i t t e d  to  t h e  I n t e r n a t i o n a l  M o n e ta r y  F u n d ,  t h e  c o u n t r y  h a d  
c o m m i t t e d  i t s e l f  to  m e r g in g  th e  o ff ic ia l a n d  C e n t r a l  B a n k  e x c h a n g e  r a t e s  b e f o re  3 0  A p r i l  1 985 . T h e  
a d ju s tm e n t  p r o c e s s  c o n s i s te d  o f  a  g r a d u a l  c h a n g e  in  t h e  e x c h a n g e  r a t e ,  w h ic h  w a s  b r o u g h t  a b o u t  b y  
t r a n s f e r r i n g  a n  in c r e a s in g  n u m b e r  o f  t r a n s a c t i o n s  f ro m  th e  o ff ic ia l m a r k e t  to  t h e  C e n tr a l  B a n k  f re e  
m a r k e t ;  t h i s  m a d e  i t  p o s s ib l e  to  g r a d u a l ly  in c r e a s e  t h e  e x c h a n g e  r a t e  w i th o u t  r e s o r t i n g  to  a  f o rm a l  
d e v a lu a t io n .
I n  A u g u s t ,  t h e  M o n e ta r y  B o a rd  p u t  a s id e  t h e  o ffic ia l e x c h a n g e  r a t e ,  t h e r e b y  fu lf i l l in g , w i th  a  
f o u r - m o n t h  d e la y ,  i t s  c o m m i t m e n t  to  t h e  IMF. V ir tu a l ly  a ll t r a n s a c t io n s  a t  t h e  o ff ic ia l p a r i t y  r a t e  (6 6 .5  
s u c re s  p e r  d o l l a r )  w e r e  t r a n s f e r r e d  to  th e  C e n tr a l  B a n k  f re e  m a r k e t  (9 5  s u c re s  p e r  d o l l a r )  a t  t h e  e n d  o f  
t h a t  m o n t h .  T h e  o n ly  i t e m s  t e m p o r a r i l y  r e m a i n i n g  in  t h e  f o r m e r  e x c h a n g e  a r e a  w e r e :  c o m m i t m e n t s  
a s s o c ia te d  w i th  t h e  e x t e r n a l  d e b t  t h a t  h a d  b e e n  r e s c h e d u le d  b e f o re  2 8  A u g u s t ;  p u r c h a s e s  o f  d o l l a r s  b y  
o il  c o m p a n ie s  w h ic h  h a d  a c c u m u la te d  a  s u c re  s u r p lu s  b e tw e e n  A p r i l  a n d  A u g u s t ;  p u r c h a s e s  o f  f o r e ig n  
e x c h a n g e  f o r  r e m i t t a n c e s  to  E c u a d o r ia n  s t u d e n t s  a n d  s ic k  p e r s o n s  a b r o a d ;  a n d  p r o f i t s  t a k e n  o u t  o f  t h e  
c o u n t r y  b y  f o r e ig n  in v e s to r s .  I n  th i s  w a y , t h e  s y s te m  o f  tw o  o ff ic ia l r a te s  in  fo rc e  s in c e  M a r c h  1983  
w a s  p u t  to  a n  e n d  ( s e e  ta b le  14 a n d  f ig u re  3 ).
F in a l ly ,  t h e  g o v e r n m e n t  d e v a lu e d  th e  c u r re n c y  in  m id - N o v e m b e r .  T h e  o ff ic ia l a n d  C e n tr a l  
B a n k 's  f r e e  r a t e s  w e r e  b o th  f ix e d  a t  9 5  s u c re s  p e r  d o l la r .  H e n c e ,  t h e  a d ju s tm e n t  p r o c e s s  c u lm in a te d  in  
t h e  e s t a b l i s h m e n t  o f  a  s in g le  p r ic e  f o r  b o th  m a r k e t s .
O n  t h e  f r e e  m a r k e t ,  w h ic h  i s  b a s ic a l ly  w h e r e  o p e r a t i o n s  n o t  a u th o r iz e d  th r o u g h  t h e  C e n tr a l  
B a n k  a re  c a r r ie d  o u t ,  t h e  d o l l a r  q u o ta t i o n  e x p e r i e n c e d  m a r k e d  f lu c tu a t io n s  d u r in g  th e  y e a r .  A f te r  
r e a c h in g  121 s u c re s  in  F e b r u a r y ,  i t  fe ll  s te a d i ly  u n t i l  r e a c h in g  106  s u c re s  in  A u g u s t ;  i t  t h e n  b e g a n  to  
r i s e  a g a in  u n t i l  i t  r e a c h e d  123 s u c re s  in  N o v e m b e r .  A t  t h e  e n d  o f  t h e  y e a r ,  i t s  q u o ta t i o n  v e r g e d  o n  a  
b u y in g  r a t e  o f  124  s u c re s  a n d  o n  a  s e l l in g  r a t e  o f  126  su c re s .
T h e  a v e r a g e  e x c h a n g e  r a t e  f o r  e x p o r t s  w e n t  u p  f ro m  6 8 .2 9  to  8 9 .6 2  s u c re s  p e r  d o l l a r  ( 3 1 % ) .  
T h is  w a s  a n  i n c e n t iv e  f o r  in c r e a s in g  e x p o r t s .  O n  t h e  o t h e r  h a n d ,  t h e  a n n u a l  a v e r a g e  e x c h a n g e  r a t e  f o r  
im p o r t s  w e n t  u p  f ro m  7 2 .6 9  to  9 3 .5 1  s u c re s  p e r  d o l l a r  ( 2 9 % ) .
T h e  in d e x  o f  t h e  a v e r a g e  e f fe c t iv e  r e a l  e x c h a n g e  r a t e  r e m a in e d  a t  t h e  s a m e  le v e l  a s  th e  
p r e c e d in g  y e a r  ( s e e  t a b le  14). 4
4 . P r i c e s  a n d  w a g e s
a )  Evolution o f  domestic prices
T h e  v a r i a t i o n  b e tw e e n  a n n u a l  a v e r a g e s  in  c o n s u m e r  p r i c e s  ( 2 8 % )  w a s  s o m e w h a t  lo w e r  t h a n  
t h e  y e a r  b e f o re ,  w h i l e  t h e  r a t e  o f  in c r e a s e  m e a s u r e d  f ro m  D e c e m b e r  to  D e c e m b e r  r e m a in e d  a r o u n d  
2 5 % .  T h u s ,  a  m o d e r a t e  r a t e  o f  in f la t io n  s e e m e d  to  h a v e  b e c o m e  e s ta b l i s h e d  a f te r  t h e  s u d d e n  
in f la t io n a r y  s u r g e  o f  198 3 . I n  an y  e v e n t ,  r a t e s  o f  v a r i a t i o n  b e tw e e n  a n n u a l  a v e r a g e s  o f  a b o u t  3 0 %  a re  
s u b s ta n t ia l ly  h i g h e r  t h a n  t h o s e  w h ic h  t h e  c o u n t r y  k n e w  u p  u n t i l  t h e  b e g i n n i n g  o f  t h e  p r e s e n t  d e c a d e  
( s e e  ta b le  15 a n d  f ig u re  4 ) .
P r ic e  in c r e a s e s  w e r e  l a r g e r  in  t h e  f i r s t  s e m e s t e r  d u e  to  d e c is io n s  t a k e n  a t  t h e  c lo s e  o f  19 8 4  a n d  in  
e a r ly  1985 w i th  r e g a r d  to  e x c h a n g e  r a t e s ,  i n t e r e s t  r a t e s ,  w a g e s  a n d  c r o p  a n d  fu e l p r i c e s ,  a s  w e l l  a s  to  
t h e  e f fe c ts  w h ic h  d r o u g h t s  a n d  f ro s ts  h a d  o n  c r o p  p r o d u c t io n  in  t h e  C o s ta  a n d  S ie r ra  r e g io n s .  I n  th e  
s e c o n d  s e m e s te r ,  t h e r e  w a s  a  c le a r  d e c e l e r a t i o n  in  t h e  r a t e  o f  p r i c e  in c r e a s e s  o w in g  to  t h e  e n t r y  in to  
fo rc e  o f  a  r e s t r i c t i v e  m o n e ta r y  a n d  c r e d i t  p o l ic y  w h ic h  r e d u c e d  t h e  le v e l  o f  l iq u id i ty .
W h e t h e r  t h e  a n n u a l  a v e r a g e  in c r e a s e  o r  t h e  v a r i a t i o n  o v e r  tw e lv e  m o n t h s  ( f ro m  D e c e m b e r  to  
D e c e m b e r )  a re  u s e d ,  fo o d  p r ic e s  in c r e a s e d  b y  a b o u t  tw o  p e r c e n t a g e  p o i n t s  m o r e  t h a n  th e  to ta l  
c o n s u m e r  p r i c e  in d e x ,  t h u s  c o n t i n u i n g  th e  t r e n d  s e e n  s in c e  1982.
b )  Wages and employment
T h e  m i n i m u m  l iv in g  w a g e ,  w h ic h  is  w h a t  th e  m a jo r i ty  o f  d e p e n d e n t  w o r k e r s  in  E c u a d o r  e a r n ,  
h a d  b e e n  f ix e d  in  J a n u a r y  1984  a t  6  6 0 0  s u c re s ;  i t  w a s  r a i s e d  in  M a r c h  1985 to  8  5 0 0  s u c re s ,  a  le v e l  a t 




ECUADOR: EVOLUTION OF EXCHANGE RATES
A n n u a l an d  
q u a r te r ly  
av e rag es
N o m in a l ex ch an g e  ra te s"  
(su c res  p e r  d o lla r)
In d e x e s  o f  effective 
re a l e x c h a n g e  ra te
O fficial
C e n tra l 
B ank  freec F re e E x p o rts I m p o r ts E x p o rts Im p o r ts
1975 2 5 .00 25 .4 0 111.5 1 0 9 0
1976 2 5 .00 27.45 105.2 102.4
1977 2 5 .0 0 27 .47 9 9 .0 9 8 .0
1978 2 5 .00 26 .6 0 96.2 98.9
1979 25 .0 0 27.61 99.2 100.2
1980 2 5 .0 0 27.78 100.0 100.0
1981 25 .0 0 30.76 95 .6 9 2 .6
1982 30.03 49.81 30.21 30 .53 96.9 96.2
1983 44 .12 83.22 83.47 45 .3 8 4 8 .3 0 102.0 104.4
1984 62 .54 92.65 96 .09 68 .29 72.69 116.0 117.3
1985 69 .56 9 6 .50 116.29 89.62 93.51 116.7 117.0
1982
I 2 5 .0 0 36.97 25 .77 2 6 .5 0 92.1 91.3
II 2 8 .8 0 47.64 2 7 .50 2 9 .5 0 94.4 97.6
III 33.15 58.65 31.94 32 .36 103.4 101.0
IV 33.15 60.85 33 .0 3 3 .3 0 97.5 94 .8
1983
1 33.91 72.63 36 .40 37.93 98.1 9 9 1
II 43 .47 7 8 .80 86.36 45.13 49 .37 105.8 111.5
III 47.25 89 .53 94.03 49 .87 53.53 101.3 104.1
IV 51.83 85 .47 86.14 53-80 56.07 102.9 102.8
1984
I 56.44 89 .23 90 .48 59-91 60 .29 110.3 106.6
II 60 .94 9 0 .0 0 90 .29 65 .67 71.51 115.0 120.0
III 65 .58 9 5 .0 0 9 7 .0 0 71.63 77.85 119.6 123.2
IV 67.18 9 6 .5 0 116.95 76.66 81 .10 119.1 119.3
1985
I 67 .18 9 6 .5 0 121.65
II 67.18 9 6 .5 0 114.69
III 67 .18 9 6 .50 109.03
IV 76 .70 9 6 .5 0 123.57
Source: ECLAC, on the basis of data supplied by the Central Bank of Ecuador, Información Estadística; and by the International Monetary Fund, 
International F inancial Statistics.
’Relates to the buyer’s rate in the case of the official market and to the seller’s rate in those of the Central Bank free market and the free market 
proper. Under trie headings of exports and imports appear the average exchange rates used for these operations. Corresponds to the 
average indexes o f real exchange rates used in foreign trade operations with respect to the currencies of the main countries with which Ecuador 
carries on trade, weighted by the relative importance of exports or imports, as the case may be, to or from those countries. From 197) to 1979 
these weightings correspond to the average in those same years and as from 1980, to the average for the period 1980-1983. The methodology 
and sources used may be found in the technical appendix to the Econom ic Survey o f  Latin America, 1981. ’Quotation at which the
foreign exchange corresponding to a part of exports and imports has been bought and sold since Match 1983.
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F ig u re  3
E C U A D O R : E X C H A N G E  R A T E S
(Sucresper dollar)
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Source: C entral B ank o fE cu ad o r.
T a b le  15
E C U A D O R : C O N S U M E R  P R I C E  I N D E X ”
1979 1980 1981 1982 1983 1984 1985
V a r ia t io n  f ro m  D e c e m b e r  to  D e c e m b e r
C o n su m e r p rice  index 9.0 14.5 17.2 24.4 52.5 25.1 24.4
F oo d 7.0 12.3 16.8 26.3 86.1 27.1 27.0
V a r ia t io n  b e tw e e n  a n n u a l a v e rag es
C o n su m e r p rice  index 10.3 13.0 16.0 16.3 48.4 31.2 28.0
F o o d 10.0 11.0 13.9 17.1 77.9 37.0 30.7
S o u r c e :  C e n t r a l  B a n k  o f  E c u a d o r .
" U p  t o  1 9 8 0 , c o r r e s p o n d s  t o  t h e  c o n s u m e r  p r ic e  in d e x  f o r  Q u i t o .  A s  f r o m  1 9 8 1 ,  t h e e n t r y  r e fe r s  t o  t h e  n a t io n a l  c o n s u m e r  p r ic e  in d e x ,  u r b a n  a re a .
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F ig u re  4
E C U A D O R : C O N S U M E R  P R I C E  IN D E X
(Percentages)
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Source: ECLA C, on th e  basis o f  official data.
t h a n  in  1 9 8 4 ; th i s  m e a n t  t h a t ,  g iv e n  t h e  p r e v a i l i n g  r a te  o f  in f la t io n ,  i t  su f fe re d  a  r e a l  d e t e r i o r a t i o n  o f  
3 %  ( s e e  ta b le  16). H o w e v e r ,  t h e  b o n u s e s  p a id  to  w o r k e r s  in  t h e  f o rm  o f  c o s t -o f - l iv in g  in c r e a s e s  a n d  
t r a n s p o r t  a n d  v a c a t io n  a l lo w a n c e s  a ls o  r o s e ,  a n d  i f  th e s e  p a y m e n t s  a re  t a k e n  in to  a c c o u n t ,  t h e n  th e  
r e a l  m i n im u m  w a g e  d e c r e a s e d  le s s  t h a n  1 % .
T h e  m i n i m u m  l iv in g  w a g e  is  a c tu a lly  a  s e t  o f  m in im u m  w a g e s .
B e s id e s  t h e  w a g e  g iv e n  th i s  n a m e ,  t h e r e  a re  s e v e ra l  o t h e r  lo w e r  w a g e s  w i th  a  m o r e  l im i te d  
c o v e r a g e  w h ic h  a p p ly  to  a g r ic u l tu r e ,  s m a l l  in d u s t r y  a n d  d o m e s t ic  s e rv ic e . T h e  r e a l  a m o u n t  o f  a ll  th e s e  
w a g e s  d r o p p e d  d u r i n g  1 9 8 5 , t h e  o n ly  e x c e p t io n  b e in g  th e  w a g e  e a r n e d  b y  w o r k e r s  in  t h e  S ie r ra  
r e g io n .
G iv e n  t h e  a b s e n c e  o f  a  w a g e  p o lic y  a n d  o f  i n d e x a t io n  m e c h a n is m s  b a s e d  o n  p r ic e  in c r e a s e s ,  th e  
p u r c h a s i n g  p o w e r  o f  w a g e s  in  g e n e r a l  h a s  e x p e r i e n c e d  m a r k e d  f lu c tu a t io n s  d u r in g  th e  la s t  15 y e a r s .
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T h e  d e t e r i o r a t i o n  o f  th e  m in im u m  l iv in g  w a g e  in  1 9 8 4 -1 9 8 5  fit in  w i th  th e  a u s te r i ty  p o lic y  a g re e d  
u p o n  w i th  th e  F u n d  a n d  m e a n t  t h a t  th e  a d ju s tm e n ts  g r a n te d  b y  th e  g o v e r n m e n t  w e re  lo w e r  t h a n  
in f la t io n .
T h e  i n f o r m a t io n  a v a i la b le  o n  th e  e v o lu t io n  o f  e m p lo y m e n t  is  e x t r e m e ly  m a k e s h if t .  H o w e v e r ,  
a v a i la b le  d a ta  s y s te m a t ic a l ly  e v id e n c e  a n  in c r e a s e  in  b o th  u n e m p lo y m e n t  an d  u n d e r e m p lo y m e n t .  
S ta t i s t ic a l  d a ta  s u p p l ie d  b y  th e  M in is t ry  o f  L a b o u r  in d ic a te  t h a t  d u r in g  1985 e m p lo y m e n t  g r e w  by  
2 .7 % ,  w h i le  th e  a c tiv e  p o p u la t i o n  in c r e a s e d  b y  3 .4 % . A c c o rd in g  to  so m e  in f o rm e d  e s t im a te s ,  th e  
o p e n  u n e m p l o y m e n t  r a te  w o u ld  a p p e a r  to  f lu c tu a te  a t  a ro u n d  1 0 % , w h ile  u n d e r e m p lo y m e n t  w o u ld  
a p p e a r  to  b e  s u b s ta n t i a l ly  h ig h e r .
5. M o n e ta r y  a n d  f isc a l p o l i c i e s
a) Monetary developments
I n c r e a s e s  in  l iq u id i ty  a n d  c r e d i t  s lo w e d  d o w n  s ig n if ic a n t ly  a s  a  r e s u l t  o f  r e s t r i c t iv e  m o n e ta r y  
p o l ic ie s  a n d  th e  r is e  in  t h e  i n t e r e s t  r a te  fo r  n e w  f in a n c ia l  o p e r a t io n s .  S u c h  t r e n d s  c o n t r ib u te d  to  th e  
d r o p  in  in f la t io n  a n d  th e  in c r e a s e  in  s a v in g s  d e p o s i ts .
T ab le  16
E C U A D O R : E V O L U T IO N  O F  M I N I M U M  M O N T H L Y  W A G E S
S u cres a t  c u r re n t  and  c o n s ta n t 
1980 p r ic e s"
G ro w th  r a te s
1982 1983 1984 1985 1982 1983 1984 1985
W o rk e rs  in  g en e ra l 
N o m in a l 4 100 5 100 6 600 8  183 2 .5 24.4 29.4 24.0
R eal 3 039 2 547 2 513 2 434 -11.9 -16.2 -1.3 -3.2
A g ric u ltu ra l w o rk e rs , 
S ie rra  re g io n  
N o m in a l 2 617 3 550 4  400 5  733 41.7 35.7 23.9 30.3
R e a l 1 940 1 773 1 675 1 705 - 10.0 -8.6 -5.5 1.8
A g ric u ltu ra l w o rk e rs , 
C oasta l re g io n  
N o m in a l 3 100 4  000 5  000 6 250 3.3 29.0 25.0 25.0
R e a l 2 298 1 998 1 904 1 859 - 11.1 -13.1 -4.7 -2.4
A g ric u ltu ra l w o rk e rs , 
O rie n te  reg io n  
N o m in a l 2 617 3 550 5  000 6 250 41.7 35.7 40 .8 25.0
R e a l 1 940 1 773 1 904 1 859 - 10.0 -8.6 7 .4 -2.4
S m all-sca le  in d u stry  
N o m in a l 3 100 3 750 5  000 6 250 3.3 2 1.0 33.3 25.0
R e a l 2 298 1 873 1 904 1 8 5 9 - 11.1 -18.5 1.7 -2.4
A rtis a n - ty p e  w o rk e rs  
N o m in a l 2 900 3 775 4  600 5  767 3 .6 30.2 21.9 26.0
R eal 2 150 1 886 1 751 1 715 -10.9 -12.3 -7.2 -2.1
D o m e s tic  se rv a n ts  
N o m in a l 1 617 2 450 3 000 3 750 1.8 51.5 22.4 25.0
R eal 1 199 1 224 1 142 1 115 -7.3 2 .1 -6.7 -2.4
Source: ECLAC, on the basis of data supplied by the Central Bank of Ecuador.
"Average annual figures. Real wages are expressed in 1980 sucres and the method of calculating them was to deflate nominal wages by the 





M o n e ta ry  base 
M oney  (M j)
Q u as im o n ey
M oney  p lu s q u asim o n e y  (M 2) 
D o m e s tic  c re d it 
C en tra l g o v e rn m e n t and  local 
a u th o r itie s  (n e t)
P r iv a te  secto r 
F in an c ia l in s t itu tio n s  
U nclassified  n e t  a sse ts  
N e t  in te rn a tio n a l  re se rv es
M o n e ta ry  m u lt ip lie rs  
M j/m o n e ta ry  base 
M 2/m o n e ta ry  base 
Speed  o f  c ircu la tion : 
G D P /M , 11 *
E nd-o f-year b a lan ce  
(b illio n s o f  suc res)
1982 1983 1984 1985°
33.9 39.7 57.5 74.3
60.2 78.5 111.5 138.1
54.5 75.7 116.4 162.8
114.7 154.1 227 .9 300.9
130.8 233.3 445 .8 633 .8
-25.0 -38.8 -49.6 -93.8
107.5 171.6 2 2 9 .0 286 .6
4.3 15.1 34.9 39.0
44 .0 85.5 231.5 4 0 2 .0
1.7 0.5 1.6 14.8
C o e ff ic ie n ts
1.78 1.98 1.94 1.86
3.38 3.88 3.96 4 .04
7.63 8.81 9.44 10.27
G ro w th  ra te s
1982 1983 1984 1985°
11.9 17.2 44 .7 29.3
20.2 30.4 42.4 23.8
49.3 38.8 53.7 39.9
32.5 34.4 4 7 .8 32.0
48.3 78.3 91.1 42.2
25.6 59.6 33.5 25.2
60.0 251.5 131.6 11.6
118.3 94.3 170.9 73.7
-86.9 -128.0 231.3 817.9
Source: Central Bank of Ecuador.
"Provisional figures. Annual averages.
T h e  m o n e ta r y  b a s e  e x p a n d e d  o n ly  2 9 % ,  w e l l  b e lo w  th e  r a t e  o f  in c r e a s e  o b s e rv e d  in  1 9 8 4  (s e e  
ta b le  17).
I s s u e s ,  w h ic h  r e p r e s e n t e d  n e a r ly  tw o - th i r d s  o f  t h e  m o n e ta r y  b a s e ,  g r e w  2 3 % ,  a  r a t e  e q u iv a le n t  
to  a lm o s t  h a l f  t h a t  o b s e r v e d  th e  y e a r  b e fo re . T h e  m o d e r a t e  c r e a t io n  o f  m o n e y  f it  in  w i th  t h e  
a u t h o r i t i e s ' p o lic y  d i r e c te d  a t  r e d u c in g  th e  f in a n c ia l  s y s te m 's  d e p e n d e n c e  o n  th e  C e n t r a l  B a n k . A n  
a t t e m p t  w a s  m a d e  to  e n s u r e  t h a t  th i s  s y s te m  w o u ld  a t t r a c t  a  l a r g e r  p e r c e n t a g e  o f  f in a n c ia l  s a v in g s  
f ro m  t h e  p r i v a t e  s e c to r .
T h e  m o n e y  s u p p ly ,  in  i t s  s t r i c t e s t  s e n s e  ( M i ) ,  g r e w  2 4 % ,  a  r a t e  s im i la r  to  t h e  tw e lv e - m o n th  
v a r i a t i o n  in  p r ic e s  f ro m  D e c e m b e r  to  D e c e m b e r ,  so  i ts  r e a l  e x p a n s io n  w a s  n il . S in c e  t h e  p r o d u c t  
e x p a n d e d  b y  4 %  d u r i n g  t h e  s a m e  p e r io d ,  t h e  le v e l  o f  l iq u id i ty  in  t h e  f in a n c ia l  s y s te m  w a s  q u i te  lo w .
I n  r e a l  t e r m s  q u a s im o n e y  in c r e a s e d  b y  a b o u t  1 5 % , s in c e  f in a n c ia l  s a v in g s  in  t h e  b a n k in g  s y s te m  
w e r e  o v e r  160 b i l l io n  s u c re s . T h e  e x p a n s io n  o f  q u a s im o n e y  w a s  m a in ly  t h e  r e s u l t  o f  a  p o l ic y  o f  m o r e  
r e a l i s t i c  i n t e r e s t  r a t e s ,  w h ic h  p e r m i t t e d  a n  in c r e a s e  in  f in a n c ia l  s a v in g s . I n  M a rc h  a  n e w  m e c h a n is m  
c o n s i s t i n g  o f  s p e c ia l  s e c u r i t ie s  k n o w n  a s  " a c c u m u la t io n  p o l ic ie s "  w a s  e s ta b l i s h e d  to  e n c o u r a g e  s a v in g . 
T h e  m i n i m u m  in i t i a l  s u b s c r ip t io n  a m o u n te d  to  o n e  m i l l io n  s u c re s  a n d  th e  s e c u r i t ie s  w e r e  s u b s c r ib e d  
a t  f lo a t in g  i n t e r e s t  r a te s  f re e ly  d e t e r m in e d  b y  th e  m a r k e t .  T h is  w a s  a  w a y  o f  t r y in g  to  c o m p ly  w i th  t h e  
c o m m i t m e n t  m a d e  b y  E c u a d o r  to  t h e  IM F to  i n t r o d u c e  f le x ib le  i n t e r e s t  r a t e s ,  f o s te r  d o m e s t ic  s a v in g  
a n d  a t t r a c t  m o n e y  o u t s id e  t h e  b a n k in g  s y s te m  w h ic h  w a s  e x e r t i n g  in f la t io n a r y  p r e s s u r e s ,  in c lu d in g  
th e  q u o ta t i o n  o f  t h e  d o l l a r  o n  th e  f re e  m a r k e t .  I t  w a s  a ls o  e x p e c te d  t h a t  th i s  m e c h a n i s m  w o u ld  h e lp  to  
r e v e r s e  t h e  t r e n d  to w a r d s  c a p i ta l  f l ig h t .
T h e  a c c u m u la t io n  p o l ic ie s  a t  f lo a t in g  in t e r e s t  r a te s  w e r e  a  su c c e ss . A c c o r d in g  to  e n d - o f - y e a r  
b a la n c e s ,  t h e  f u n d s  a t t r a c t e d  b y  b a n k s  b y  m e a n s  o f  th e s e  s e c u r i t ie s  a m o u n te d  to  3 4  b i l l io n  s u c re s . 
E ig h ty  p e r  c e n t  o f  th i s  f ig u re  w a s  d e p o s i t s  f o r  t e r m s  o f  le s s  t h a n  2 6 9  d a y s . T h e  to ta l  a m o u n t  o f  fu n d s  
a t t r a c t e d  w a s  e q u iv a l e n t  to  o n e - f o u r th  o f  t h e  e x i s t i n g  m o n e y  s u p p ly  a t t h e  e n d  o f  t h e  y e a r .  I t  is  
d if f ic u lt  to  d e t e r m i n e ,  h o w e v e r ,  w h a t  p e r c e n t a g e  c o r r e s p o n d e d  to  n e w  s a v in g s  a n d  h o w  m u c h  to  
r e s o u r c e s  t h a t  w e r e  p r e v io u s ly  in  t h e  b la c k  m a r k e t .
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T h e  f u n d s  o b ta in e d  b y  th e  b a n k s  s in c e  t h e  in t r o d u c t io n  o f  th e s e  s e c u r i t ie s  e x c e e d e d  th e  f lo w  o f  
c r e d i t  g r a n t e d  b y  th e  C e n tr a l  B a n k . T h e  a c c u m u la t io n  p o l ic ie s  w e r e  p r o b a b ly  in t r o d u c e d  p a r t ly  in  
o r d e r  to  l e s s e n  th e  e f fe c ts  o f  t h e  s t r i c t  m o n e ta r y  c o n t r o l  e s ta b l i s h e d  b y  t h e  g o v e r n m e n t .  T h e  m o n e y  
c h a n n e l l e d  in to  t h e s e  s e c u r i t ie s  w a s  in  t u r n  lo a n e d  b y  t h e  b a n k s ,  b u t  i ts  v a lu e  fo r  t h e  b u s in e s s  
c o m m u n i ty  w a s  p e r h a p s  l im i te d ,  s in c e  i t  la rg e ly  c o n s i s te d  o f  s h o r t - t e r m  lo a n s  g r a n t e d  a t  h ig h  i n t e r e s t  
r a te s .
S in c e  c r e d i t  w a s  a  k e y  to o l  f o r  th e  C e n t r a l  B a n k  in  i ts  s t a b i l i z a t io n  e f fo r t ,  i t  w a s  e x p a n d e d  a t  a  
r a t e  c o n s i s t e n t  w i th  t h e  G D P  g r o w t h  r a t e ;  in  th i s  w a y  th e  a u th o r i t i e s  a v o id e d  e x e r t i n g  e x c e s s iv e  
p r e s s u r e s  o n  p r ic e  le v e ls .
T h e  r e s o u r c e s  m a d e  a v a i la b le  b y  th e  C e n tr a l  B a n k  to  t h e  p u b l ic  s e c to r  d r o p p e d  b y  4 4  b i l l io n  
s u c re s . T h is  c o n t r a c t io n  w a s  p o s s ib le  t h a n k s  to  t h e  s u r p lu s  o b t a in e d  b y  th e  p u b l ic  s e c to r  in  its  
f in a n c ia l  o p e r a t i o n s  a s  a  r e s u l t  o f  t h e  a d d i t io n a l  in c o m e  i t  r e c e iv e d  f ro m  o il r o y a l t ie s  a n d  th e  
d e v a lu a t io n  o f  t h e  s u c re  a n d  i t s  in c r e a s e d  t a x  r e v e n u e s  in  g e n e r a l .  I n  c o n t r a s t ,  c r e d i t  to  t h e  p r iv a t e  
s e c to r  g r e w  2 5 %  in  n o m in a l  t e r m s ,  w h ic h  w a s  c o n s i s t e n t  w i th  t h e  o v e r a l l  p o lic y  o f  r e s t r i c t i n g  th e  
a v a i la b i l i ty  o f  fu n d s  a n d  t h e  l iq u id i ty  o f  t h e  e c o n o m y . L a s tly , c r e d i t  to  f in a n c ia l  i n t e r m e d ia r i e s  
in c r e a s e d  m o d e r a te ly ,  o w in g  to  t h e  r e d u c e d  d e p e n d e n c e  o f  th i s  s e c to r  o n  th e  C e n t r a l  B a n k . F o r  t h e  
c o m m e r c ia l  b a n k s ,  t h e  a c c u m u la t io n  p o l ic ie s  p la y e d  a n  i m p o r t a n t  r o l e  a s  a  s o u r c e  o f  fu n d s .
T h e  c r u c ia l  r e a s o n  f o r  t h e  in c r e a s e  in  d o m e s t ic  c r e d i t  d u r in g  1985  w a s  th e  e x p a n s io n  in  n e t  
u n c la s s i f ie d  a s s e ts ,  w h ic h  w e n t  u p  b y  a lm o s t  7 4 %  d u e  to  e x c h a n g e  r a t e u s t m e n t s  a n d  th e  lo s s e s  w h ic h  
th e  C e n t r a l  B a n k  h a d  to  a b s o rb  w h e n  th e  e x t e r n a l  d e b t  o f  t h e  p r i v a t e  s e c to r  w a s  " s u c re tiz e d " .  I t 
s h o u ld  b e  r e c a l le d  t h a t  in  r e s p o n s e  to  t h e  e x t e r n a l  d e b t  c r i s i s  a n d  t h e  d e v a lu a t io n  o f  t h e  s u c re  in  1 9 8 3 , 
t h e  C e n t r a l  B a n k  to o k  o v e r  t h e  p r i v a t e  e x t e r n a l  d e b t .  T h is  h a d  la rg e ly  b e e n  c o n t r a c t e d  a t  a  p a r i t y  o f  
4 5 .5  s u c re s  p e r  d o l la r .  T h e  r a t e  o f  e x c h a n g e  a t  t h e  e n d  o f  1985 r e a c h e d  9 6 .5  s u c re s  p e r  d o l la r ,  so  t h e  
c o n v e r s io n  o f  t h e  p r i v a t e  d e b t  m e a n t  h e a v y  lo s s e s  f o r  t h e  C e n tr a l  B a n k .
T h e  i n t e r e s t  r a t e ,  w h ic h  h a d  g o n e  u p  tw o  p e r c e n t a g e  p o i n t s  a t  t h e  e n d  o f  1 9 8 4 , r e m a in e d  s ta b le  
d u r in g  t h e  y e a r :  2 0 %  o n  d e p o s i t s  a n d  2 3 %  o n  lo a n s . A s  in f la t io n  r e c e d e d  s l ig h t ly ,  t h e  r e a l  i n t e r e s t  
r a t e  w a s  le s s  n e g a t iv e  t h a n  in  t h e  p r e c e d in g  y e a r  ( s e e  t a b le  18). N e w  o p e r a t i o n s  a t  t h e  f lo a t in g  r a te s  
a ls o  p r o g r e s s iv e ly  in c r e a s e d  th e  r e a l  c o s t  o f  c r e d i t ,  w i th  a d v e r s e  e f fe c ts  o n  p r o d u c t io n  a n d  in v e s tm e n t .
T h e  i n t e r e s t  r a te  p a id  f o r  a c c u m u la t io n  p o l ic ie s  fe ll  t h r e e  p e r c e n ta g e  p o i n t s  b e tw e e n  A p r i l  a n d  
D e c e m b e r ,  t h u s  e v id e n c in g  t h e  d e c l in e  in  in f la t io n  o b s e r v e d  d u r in g  t h e  s a m e  p e r io d .  A t  t h e  e n d  o f  t h e  
y e a r  t h e  r a t e  w a s  p o s i t i v e  in  r e a l  t e r m s  a n d  w a s  a r o u n d  2 4 .5 %  f o r  t h e s e  s e c u r i t ie s  o n  a  t e r m  o f  150 
d a y s , w h ic h  in  a  c e r t a in  s e n s e  a f fe c te d  t h e  g r o w th  o f  o t h e r  f in a n c ia l  s a v in g  a l t e r n a t iv e s .
W h e n  th e  C e n tr a l  B a n k  d e te c te d  a n  e x c e s s  o f  l iq u id i ty  in  t h e  f in a n c ia l  s y s te m  d u e  to  a  
c o n s id e r a b le  a c c u m u la t io n  o f  s a v in g s  in  p r i v a t e  b a n k s ,  i t  p r o c e e d e d  to  t e m p o r a r i l y  in c r e a s e  t h e  b a n k  
r e s e r v e  f o r  d e m a n d  d e p o s i t s  b y  tw o  p e r c e n t a g e  p o in t s .  H o w e v e r ,  d u r in g  1985  s o m e  d if f e r e n c e s  a ro s e  
o v e r  t h e  d e g r e e  o f  l iq u id i ty  p r e v a i l i n g  in  t h e  e c o n o m y . P r iv a te  f in a n c ia l  i n s t i t u t i o n s  a n d  th e  
e n t r e p r e n e u r i a l  c o m m u n i ty  c la im e d  t h a t  i t  w a s  in s u f f ic ie n t ,  b u t  t h i s  a l l e g a t io n  w a s  s y s te m a tic a l ly  
r e je c te d  b y  t h e  C e n t r a l  B a n k .
T a b le  18
E C U A D O R : S H O R T -T E R M  B A N K  I N T E R E S T  R A T E S ”
1981 1982 1983 1984 1985
N o m in a l
O n  loans 12.0 15.0 16.4 20.2 23.0
O n  d ep o s its 7.6 12.0 13.4 17.2 20.0
R eal''
O n  loans -4.4 -7.6 -23.9 -3.9 - 1.1
O n  d ep o s its -8.2 - 10.0 -25.6 -6.3 -3.5
Source: ECLAC, on the basis of data supplied by the Central Bank of Ecuador. 




ECUADOR: STATE BUDGET INCOME AND EXPENDITURE
M illio n s o f  sucres G ro w th  rates
1982 1983 1984 1985" 1983 1984 1985"
C u r r e n t  in c o m e " 45  996 60 187 99  872 181 602 30.9 65 .9 81 .8
G ro s s  c u r r e n t  in c o m e 47  787 60 850 99  924 182 903 27.3 64.2 83 .0
T rad itio n a l 25 741 31 864 51 052 71 842 23.8 60.2 40.7
T ax  rev en u e 2 3  454 30 526 4 8  111 6 8  002 30.2 57.6 41.3
D irec t 6 007 7 153 9 4 2 8 14 221 19.1 31.8 50.8
In d ire c t 9 037 12 740 21  262 30 457 41.0 66.9 43.2
O n  fo re ig n  tra d e 8 4 1 0 10 633 17 421 23 324 26.4 63.8 33.9
O th e r  in co m e 2 287 1 338 2  942 3 841 -41.5 119.9 30.6
F ro m  p e tro le u m 2 1 6 2 7 28  950 4 6  804 109 185 33.9 61.7 133.3
T ra n s fe r  p a y m e n ts 4 1 8 37 2  068 1 876 - - -
T o ta l  c u r r e n t  a n d  c a p ita l
e x p e n d i tu r e 64 579 74 018 106 657 170 825 14.6 44.1 60.2
D e f ic i t /S u r p lu s -18  583 -13 832 -6  785 10 777 25 .6 50.9 2 58 .8
F in a n c in g 18 583 13 832 6 785 -10  777
N e t  in d eb ted n ess 17 587 14 189 9 472 10 078
F o re ig n  (n e t) 9 988 -2 250 -4 058 -4 446
D isb u rse m e n ts 15 332 - - -
A m o rtiz a tio n  p a y m e n ts 5 344 2  2 5 0 4  058 4  446
D o m e s tic  (n e t) 7 599 16 439 13 530 -5 632
U se 9 913 20  393 19 778 2  111
A m o rtiz a tio n  p a y m e n ts 2  314 3 954 6 248 7 743
C ash  v a r ia tio n 280 -358 -2 687 -699
Source: ECLAC, un the basis of data supplied by the Central Bank of Ecuador.
" Provisional figures. ATotal net income. Taxes paid with tax certificates and agrarian reform bonds, IERAC bonds, have been deducted.
b )  Government income and expenditure
T h e  g o v e r n m e n t 's  b u d g e t  in c o m e  a n d  e x p e n d i t u r e  e x p a n d e d  s ig n if ic a n t ly  in  1985 a n d  th e  
b a la n c e  s h o w e d  a  s u r p lu s  o f  o v e r  10  b i l l io n  s u c re s ,  in  c o n t r a s t  w i th  th e  d e f ic i t  b o r d e r in g  o n  7  b i l l io n  
s u c re s  r e c o r d e d  th e  p r e c e d in g  y e a r .
O n e  o f  t h e  m a i n  a s p e c ts  o f  t h e  s t a b i l i z a t i o n  p r o g r a m m e  a g r e e d  u p o n  w i th  t h e  I n t e r n a t i o n a l  
M o n e ta r y  F u n d  a s  p a r t  o f  t h e  r e s c h e d u l in g  o f  t h e  d e b t  w a s  t h e  r e d u c t io n  o f  t h e  p u b l ic - s e c to r  d e f ic it . 
T h e  g o v e r n m e n t  t h u s  c a r r ie d  o n  w i t h  t h e  e f fo r t  i t  h a d  b e g u n  in  1 9 8 1 , f o l lo w in g  a n  in o r d in a te  
i n c r e m e n t  in  t h e  p u b l ic  d e f ic i t ;  t h i s  p r o c e s s  i s  o n e  w h ic h  h a s  in c lu d e d  th e  e s t a b l i s h m e n t  o f  n e w  ta x e s  
a n d  t h e  e l im i n a t i o n  o f  s u b s id ie s  f o r  t h e  m a jo r i ty  o f  e x p o r t s .
T h e  s u r p lu s  in  198 5  w a s  n o t  so  m u c h  d u e  to  a  c la m p d o w n  o n  e x p e n d i tu r e  a s  to  a  s u b s ta n t i a l  
e x p a n s io n  in  in c o m e  ( s e e  ta b le  19).
T h e  g o v e r n m e n t 's  n e t  c u r r e n t  in c o m e  w a s  8 2  %  h i g h e r  in  n o m in a l  t e r m s  th a n  in  t h e  p r e c e d in g  
y e a r .  T h e  d r a m a t i c  in c r e a s e  in  t h e  r a te  o f  r e t u r n  o n  o il  e x p o r t s  ( 1 3 3 % )  p la y e d  a  c ru c ia l  r o le  in  th is  
r e s u l t  a n d  w a s  b a s ic a lly  d u e  to  t h e  r i s e  in  t h e  e x c h a n g e  r a t e  a n d  t h e  in c r e a s e  in  t h e  q u a n tu m  o f  c r u d e  
o il  e x p o r t s .  F o r e i g n  e x c h a n g e  e a r n in g s  f ro m  th e s e  o p e r a t i o n s  w e r e  v a lu e d  a t  9 5  s u c re s  p e r  d o l la r ,  
in s t e a d  o f  t h e  o ff ic ia l e x c h a n g e  r a t e  o f  6 6 .5  s u c re s  p e r  d o l la r .
I n  th i s  w a y , p e t r o l e u m  r e c e ip t s  r o s e  f ro m  4 7 %  to  6 0 %  o f  t h e  to t a l  r e s o u r c e s  t a k e n  in  b y  th e  
p u b l ic  s e c to r .  T h e  p u b l ic  s e c to r 's  d e p e n d e n c y  o n  p e t r o l e u m  r e c e ip t s  th e r e f o r e  in c r e a s e d .
W i th  r e g a r d  to  n o n - p e t r o l e u m  in c o m e ,  t a x  r e v e n u e  (w h ic h  i s  b y  fa r  th e  m o s t  i m p o r t a n t )  
in c r e a s e d  b y  4 1 % ;  th i s  w a s  m a in ly  d u e  to  a  r i s e  in  t h e  ta r i f f s  o n  v a r io u s  im p o r t s ,  w h o s e  c u s to m s  
c le a r a n c e  i n to  t h e  c o u n t r y  w a s  l ib e r a l iz e d ,  a n d  to  a  c h a n g e  in  t a x  r a te s  o n  p e r s o n a l  in c o m e .
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T h e  g o v e r n m e n t 's  to t a l  e x p e n d i t u r e  in c r e a s e d  b y  6 0 % ,  a  m u c h  h i g h e r  r a t e  t h a n  in  p r e c e d in g  
y e a r s .  A l th o u g h  th e  m i n i m u m  w a g e  e x p e r ie n c e d  a  n o m in a l  i m p r o v e m e n t  o f  o n ly  2 4 % ,  p u b l ic - s e c to r  
e x p e n d i t u r e  o n  w a g e s  w e n t  u p  b y  4 7 % .  T h is  g a p  w a s  p r o b a b ly  d u e  to  t h e  fa c t  t h a t  r e a l  w a g e s  in  t h e  
p u b l ic  s e c to r  in c r e a s e d  m o r e  t h a n  m i n i m u m  w a g e s  a n d ,  to  a  l e s s e r  e x t e n t ,  to  a n  i n c r e a s e  in  t h e  
n u m b e r  o f  p u b l i c  s e r v a n t s .  I t  s h o u ld  b e  p o i n t e d  o u t  t h a t  w a g e s  a c c o u n te d  f o r  a b o u t  o n e - s ix th  o f  to ta l  
e x p e n d i t u r e ,  w h ic h  a p p r o a c h e s  t h e  f ig u re  o f  1 9 %  c o r r e s p o n d in g  to  i n t e r e s t  p a y m e n t s  o n  th e  p u b l ic  
d e b t.  T h e s e  p a y m e n t s  in c r e a s e d  b y  4 6 % ,  a s  a  r e s u l t  o f  t h e  t r a n s f e r  o f  p r i v a t e  c r e d i t s  to  t h e  p u b l ic  
b u d g e t  a s  p a r t  o f  t h e  r e s c h e d u l in g  o f  th e  d e b t.  T h e  c a p i ta l  e x p e n d i t u r e  r e l a t i n g  to  p r o g r a m m e ,  p r o je c t  
a n d  p u b l ic  w o r k s  i m p l e m e n t a t i o n  in c r e a s e d  b y  1 4 3 %  a n d  r e p r e s e n t e d  o n e - s e v e n th  o f  to ta l  
e x p e n d i t u r e  in  t h e  b u d g e t .
T h e  f isc a l s u r p lu s  w a s  a l lo c a te d  to  a m o r t i z a t i o n  p a y m e n t s  o n  t h e  e x t e r n a l  d e b t  (4 .5  b i l l io n  
s u c re s )  a n d  to  s e r v ic in g  d o m e s t i c  i n d e b te d n e s s  ( a lm o s t  6  b i l l io n  s u c re s ) ,  w i th  a  c a s h  s u r p lu s  le f t  o v e r .
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EL SALVADOR
1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
E c o n o m ic  a c tiv i ty  in c r e a s e d  s l ig h t ly  ( 1 .4 % )  in  E l S a lv a d o r  in  1 9 8 5 , a s  i t  h a d  in  198 4  a s  w e l l ,  th u s  
c u r b in g  t h e  r e c e s s io n a r y  p h a s e  w h ic h  h a d  b e g u n  in  1 979 . N o n e t h e l e s s ,  t h e  c o u n t r y  w a s  s t i l l  f a r  f ro m  
o v e r c o m in g  i t s  m o r e  s e r io u s  p r o b le m s .  T h e  s i tu a t io n  o f  a r m e d  c o n f l ic t ,  w h ic h  w a s  in  i ts  s ix th  y e a r ,  
c o n t in u e d  to  h a m p e r  p r o d u c t io n ,  to  o c c a s io n  m o u n t i n g  so c ia l  c o s ts ,  a n d  to  m a i n t a i n  t h e  c o u n t r y  in  a 
t e n s e  so c ia l  a n d  p o l i t i c a l  s i tu a t io n .  I n  a d d i t io n ,  a  h ig h  p e r c e n ta g e  o f  p r o d u c t io n  r e s o u r c e s  r e m a in e d  
id le . T h e  g r o s s  d o m e s t ic  p r o d u c t  f o r  1985  w a s  2 0 %  lo w e r  t h a n  i t  w a s  in  1 9 7 8 , a n d  w a s  o n ly  t h e  s a m e  
a s  i t  h a d  b e e n  in  1 9 7 3 . A s  a  r e s u l t ,  th e  c o u n t r y  j u s t  b a r e ly  m a n a g e d  to  m a i n t a i n  r e a l  p e r  c a p i t a  in c o m e  
a t  a  le v e l  w h ic h  i t  h a d  a lr e a d y  s u r p a s s e d  tw o  d e c a d e s  e a r l i e r  ( s e e  ta b le  1 a n d  f ig u re  1).
W i t h i n  th e  o v e r a l l  s i tu a t io n  c r e a te d  b y  a  s ta te  o f  w a r ,  tw o  p a r t i c u la r ly  n o t e w o r th y  p h e n o m e n a  
w e r e  o b s e r v e d  in  198 5 . F i r s t ly ,  t h e  e c o n o m ic  a g e n t s  h a v e  g ra d u a l ly  b e e n  a d ju s t in g  to  th e  s i tu a t io n ,  
a n d  th i s  h a s  h e lp e d  to  r e a c t iv a te  p r o d u c t io n ,  w h ic h  h a d  b e e n  d e c l in in g  f o r  s e v e ra l  y e a r s .  S e c o n d ly , th e  
a r m e d  c o n f l ic t  h a s  h a d  m a c r o e c o n o m ic  r e p e r c u s s io n s  a n d  c o n t in u e s  to  d o  so . O n e  o f  i ts  e f fe c ts  h a s  
b e e n  a n  a c c e le r a t io n  o f  t h e  u r b a n iz a t io n  p r o c e s s .  T h is  h a s  g e n e r a t e d  n e w  n e e d s ,  w h o s e  s a t is f a c t io n  
— e v e n  o n  a  p a r t i a l  b a s i s —  h a s  g iv e n  a  b o o s t  to  s o m e  p r o d u c t io n  a c t iv i t ie s ,  su c h  a s  c o n s t r u c t io n .
T h e  e c o n o m ic  r e c o v e ry  h a s  b e e n  s t im u la t e d  to  a  g r e a t  e x t e n t  b y  a n  e x t r a o r d in a r y  in f lo w  o f  
e x t e r n a l  r e s o u r c e s .  W h i l e  th i s  in f lo w  is  p r im a r i l y  a s s o c ia te d  w i th  U n i t e d  S ta te s  a id  p r o g r a m m e s ,  it  
h a s  a ls o  b e e n  fu e lle d  b y  r e m i t t a n c e s  f ro m  S a lv a d o r ia n s  r e s id in g  a b ro a d . T h e s e  r e s o u r c e s  h a v e  p a r t ly  
o f fs e t  t h e  w e a k n e s s  o f  th e  e x p o r t  s e c to r  a n d  h a v e  m a d e  i t  p o s s ib le  to  e x p a n d  th e  o v e r a l l  s u p p ly  o f  
g o o d s  a n d  s e rv ic e s ,  a s  w e l l  a s  f a c i l i ta t in g  th e  p r o v i s i o n  o f  t h e  im p o r t e d  i n p u t s  n e c e s s a ry  fo r  
p r o d u c t io n .  T h is  in f lo w  h a s  a ls o  r a is e d  d o m e s t ic  d e m a n d  b y  in c r e a s in g  th e  s u p p ly  o f  f i n a n c in g  a n d  
th e  p o p u l a t i o n 's  d i s p o s a b le  in c o m e .
T h e  t r e n d  o f  e c o n o m ic  a c tiv ity  d u r in g  th e  p a s t  tw o  y e a r s  h a s  a lso  s h a r p e n e d  s o m e  m a c r o e c o ­
n o m ic  im b a la n c e s ,  h o w e v e r .  T h e  r a t e  o f  in f la t io n  d o u b le d  in  1985  a n d  th e  d e f ic i t  o n  t h e  b a la n c e -o f -  
p a y m e n t s  c u r r e n t  a c c o u n t  in c r e a s e d .  E v e n  so , t h e r e  w a s  s o m e  i m p r o v e m e n t  in  p u b l ic  f in a n c e s  d u r in g  
1985 in a s m u c h  a s  t h e  r e l a t i v e  s iz e  o f  th e  f isc a l d e f ic i t  w a s  r e d u c e d  s u b s ta n t ia l ly  ( s e e  t a b le  1).
In  so  fa r  a s  p r o d u c t io n  w a s  c o n c e r n e d ,  a ll b r a n c h e s  o f  t h e  e c o n o m y  e x c e p t  a g r ic u l tu r e  s h o w e d  a n  
in c r e a s e  in  t h e i r  le v e ls  o f  a c t iv i ty , m a in ly  a s  a  r e s u l t  o f  t h e  g r o w th  in  d o m e s t ic  d e m a n d  fo r  c o n s u m e r  
g o o d s  a n d  in  in v e s tm e n t .  T h e  e x p a n s io n  o f  c o n s t r u c t io n ,  p r im a r i l y  o f  h o u s in g ,  w a s  p a r t i c u l a r ly  r a p id .  
O u tp u t  o f  m a n u f a c tu r e s  c l im b e d  fo r  t h e  t h i r d  y e a r  in  a  ro w . C o m m e r c e  d is p la y e d  s o m e  d e g r e e  o f  
d y n a m is m ,  w h ic h  w a s  a s s o c ia te d  w i th  b o th  t h e  le v e ls  o f  c o n s u m p t io n  b y  h ig h -  a n d  m id d le - in c o m e  
g r o u p s  a n d  th e  e x p a n s io n  o f  t h e  u r b a n  p o p u la t i o n .  O n ly  c r o p - f a r m in g  p r o d u c t io n  ( b o th  o f  g o o d s  fo r  
e x p o r t  a n d  o f  th o s e  fo r  d o m e s t ic  c o n s u m p t i o n )  su f fe re d  a  m a r k e d  s e tb a c k . A g r ic u l tu r a l  e x p o r t s  w e r e  
h u r t  b y  th e  d e p r e s s io n  o n  i n t e r n a t io n a l  m a r k e t s  a s  w e l l  a s  b y  th e  a r m e d  c o n f lic t. F o r  t h e i r  p a r t ,  b a s ic  
g r a in  c r o p s  s u f fe re d  a s  a  r e s u l t  o f  b a d  w e a t h e r  c o n d i t io n s .  In  v ie w  o f  t h e  t r e n d  in  p r o d u c t io n ,  th e  h ig h  
le v e l  o f  o p e n  u n e m p l o y m e n t  s e e n  in  E l  S a lv a d o r 's  e c o n o m y  d u r in g  r e c e n t  y e a r s  p r o b a b ly  r e m a in e d  
m u c h  th e  s a m e  in  198 5 .
P r i v a t e  i n v e s tm e n t  e x p e r ie n c e d  a  m a jo r  u p t u r n  fo r  t h e  t h i r d  c o n s e c u t iv e  y e a r .  U n l ik e  w h a t  h a d  
o c c u r r e d  d u r in g  th e  tw o  p r e c e d in g  y e a r s ,  w h e n  c a p i ta l  f o r m a t io n  w a s  m a in ly  b a s e d  o n  th e  r e p l a c e ­
m e n t  o f  e q u i p m e n t  a n d  i n v e n to r ie s ,  in  1985 i t  r e c e iv e d  i ts  g r e a t e s t  b o o s t  f ro m  th e  c o n s t r u c t io n  s e c to r ,  
a l t h o u g h  in d u s t r y  a n d  a g r ic u l tu r e  c o n t in u e d  to  in c r e a s e  t h e i r  i m p o r t s  o f  c a p i ta l  g o o d s  to o . E x p e n d i ­
tu r e  o n  c o n s u m p t io n ,  a l t h o u g h  i t  r o s e  le s s  t h a n  i t  h a d  in  198 4  a s  t h e  r e s u l t  o f  r e s t r i c t e d  p u b lic . 
s p e n d in g ,  w a s  e n c o u r a g e d  b y  th e  h i g h e r  le v e ls  o f  u r b a n  e c o n o m ic  a c tiv ity  a n d  c o n t in u e d  to  r e f le c t  th e  
im p a c t  o f  r e m i t t a n c e s  f ro m  fa m ily  m e m b e r s  a b r o a d  a n d  o f  o u t la y s  a s s o c ia te d  w i th  s e c u r i ty  a n d  
d e fe n c e  p r o g r a m m e s .
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E x p o r t s  r e m a in e d  a t  v i r tu a l ly  th e  s a m e  c u r r e n t  v a lu e  a s  in  1 9 8 4 , w i th  th e  m a in  e x p o r t  p r o d u c ts  
s h o w in g  a  f u r th e r  d e c l in e .  S a le s  o f  c o ffe e  a n d  su g a r  o u ts id e  th e  q u o ta  sy s te m  w e re  m a d e  a t  " c le a r a n c e "  
p r ic e s ,  w h i le  th e  p r ic e  o f  c o t to n  r e m a in e d  lo w , a n d  a ll t h a t  c o t to n  g r o w e r s  w e re  a b le  to  d o  w a s  to  
in c r e a s e  t h e i r  s a le s  o f  th e  c o t to n  w h ic h  h a d  b e e n  h e ld  b a c k  th e  y e a r  b e fo re . D e m a n d  f ro m  th e  C e n tr a l  
A m e r i c a n  C o m m o n  M a r k e t  r e m a in e d  w e a k , a n d  th e  a c c u m u la t io n  o f  u n p a id  b a la n c e s  c o n t in u e d  to  
p o s e  a n  o b s ta c le .
A s  n o te d  e a r l i e r ,  th e  in c r e a s e d  v o lu m e  o f  im p o r t s  h a s  b u t t r e s s e d  e c o n o m ic  a c tiv ity  re c e n tly . 
T h is  g a v e  r is e  to  a  t r a d e  d e f ic i t  o f  U S $ 3 6 7  m i l l io n ,  h o w e v e r ,  w h ic h  w as  U S $ 3 9  m i l l io n  m o r e  th a n  in  
1984. D e s p i t e  th e  s iz e  o f  th i s  d e f ic i t  ( w h o s e  e ffe c t w a s  c o m p o u n d e d  b y  th e  m o u n t in g  s e rv ic e  o n  th e  
e x t e r n a l  d e b t ) ,  th e  in f lo w  o f  e x te r n a l  r e s o u r c e s  m a d e  i t  fa irly  easy  to  c o v e r  th e  im b a la n c e . T h e  n e t  
b a la n c e  o n  c a p i ta l  a c c o u n t  w a s  U S $ 3 0  m i l l io n  g r e a t e r  th a n  th e  t r a d e  d e f ic it , a n d  th e  c o u n t r y 's  
i n t e r n a t io n a l  r e s e r v e s  ro se  b y  th e  s a m e  a m o u n t  ( s e e  t a b le  1 ).
M o u n t in g  e x t e r n a l  t r a n s f e r  p a y m e n t s  ( b o th  o ffic ia l a n d  p r iv a t e )  h a v e  b e c o m e  a n  e x t r e m e ly  
i m p o r t a n t  i te m  in  E l S a lv a d o r 's  b a la n c e  o f  p a y m e n ts .  T h e  e c o n o m ic  s u p p o r t  g iv e n  b y  th e  U n i te d  
S ta te s ,  b o th  d ir e c t ly  a n d  in  th e  fo rm  o f  f in a n c in g ,  in  c o m b in a t io n  w i th  r e m i t t a n c e s  f ro m  S a lv a d o r ia n s  
r e s id in g  a b r o a d ,  c o n t in u e d  to  p r o v id e  a n  in c r e a s in g  flo w  o f  e x te r n a l  r e s o u rc e s .  T h is  u n d o u b te d ly  g a v e  
th e  g o v e r n m e n t  m o r e  m a n o e u v e r in g  r o o m  in  its  e f fo r ts  to  r e a c t iv a te  th e  e c o n o m y  a n d  w a s  e v e n  a
T ab le  1
E L  S A L V A D O R : M A IN  E C O N O M IC  I N D IC A T O R S
B a sic  e c o n o m ic  in d ic a to r s
G ro ss d o m es tic  p ro d u c t a t m a rk e t p rices
(1980  =  100)
G ro ss n a tio n a l in co m e (1980  =  100)
P o p u la tio n  (m illio n s  o f  in h a b ita n ts )
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t (1980  =  100)
c, • • j .  Grow
s h o r t - ru n  e c o n o m ic  in d ic a to r s  
G ro ss d o m es tic  p ro d u c t 
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t 
G ro ss n a tio n a l incom e 
U n e m p lo y m e n t ra te  
C o n su m er p rices 
D e c e m b e r-D e c e m b e r  
V a ria tio n  b e tw een  an nual av erag es 
R eal w ages and sa la rie s '
M oney
C u rre n t g o v e rn m e n t incom e 
T ota l g o v e rn m e n t e x p e n d itu re  
Fiscal d e f ic it/to ta l g o v e rn m e n t e x p e n d itu re  
Fiscal d e f ic it/g ro s s  d o m es tic  p ro d u c t 
C u rre n t va lue  o f  e x p o rts  (goods and serv ices) 
C u rre n t  va lue  o f  im p o rts  (g o o d s and se rv ices) 
T e rm s o f  tra d e  (goods and serv ices)
E x te rn a l se c to r  M llm
T rad e  b a lance  (goods and se rv ices)
N e t  p a y m e n ts  o f  p ro fits  and in te re s t 
B a lance  o n  c u r re n t account 
B a lance  on  cap ita l account 
V a r ia tio n  in  n e t in te rn a tio n a l rese rv es 
T o ta l d isb u rse d  e x te rn a l d eb t
1979 1980 1981 1982 1983 1984 1985"
109.9 100.0 91.6 86.4 86.9 88.1 89.3
114.9 100.0 89.5 84.6 81.7 88.1 89.3
4.44 4.53 4.58 4.62 4.67 4.72 4.77
113.2 100.0 89.0 81.5 79.7 78.5 77.2
h ra te s
-1.8 -9.0 -8.4 -5.7 0.6 1.4 1.4
-4.6 - 11.6 - 11.0 -8.4 -2.3 -1.5 - 1.6
-2.3 -12.9 -10.5 -5.5 -3.4 8.2 0.8
(5.7 16.1 25.0 30.0 30.0 30.0 30.0
14.8 18.6 11.6 13.4 14.8 9.8 30.8
15.9 17.4 14.7 11.7 13.1 11.7 22.1
9.0 - 0.6 - 11.8 -12.9 2 .1 -19.4
2 1.6 7.2 - 0.8 4 .7 -1.5 17.3 26.9
18.3 -14.4 (5.4 0.3 13.7 22.5 23.2
12.8 17.6 13.3 4 .6 50.0 -8.0 14.4
7 .0 32.3 36.4 39.0 53.8 38.5 33.8
1.1 5.6 7 3 7 .9 14.6 8 .5 (5.9
37.1 -4.0 -23.9 - 11.0 (5.2 -1.3 0 .5
51.9 -6.8 - 0.8 -10.4 1.9 12.2 3 .6
-5.0 -7.7 
o f  d o lla r s
-9.0 2 .6 -9.8 12.7 -1.3
10 4 5 -237 -218 -187 -328 -367
-77 -94 -100 -129 -131 -163 -150
15 - 1 2 7 2 -271 -256 -313 -341
-149 -74 223 2 4 2 2 8 0 3 2 0 3 8 8
-128 -69 -43 -27 3 9 19 30
9 3 9 1  176 1 4 7 1 1 710 1 891 1 9 4 9 2  003
Source: LCLAC, on the basis of official data.
"Preliminary figures. Percentages. 'Real minimum wages for industrial workers in San Salvador.
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factor which lessened the need for the services of international financing institutions and for 
obedience to the demands of economic adjustment agreements.
The external economic assistance referred to above also helped to improve the public finances. 
Although grants to the government decreased in 1985 as a greater proportion of external aid was 
shifted to the direct promotion of private activity, they still covered a significant portion of the fiscal 
imbalance. Efforts to put the public finances on a sounder footing continued nonetheless. On the one 
hand, in line with its policy on public spending (particularly current expenditure), the government 
continued with its austerity measures, which included a freeze on employment in the civil service and 
the rationalization of the consumption of goods and services. Only central government investment 
expenditure showed any real increase, as part of the economic recovery programme. On the other 
hand, public revenues were raised considerably by the increased taxes on domestic transactions and 
foreign trade which went into effect in 1985. Two factors in the expansion of tax revenues from 
foreign trade were the deferred payment of taxes on coffee exports and a measure setting import 
prices in accordance with the market on which the foreign exchange used to pay for them had been 
obtained. As a result, some reduction was achieved in the fiscal deficit, so that in 1985 it represented 
33% of total expenditure and 7% of the gross domestic product, in comparison with its 1984 levels of 
38.5 % and 8.5 %, respectively. It is estimated that a similar reduction may have been achieved in the 
case of public enterprises, mainly because of the completion of main infrastructure projects.
Since military spending was maintained at its 1984 level (absorbing approximately 40% of all 
public outlays), other items, particularly those directed towards social development, had to bear the 
brunt of the austerity measures. In this connection it should be pointed out that although a great deal 
of external assistance has been provided in recent years, internal institutional constraints have 
restricted the public sector's use of the resources it has received.
The speed-up of inflation was perhaps one of the most serious economic imbalances observed 
in 1985. The rate of price increases was double what it had been the preceding year, with the annual 
average rate reaching 22%. This phenomenon was closely associated with the transfer of a significant 
percentage of imported goods from the official to the parallel exchange rate. This resulted in a 
devaluation of approximately 26% in the average value of the colón.
Other factors were also at work, however, one of them being speculation in the distribution of 
goods and in foreign exchange transactions on non-bank markets, especially during the third quarter 
of the year. The excessive liquidity seen in 1985 and the relatively plentiful supply of foreign 
exchange outside the banking system also seem to have helped to push prices up.
In general, wages and salaries showed virtually no change in nominal terms, which meant that 
inflation continued to eat away at real wages. The average loss in purchasing power was approxi­
mately 23% and was particularly marked in the case of agricultural day labourers (see table 1). 
Midway through the year strong labour movements directed towards winning wage increases took 
shape, especially among public-sector employees. The government responded by granting an 
increase in year-end bonuses and by pledging to review wages and salaries for 1986.
During the past two years economic activity has been stimulated by the banking system's 
expansionary credit policy. An increasing amount of resources were channelled to agricultural, 
industrial and service activities in 1985, while steps were also taken to reduce the portfolio of overdue 
loans which some production sectors had accumulated with the banking system over the past several 
years. One important measure, which was partly financed by external resources, was the granting of 
favourable repayment periods and rates as a means of consolidating the debts owed by coffee and 
cotton growers. Although savings and deposits absorbed a large volume of resources, the amount 
invested in other financial instruments stagnated, resulting in an excessive increase in the monetary 
base.
In sum, the factors which have shored up the Salvadorian economy in recent years continued to 
make their influence felt in 1985. Economic activity expanded, although modestly, for the third year 
running. Transfer payments from abroad did a great deal to turn the economy towards recovery, but 
an expansionary monetary policy resulted in an upsurge of inflationary pressures.1
'T h i s  s i t u a t io n ,  in  c o m b in a t io n  w i t h  t h e  im b a la n c e s  in  t h e  c u r r e n t  a c c o u n t o f  1:1 S a lv a d o r 's  b a la n c e  o f  p a y m e n ts ,  p r o m p t e d  t h e  
a u t h o r i t ie s  t o  a d o p t  a n  e c o n o m ic  s t a b i l iz a t io n  p r o g r a m m e  f o r  im p le m e n t a t io n  in  1 9 8 6 . S o m e  o f  t h e  m o s t  s ig n i f ic a n t  m e a s u re s  p r o v id e d  f o r  in  
t h is  p r o g r a m m e  w e r e  t h e  e s t a b l is h m e n t  o f  a  s in g le - e x c h a n g e  r a te  o f  f iv e  c o lo n e s  t o  t h e  d o l la r ,  t h e  ra is in g  o f  t h e  in te r e s t  ra te  o n  b a n k  re s e rv e s , t h e  
e s t a b l is h m e n t  o f  c e il in g s  o n  c r e d it  t o  t h e  p u b lic  s e c to r , v a r io u s  ta x  a m e n d m e n t s  d e s ig n e d  to  ra is e  f is c a l r e v e n u e s , a n d  t h e  b a n n in g  o f  im p o r t s  o f  
lu x u r y  ite m s . M in i m u m  w -ag e s  w e r e  a ls o  ra is e d  s u b s ta n t ia l ly ,  p a r t ic u la r ly  th o s e  a p p ly in g  t o  f a r m  w o r k e r s .
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F ig u r e  1
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- 5 0 0
1 9 7 0
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C o n s u m e r  p r ic e s "
1 9 7 9 1 9 8 2 1 9 8 5
1 9 8 2 1 9 8 5
T ra d e  b a la n c e 0
1 9 7 3 1 9 7 6
N e t  fa c t o r  p a y m e n t s '
_j______i_
1 9 7 9  1 9 8 2
0„
1 9 8 5
2  0 0 0  
1 0 0 0
0 -1 1 L.
1 9 7 0 1 9 7 3
2 0 r I n t e r e s t  ( n e t )
10 - E x p o r t s  o f  g o o d s  
a n d  s e r v ic e s
0
1 9 7 0 1 9 7 3
m  "m 'mT o t a l  e x t e r n a l  d eb tt - A
— . — .mMMMmmmmm.
1 9 7 6 1 9 7 9 1 9 8 2 1 9 8 5
1 9 7 6 1 9 7 9 1 9 8 2 1985
Source: ECLAC, on the basis o f  official figures.
aA nnual grow th rate. ''Percentage variation, D ecem ber - December. cM illions o f




EL SALVADOR: TOTAL SUPPLY AND DEMAND
In d ex es  (1980  = : 100)
P e rcen tag e
b reak d o w n
G ro w th  ra te s
1983 1984 1985" 1980 1985" 1982 1983 1984 1985°
T o ta l  su p p ly 86.9 91 .0 93 .0 132.8 138.2 -6.8 1.8 4 .7 2.2
G ro ss d o m es tic  p ro d u c t
a t m a rk e t prices 86.9 88.1 89.3 100.0 100.0 -5.7 0.6 1.4 1.4
Im p o rts  o f  goo d s and
se rv ices 86.8 99.6 104.2 32.8 38.2 -10.4 5.7 14.8 4.6
T o ta l  d e m a n d 86.9 91 .0 93.0 132.8 138.2 -6.8 1.8 4 .7 2.2
D o m e s tic  d em and 88.7 97.2 99.2 98.7 109.8 -5.1 -3.3 9.6 2.1
G ro ss d o m es tic  in v e s tm e n t 79.0 81.3 84.8 13.3 12.6 - 10.2 -8.5 3.0 4.3
G ro ss fixed in v e s tm e n t 74.2 75.9 79.7 13.6 12.1 - 10.1 -7.5 2.3 5.0
C o n s tru c tio n 79.7 75.8 83.8 7.2 6.7 -2.2 -3.1 -4.9 10.5
M a ch in ery 68.2 76.1 75.2 6.4 5.4 -17.9 - 12.6 11.7 - 1.2
P ub lic 58.1 52.1 44.3 7.1 3.5 -18.8 -22.6 -10.4 -14.9
P riv a te 92.0 102.3 118.9 6.4 8.6 0.3 7.2 11.2 16.2
V a ria tio n  in  stocks -0.3 0.5
T ota l co n su m p tio n 90.0 99.5 101.3 85.5 97.0 -4.3 -2.6 10.5 1.8
G e n e ra l g o v e rn m e n t 101.6 104.0 96.9 14.0 15.2 -0.4 -1.5 2.4 -6.8
P riv a te 87.9 98.7 102.3 71.5 81.8 -5.1 -2.8 12.3 3.6
E x p o rts  o f  goo d s and
serv ices 81.8 73.3 75.3 34.1 28.7 -13.3 22.2 -10.4 2.7
Source: UGAC, on the basis of figures supplied by the Central Bank of El Salvador.
"Preliminary figures. The figures for exports and imports of goods and services were taken from IMF balance-of-payments data
expressed in dollars at current prices, which were converted to constant 1980 values using unit value indexes calculated by liCLAC for this 
purpose.
2. Trends in economic activity
a) T o ta l supply a n d  d e m a n d
Total supply and demand showed an increase (2.2%) in 1985 which, although rather modest, 
further consolidated the containment of the progressive deterioration which had been seen in the 
Salvadorian economy since 1979- Nonetheless, the level of economic activity was still 20% lower than 
it had been at the end of the 1970s (see tablés 1 and 2).
All the production sectors except crop farming (where production went down) made some 
progress in 1985. The most important variable in the expansion of supply was probably imports of 
goods and services, which grew 4.6% in 1985 (14.8% in 1984), with the leading items being 
intermediate materials, equipment, spare parts and production inputs in general.
As regards total demand, although exports of goods and services rose slightly, the greatest 
stimulus came from domestic demand. One factor was gross fixed investment, which climbed 5%. 
This was a reflection of the intense activity taking place in the construction sector, since capital 
formation in machinery and equipment for industry and agriculture grew more slowly, following a 
sharp jump in 1983 and 1984. Private capital formation has been responsible for the recovery, 
inasmuch as public-sector capital formation has continued to decline due to the austerity policy and 
the completion of major infrastructure projects (see table 2).
The same factors which have hindered capital formation in El Salvador in the past persisted, 
however. Firstly, there continued to be uncertainty about the course that the armed conflict, tense by 
then in its sixth year, would take. Agricultural production and the provision of certain basic services 
have continued to be the object of acts of aggression and sabotage. In addition to reducing the supply 
of goods and services, this has discouraged the channelling of domestic savings towards the mainte­
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n a n c e  o f  p r o d u c t io n  u n i t s .  T h e  i n t e r n a t io n a l  e c o n o m ic  d e p r e s s io n  h a s  h a d  t h e  s a m e  ty p e  o f  e ffe c t, 
s in c e  t h e  s lu g g is h n e s s  o f  e x t e r n a l  d e m a n d  c a u s e d  b y  t h e  d e p r e s s io n  h a s  h e lp e d  to  r e d u c e  in c e n t iv e s  
f o r  i n v e s tm e n t  in  t h e  e x p a n s io n  o f  p r o d u c t io n  c a p a c ity .
S e c o n d ly , c o n s u m p t i o n  e x p e n d i t u r e  h a s  a ls o  r i s e n  m a r k e d ly  d u r in g  th e  p a s t  b i e n n iu m  p a r t i c u ­
la r ly  in  t h e  c a s e  o f  t h e  p r i v a t e  s e c to r .  T o ta l  c o n s u m p t i o n  g r e w  1 .8 %  in  1 9 8 5 , e v e n  th o u g h  g o v e r n ­
m e n t  c o n s u m p t i o n  d id  n o t  g r o w  a t  a ll  a n d  r e a l  w a g e s  c o n t in u e d  to  d r o p .  S o m e  c o n t r i b u t i n g  f a c to r s  in  
th i s  g r o w t h  w e r e  h e a v y  d e fe n c e  s p e n d in g ,  t h e  i n c r e a s in g  le v e l  o f  r e m i t t a n c e s  f ro m  S a lv a d o r ia n s  
r e s id in g  a b r o a d  a n d ,  p r o b a b ly ,  t h e  e f fe c ts  o f  r e d i s t r i b u t i o n  in c o m e ,  w h ic h  a p p e a r  to  h a v e  b o o s te d  
c o n s u m p t io n  a m o n g  t h e  u p p e r  s t r a t a  o f  t h e  p o p u la t i o n .
b )  Trends in the main sectors
i)  Agriculture. A g r ic u l tu r a l  p r o d u c t io n  w a s  d o w n  s u b s ta n t ia l ly  in  1985  ( -2 .4 % )  ( s e e  ta b le  3 ). 
T h is  p o o r  s h o w in g  w a s  d u e  to  t h e  c o n t in u e d  d e t e r i o r a t i o n  o f  t h e  a g r ic u l tu r a l  e x p o r t  s e c to r  w h ic h ,  o n  
th i s  o c c a s io n ,  w a s  c o m p o u n d e d  b y  th e  d r o p  in  b a s ic  g r a in  c r o p s  b r o u g h t  a b o u t  b y  b a d  w e a t h e r  
c o n d i t i o n s ,  a n d ,  p r o b a b ly ,  b y  a  d e c r e a s e  in  t h e  a r e a  u n d e r  c u l t iv a t io n .  A m o n g  e x p o r t  p r o d u c t s ,  t h e  
m o s t  n o t a b l e  d e c r e a s e s  w e r e  in  c o ffe e  ( 3 % )  a n d  c o t to n  ( 2 0 % ) .  S u g a r -c a n e  o u t p u t  m a i n t a i n e d  a  h ig h  
r a t e  o f  g r o w t h  f o r  t h e  f o u r th  c o n s e c u t iv e  y e a r ,  h o w e v e r  ( s e e  ta b le  4 ) .
T h e  f a c to r s  w h ic h  h a v e  a f fe c te d  c o f f e e -g r o w in g  d u r in g  r e c e n t  y e a r s  p e r s i s t e d .  I n t e r n a t i o n a l  
p r ic e s  r e m a i n e d  a t  r e la t iv e ly  lo w  a v e r a g e  l e v e ls ,  w h i le  t h e  a r m e d  c o n f l ic t  c o n t in u e d  to  a ffe c t t h e  
p r o d u c t io n ,  h a r v e s t i n g ,  p r o c e s s in g  a n d  t r a n s p o r t  o f  co ffe e . I n  a d d i t io n ,  c o f fe e -g r o w e r s  c o n t in u e d  to  
b e  f a c e d  w i th  r i s i n g  c o s ts ,  m a in ly  in  c o n n e c t io n  w i th  p r o g r a m m e s  to  c o m b a t  p l a n t  d is e a s e  ( r u s t ) .
T h is  c o m b in a t io n  o f  f a c to r s  a d d e d  to  t h e  s h a r p  d e c l in e  in  f ix e d  a s s e ts  a n d  t h e  f in a n c ia l ly  
i n s o lv e n t  p o s i t i o n  o f  p r o d u c e r s  vis-a-vis t h e  b a n k in g  s y s te m . O n e  o f  t h e  m o s t  i m p o r t a n t  s t e p s  t a k e n  
in  19 8 5  in  t h i s  r e s p e c t  w a s  t h e  r e p r o g r a m m i n g  o f  d e b t s  o n  p r e f e r e n t i a l  t e r m s  a s  r e g a r d s  r e p a y m e n t
T ab le  3
E L  S A L V A D O R : G R O S S  D O M E S T IC  P R O D U C T  B Y  B R A N C H  
O F  E C O N O M IC  A C T I V IT Y ”
In d ex es (1980 == 100)
P e rcen tag e
b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
G ro ss  d o m e s tic  p ro d u c t 86.9 88.1 89.3 100.0 100.0 -5 .7 0.6 1.4 1.4
G o o d s 85.4 86.0 86.7 46 .4 44 .9 -5 .8 - 1.2 0.7 0.8
A g ricu ltu re ' 86.3 87.4 85.3 27.8 26.6 -4.7 -3.2 1.2 -2.4
M in ing 94.8 97.4 97.4 0.1 0.1 - -2.6 2.7 -
M anufac tu ring 83.7 84.8 88.6 15.0 14.9 -8.4 2.0 1.3 4.5
C o n stru c tio n 91.0 85.8 96.1 3.4 3.4 -4.2 2.0 -5.7 12.0
B a sic  se rv ices 92 .4 9 4 .9 97 .9 5.6 6.2 -4 .9 5.6 2.7 3.2
E lectric ity , gas and w a te r  
T ra n s p o r t ,  s to rag e  and
99.2 101.9 106.0 2.1 2.5 -2.5 5.0 2.7 4.0
co m m u n ica tio n s 88.3 90.8 93.2 3.5 3.7 -6.5 6.0 2.8 2.7
O th e r  se rv ices 87.8 89.6 91.1 48 .0 48 .9 -5 .6 1.7 2.0 1.7
C o m m erce  
F inancia l in s titu tio n s
77.0 78.5 80.2 22.9 20.5 - 12.0 2.8 1.9 2.2
and in su ran ce 102.7 104.0 105.9 7.7 9.1 3.9 1.3 1.3 1.8
O w n e rsh ip  o f dw ellin g s 
C o m m u n ity , social and
107.7 109.4 111.1 4.3 5.4 2.6 2.0 1.6 1.5
p erso n a l serv ices 95.4 97.6 98.8 17.4 19.3 -2.6 0.8 2.3 1.2
G o v e rn m e n t serv ices 105.3 108.4 108.9 10.3 12.5 3.0 1.0 3.0 0.5
Source: l-CI.AC, on the basis of figures supplied by the Central Reserve Bank of 11 Salvador.




EL SALVADOR: INDICATORS OF AGRICULTURAL PRODUCTION
G ro w th  ra tes
1975 1980 1983 1984 1985° ■
1982 1983 1984 1985°
In d e x  o f  a g r ic u ltu ra l  
p r o d u c t io n  (1978  =  100) 95 .4 104.6 87.3 88.3* 8 6 .2 h -3 .9 -5 .6 1 2 * -2.4*
C ro p  fa rm in g 97.3 107.4 90.5 90.5 '' 86.5* -3.5 -5.0 h -4.4*
L ivestock  ra is in g 90.0 88.3 69.3 72.0* 73.5* -6.4 -9.6 3.8* 2 .1*
P ro d u c t io n  o f  m a in  c r o p s ' 
F o r e x p o rt
Coffee 163 186 154 144 140 -0.8 -9.4 -6.5 -3.0
C o tto n 73 61 40 31 25 -8.2 1.8 -22.8 -20.8
S u g ar cane
F o r d o m e s tic  co n su m p tio n
3 166 2  564 3 016 3 402 3 630 4.8 27.2 12.8 6.7
M a ize 434 521 437 520 474 -17.8 7.0 19.0 -8.9
B e an s 38 39 41 48 35 -0.7 10.4 15.4 -27.9
M illed  rice 39 39 26 41 44 -29.3 22.1 54.2 8.9
S o rg h u m 172 138 122 139 129 -8.5 -0.9 14.1 -6.7
S to c k - ra is in g  in d ic a to r s
N u m b e r  o f  an im a ls
slau g h te red
C a ttle 187 185 147 148 0.7 -1.3 0.7
P ig s"
O th e r  p ro d u c ts
115 126 155 140 17.4 9.2 -9.7
M ilk ' 253 331 208 275 -16.8 -22.1 32.2
E g g s7 588 818 849 854 - 0.6 0.6
Source: UC1AC, on the basis of figures supplied by the Centrjl Reserve Bunk of 11 Salvador.
"Preliminary figures. listimated on the basis of variations in value added at constant prices. ’ Thousands of tons. Thousands of
head. ’Millions of bottles. Millions of units.
p e r i o d s  a n d  i n t e r e s t  r a te s .  I n  a d d i t io n ,  c r e d i t  s u p p o r t  c o n t in u e d  to  b e  g r a n t e d ,  d i r e c t  s u b s id ie s  f o r  
p r o d u c e r s  w e r e  r a i s e d  to  2 2 0  c o lo n e s  p e r  q u in ta l  a n d , f ro m  m id - y e a r  o n w a r d s ,  a ll e x t e r n a l  s a le s  w e r e  
t r a n s a c t e d  a t  t h e  p a r a l l e l  e x c h a n g e  r a t e  ( a p p r o x im a te ly  4 .8 5  c o lo n e s  to  t h e  d o l la r ) .  N o n e t h e l e s s ,  
c o ffe e  p r o d u c t i o n  in  198 5  a m o u n te d  to  o n ly  140 0 0 0  t o n s ,  w h ic h  c o m p a r e d  u n f a v o u ra b ly  w i th  t h e  
o u t p u t  le v e ls  o f  187 0 0 0  to n s  r e c o r d e d  a t  t h e  e n d  o f  t h e  1 9 7 0 s  ( s e e  ta b le  4 ) .  S in c e  t h e  q u o ta  a s s ig n e d  to  
E l  S a lv a d o r  b y  th e  I n t e r n a t i o n a l  C o ffe e  O r g a n iz a t io n  w a s  v i r tu a l ly  t h e  s a m e  a s  i t  h a d  b e e n  f o r  
1 9 8 3 /1 9 8 4  (2 .4  m i l l io n  6 0 - k g  b a g s ) ,  t h e  v a lu e  o f  c o ffe e  e x p o r t s  r e m a in e d  a lm o s t  c o n s t a n t  a t  a r o u n d  
U S $ 4 5 0  m i l l io n .
C o ffe e  p r o d u c t i o n  m a y  s h o w  s o m e  i m p r o v e m e n t  a s  a  r e s u l t  o f  t h e  c o n s id e r a b le  in c r e a s e  in  
c o ffe e  p r ic e s  w h ic h  h a s  o c c u r r e d  in  1 986 . H o w e v e r ,  w i th  a  v ie w  to  r e d u c in g  th e  s u r p lu s  l iq u id i ty  in  t h e  
e c o n o m y , t h e  p o s s ib i l i ty  h a s  b e e n  r a i s e d  o f  d e f e r r in g  e x p o r t  e a r n in g s  t h r o u g h  t h e  s a le  o f  b o n d s .
T h e  c o n d i t i o n s  a f fe c t in g  c o t to n  p r o d u c t io n  c o n t in u e d  to  d e t e r io r a t e  in  1 9 8 5 , w i th  t h e  r e s u l t  
t h a t  o u t p u t  w a s  2 0 %  lo w e r  t h a n  i t  h a d  b e e n  in  1984  ( s e e  t a b le  4 ) . I n  a d d i t io n  to  t h e  e f fe c ts  o f  t h e  
a r m e d  c o n f l ic t ,  i n t e r n a t io n a l  c o t to n  p r ic e s  s h o w e d  a n o t h e r  s u b s ta n t i a l  d r o p .  I n c o n s e q u e n c e ,  c u l t iv a ­
t io n  o f  t h i s  c r o p  w a s  g iv e n  u p  o n  a p p r o x im a te ly  o n e - f i f th  o f  t h e  p l a n t e d  a r e a ,  w h ic h  w e n t  d o w n  f ro m  
5 5  0 0 0  manzanas2 in  1 9 8 4  to  4 4  0 0 0  in  1 985 .
O ffic ia l m e a s u r e s  to  s u p p o r t  c o t to n  c u l t iv a t io n  w e r e  t a k e n  in  1985  in  a n  a t t e m p t  to  o f fs e t  th e  
d r o p  in  p r i c e s  o n  i n t e r n a t io n a l  m a r k e t s  to  s o m e  d e g r e e .  A s  in  t h e  c a s e  o f  co ffe e , t h e  m o s t  i m p o r t a n t  
m e a s u r e  w a s  p r o b a b ly  t h e  c o n s o l id a t io n  o f  t h e  d e b t s  a c c u m u la te d  b y  p r o d u c e r s  w i th  t h e  b a n k in g  
s y s te m  o n  t h e  b a s is  o f  r e la t iv e ly  so f t  t e r m s  a s  r e g a r d s  r e p a y m e n t  p e r io d s  a n d  r a te s .
*A manzana equals approximately 0.7 hectares.
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S u g a r  c a n e  w a s  o n c e  a g a in  o n e  o f  t h e  e x p o r t  c r o p s  w h ic h  t u r n e d  in  a  s a t is f a c to ry  p e r f o r m a n c e .  
P r o d u c t io n  r o s e ,  a s  i t  h a d  d u r in g  t h e  tw o  p r e c e d in g  y e a r s  •— a lth o u g h  m o r e  s lo w ly  ( 6 % ) —  d u e  to  
in c r e a s e s  in  b o th  t h e  a r e a  u n d e r  c u l t i v a t io n  a n d  in  y ie ld s  ( s e e  t a b le  5 ). D e s p i t e  t h e  d e c l in e  in  
i n t e r n a t io n a l  p r i c e s ,  a n  in c e n t iv e  h a s  b e e n  p r o v id e d  b y  th e  e x p a n s io n  o f  t h e  im p o r t  q u o ta  fo r  t h e  
U n i t e d  S ta te s  m a r k e t ,  w h e r e  th e  p r i c e  is  m u c h  h i g h e r  t h a n  i t  i s  o n  t h e  f re e  m a r k e t .  F u r t h e r m o r e ,  t h e  
d o m e s t ic  c o n d i t i o n s  f o r  p r o d u c t io n  h a v e  b e e n  m a d e  m o r e  f a v o u ra b le  b y  a  s y s te m  o f  p r o d u c t io n  
s u b s id ie s  a n d  b y  a  p l a n  f o r  c a r r y in g  o u t  e x p o r t  t r a n s a c t io n s  a t  t h e  p a r a l l e l  e x c h a n g e  r a te .
N e v e r t h e l e s s ,  t h e  o u t lo o k  is  n o t  e n c o u r a g in g ,  s in c e  i t  w a s  e x p e c te d  t h a t  t h e  7 5  0 0 0 - to n  q u o ta  
g r a n t e d  f o r  t h e  U n i t e d  S ta te s  m a r k e t  in  t h e  1 9 8 4 /1 9 8 5  a g r ic u l tu r a l  y e a r  w o u ld  b e  c u t  b y  n e a r ly  2 5  0 0 0  
to n s  in  1 9 8 5 /1 9 8 6 .  I n  r e s p o n s e  to  c h a n g in g  c o n d i t io n s  o n  t h e  i n t e r n a t io n a l  m a r k e t ,  o n e  p r o m is i n g  
a l t e r n a t iv e  w h ic h  is  b e in g  c o n s id e r e d  i s  t h e  in d u s t r i a l  p r o c e s s in g  o f  s u g a r  c a n e  in to  e th y l  a lc o h o l.  T h e  
f i r s t  a lc o h o l  p l a n t  w e n t  i n to  o p e r a t i o n  in  1985  a n d  d u r in g  its  in i t ia l  p h a s e ,  p r o d u c e d  2 .5  m i l l io n  
g a l lo n s .
C r o p s  f o r  d o m e s t ic  c o n s u m p t io n  w e r e  d o w n  c o n s id e ra b ly  in  1 9 8 5 , e s p e c ia l ly  b a s ic  g r a in s .  
A b n o r m a l  w e a t h e r  c o n d i t io n s  r e d u c e d  h a r v e s t s  s u b s ta n t i a l ly ,  p a r t i c u la r ly  in  c o m p a r i s o n  to  1 9 8 4 , 
w h e n  t h e  t im e ly  r a in s  a n d  a n  in c r e a s e  in  t h e  s u r f a c e  a r e a  u n d e r  c u l t iv a t io n  ( s o m e  o f  w h ic h  h a d  b e e n  
s h i f te d  a w a y  f ro m  c o t to n  p r o d u c t io n )  r e s u l t e d  in  a  m u c h  l a r g e r  h a r v e s t .
A  d r o p  in  y ie ld s  p e r  h e c t a r e  le d  to  a  d e c r e a s e  in  t h e  t o n n a g e  o f  m a iz e  ( - 9 % ) ,  b e a n s  ( -2 8 % )  a n d  
s o r g h u m  ( - 7 % )  ( s e e  ta b le  5 ). R ic e  w a s  t h e  o n ly  c r o p  f o r  w h ic h  t h e  h a r v e s t  w a s  l a r g e r  ( 9 % )  t h a n  in  
1 9 8 4 , d u e  to  a n  i n c r e a s e  in  t h e  a r e a  p l a n t e d  a n d  to  t h e  le s s e r  e x t e n t  o f  t h e  d a m a g e  c a u s e d  to  th i s  c r o p  
b y  th e  h e a v y  r a in s .  D e s p i t e  t h e  h i g h e r  p r o d u c t io n  le v e ls  r e c o r d e d  o n  a v e r a g e  d u r in g  t h e  p a s t  t h r e e  
y e a r s ,  h o w e v e r ,  t h e  h a r v e s t  w a s  s t i l l  1 0 %  s m a l le r  t h a n  i t  h a d  b e e n  in  197 9 .
T ab le  5
E L  S A L V A D O R : IN D IC A T O R S  O F  M A N U F A C T U R IN G  P R O D U C T I O N
________ G ro w th  ra tes
1975 1980 1983 1984 1985°
1982 1983 1984 1985°
In d e x  o f  v a lu e  ad d ed
( 1 9 7 0 =  100) 138.2 140.1 117.2 118.8 124.1 -8 .4 2.0 1.3 4.5
F oodstuffs , bev erag es and tobacco 144.0 162.8 142.7 147.5 157.8 -5.3 - 3.4 7.0
T ex tiles , c lo th in g  and 
le a th e r  p ro d u c ts 95.8 80.6 50.9 51.0 53.0 -20.6 -9.1 0.2 3.9
T ex tiles 64.7 55.4 31.8 30.6 -32.4 5.6 -3.8
C lo th in g , foo tw ear and 
o th e r  lea th e r  p ro d u c ts 131.6 108.8 76.2 77.6 -10.5 -17.4 1.8
W ood  and p ap er 129.0 169.1 151.7 139.3 -21.4 23.1 -8.2
W ood  and w ood p ro d u c ts 136.3 196.4 243.5 225.5 -9.0 32.3 -7.4
P a p e r  and p a p e r  p ro d u c ts 123.1 151.2 96.8 88.0 -32.4 11.6 -9.1
C hem ica ls , p e tro le u m  p ro d u c ts  
and ru b b er p ro d u c ts 126.7 92.1 81.2 80.3 85.1 -3.6 6.3 - 1.1 6.0
C h em ica ls 113.2 53.5 56.3 57.9 60.8 3.3 11.0 2.8 5.0
P e tro le u m  and ru b b e r p ro d u c ts 148.0 139.4 112.4 108.7 115.8 -6.8 2.9 -3.3 6.5
N o n -m e ta llic  m in era l p ro d u c ts 140.5 144.0 127.6 116.0 127.6 -3.0 5.8 -9.1 10.0
M etal p ro d u c ts  and m ach inery 158.6 133.7 87.5 90.2 -17.4 8.0 3.1
M etal p ro d u c ts 175.9 129.5 91.0 104.5 120.2 -16.0 8.7 14.8 15.0
M ach in ery  and e q u ip m e n t 151.1 136.6 86.3 83.8 -18.3 7.7 -2.9
O th e r  m anu fac tu res 114.9 74.4 46.5 51.5 -15.2 -0.5 10.8
O th e r  in d ic a to r s  o f
m a n u fa c tu r in g  p r o d u c t io n  
C o n su m p tio n  o f  e lec tric ity  
by  industry 410 557 482 484 4 97 ' - 11.0 0.4 2.7
Source: liCI.AC, on the basis of official figures.
"Preliminary figures. Millions of kWh. ' estimated on the basis of the January-October variation.
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EL SALVADOR
E L  S A L V A D O R : IN D IC A T O R S  O F  E L E C T R IC IT Y  
G E N E R A T I O N  A N D  C O N S U M P T I O N
Table 6
M illiions o f  k W h  G ro w th  ra te s
1980 1983 1984
Ja n u a ry -O c to b e r 
1984 1985"
1982 1983 1984 1985°
G e n e ra t io n 1 540 1 600 1 672 1 386 147 4 -1.5 7.5 4.4 6.3
T o ta l  c o n s u m p tio n 1 338 1 354 1 415 1 166 1 230 -2.6 5.0 4.5 5.5
R esid en tia l 307 435 461 384 394 5.0 8.5 5.9 2.6
C o m m erc ia l 174 191 182 148 160 3.0 11.7 -4.5 8.1
In d u str ia l 557 482 484 402 413 - 11.0 -0.4 0.4 2.7
G o v e rn m e n t and 
o th e rs 2 2 0 247 225 232 263 0.9 6.0 17.7 13.4
Source: liCl.AC, on the basis of figures supplied by the Bureau of Mining and linergy Resources. 
"Preliminary figures estimated on the basis of the January-October variation.
O th e r  c r o p - f a r m in g  p r o d u c t s  su c h  a s  to b a c c o ,  s is a l ,  f ru i ts  a n d  v e g e ta b le s ,  a n d  s e s a m e  s h o w e d  a n  
in c r e a s e  o f  a p p r o x im a te ly  3 %  w h e n  t a k e n  a s  a  w h o le .  T h e  p a c e  o f  a c tiv i ty  w i th  r e s p e c t  to  l iv e s to c k  
p r o d u c t s  w a s  s lo w  ( f ro m  1%  to  2 % ) .  T h e  g r o w t h  o f  s to c k - r a i s in g ,  h o w e v e r ,  w a s  m o r e  n o ta b le  t h a n k s  
to  g o v e r n m e n t  p r o d u c t io n  in c e n t iv e s  w h ic h  e x p a n d e d  t h e  s u p p ly  o f  m i lk  a n d  m e a t ,  a l t h o u g h  th i s  w a s  
s t i l l  f a r  f ro m  r e a c h in g  t h e  le v e ls  o f  t h e  la te  1 9 7 0 s.
ii)  Manufactures. M a n u f a c tu r in g  a n d  c o n s t r u c t io n  w e r e  t h e  m o s t  d y n a m ic  s e c to r s  o f  p r o d u c t io n  
in  1 9 8 5 . T h e  g r o w th  o f  d o m e s t ic  d e m a n d  d u r in g  th e  la s t  tw o  y e a r s  h a s  p r o v id e d  a  m a jo r  i n c e n t iv e  fo r  
m a n u f a c tu r in g ,  w h ic h  g r e w  b y  1 .3 %  a n d  4 .5 %  in  1984  a n d  1 9 8 5 , r e s p e c t iv e ly  ( a l t h o u g h  e x t e r n a l  
s a le s  — a n d  e s p e c ia l ly  s a le s  to  t h e  r e s t  o f  t h e  C e n tr a l  A m e r ic a n  s u b r e g io n —  h a v e  s h o w n  a  d o w n w a r d  
t r e n d )  ( s e e  t a b le  5 ). D e s p i t e  th i s  g r o w th ,  h o w e v e r ,  t h e  le v e l  o f  a c tiv i ty  r e m a in e d  a p p r o x im a te ly  2 0 %  
lo w e r  t h a n  i t  h a d  b e e n  in  1 9 7 9 , in  w h ic h  t h e r e  w a s  s t i l l  a  c o n s id e r a b le  a m o u n t  o f  id le  in s ta l l e d  c a p a c ity  
a n d  r e d u c e d  le v e ls  o f  e m p lo y m e n t .
T h e  r i s e  in  p r i v a t e - s e c t o r  c o n s u m p t io n  in  1984  a n d  1985 g a v e  a  s u b s t a n t i a l  b o o s t  to  t h e  
p r o d u c t io n  o f  t r a d i t i o n a l  m a n u f a c tu r e s  ( fo o d s tu f f s  a n d  c lo th i n g ) ,  w h ic h  a c c o u n te d  f o r  o v e r  tw o -  
t h i r d s  o f  to t a l  o u tp u t .  T h e  c h e m ic a l s  b r a n c h ,  m a n y  o f  t h e  p r o d u c t s  o f  w h ic h  w e r e  fo r  p e r s o n a l  u s e ,  
a ls o  i n c r e a s e d  ( 5 % )  ( s e e  t a b le  5 ). T h e r e  w a s  a  n o t a b l e  i n c r e m e n t  in  t h o s e  b r a n c h e s  o f  in d u s t r y  
o r i e n t e d  to w a r d s  i n t e r m e d ia t e  u s e .  F u e ls  r o s e  6 .5 % ,  n o n - m e ta l l i c  m in e r a l s  c l im b e d  1 0 %  a n d  m e ta l  
p r o d u c t s  w e r e  u p  1 5 % . T h e  g r o w th  s e e n  in  th e s e  la s t  tw o  b r a n c h e s  o f  m a n u f a c tu r in g ,  in  w h ic h  
b u i ld in g  m a te r i a l s  a c c o u n te d  fo r  a  h ig h  p e r c e n ta g e  o f  o u tp u t ,  w a s  c lo s e ly  a s s o c ia te d  w i th  t h e  v ig o r o u s  
e x p a n s io n  o f  t h e  c o n s t r u c t io n  in d u s t r y .
A l th o u g h  f o rm a l  m a n u f a c tu r in g  a c tiv ity  a c c o u n te d  f o r  a  l a r g e  p a r t  o f  t h e  o v e r a l l  s e c to r 's  
p e r f o r m a n c e  in  1 9 8 5 , in f o r m a l  m a n u f a c tu r in g  a c tiv ity  ( m ic r o - in d u s t r i e s )  h a s  b e c o m e  a  s ig n i f ic a n t  
f a c to r  d u e  to  t h e  r a p id  g r o w th  o f  m a r g in a l  u r b a n  a r e a s ,  e s p e c ia l ly  in  S a n  S a lv a d o r .
iii)  Construction. P r e l im in a r y  e s t im a te s  in d ic a te  t h a t  t h e  c o n s t r u c t io n  in d u s t r y  w a s  t h e  f a s te s t -  
g r o w in g  p r o d u c t io n  s e c to r  in  1 9 8 5 . T h e  1 2 %  g r o w t h  r e c o r d e d  in  c o n s t r u c t io n  w a s  in  s h a r p  c o n t r a s t  
to  t h e  s te a d y  d e c l in e  w h ic h  h a d  b e e n  o c c u r r in g  in  t h i s  s e c to r  s in c e  t h e  la te  1 9 7 0 s  ( s e e  ta b le  3 ). E v e n  so , 
c o n s t r u c t io n  a c tiv ity  in  1985  w a s  4 %  lo w e r  t h a n  in  1980.
T h e  m a in  im p u ls e  fo r  t h e  g r o w t h  o f  t h i s  s e c to r  c a m e  f ro m  p r i v a t e  r e s id e n t i a l  in v e s tm e n t ,  
w h e r e a s  p u b l ic  c o n s t r u c t io n  d e c l in e d . S p e c if ic a lly , t h e  c o n s t r u c t io n  o f  p r i v a t e  u r b a n  h o u s in g  fo r  
m e d iu m -  a n d  lo w - in c o m e  s e c to r s  s h o w e d  a  m a jo r  u p t u r n  in  r e s p o n s e  to  m o u n t i n g  d e m a n d .  T w o  
c o n t r i b u t i n g  fa c to r s  w e r e  t h e  a v a i la b i l i ty  o f  c r e d i t  f ro m  t h e  b a n k in g  s y s te m  a n d  a n  i n t e r e s t  r a t e  w h ic h  
w a s  n e g a t iv e  in  r e a l  t e r m s .  T h is  w a s  r e f le c te d  in  t h e  o p e n i n g  o f  s e v e ra l  u r b a n  r e s id e n t i a l  c o m p le x e s ,  
p a r t i c u la r ly  in  S a n  S a lv a d o r . I n  a d d i t io n ,  h o u s in g  c o n s t r u c t io n  fo r  lo w - in c o m e  s e c to r s  (b a s ic a lly  
s e l f -b u i ld  p r o je c t s )  in  n e w ly - e x p a n d in g  m a r g in a l  u r b a n  z o n e s  s h o w e d  s ig n i f ic a n t  g r o w th .  I t  i s  w o r th
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n o t i n g  in  t h i s  c o n n e c t io n  t h a t  a  h i g h  p e r c e n t a g e  o f  t h e  c o u n t r y 's  h a l f -m i l l io n  d i s p la c e d  p e r s o n s  a r e  to  
b e  f o u n d  w i t h i n  t h e  b o u n d a r i e s  o f  S a n  S a lv a d o r .
T h e  lo w e r  le v e l  o f  p u b l ic  i n v e s tm e n t  w a s  m a in ly  a  r e f le c t io n  o f  t h e  g o v e r n m e n t 's  a u s te r i ty  
p o l ic y ,  e v e n  t h o u g h  th i s  w a s  p a r t ly  o f fs e t  b y  s p e c ia l  e c o n o m ic - r e c o v e ry  b u d g e ta r y  a l lo c a t io n s .  
I n v e s t m e n t  b y  t h e  a u to n o m o u s  in s t i t u t i o n s  r e f le c te d  t h e  e f fe c ts  o f  t h e  t e r m in a t i o n  o f  m a jo r  i n f r a s ­
t r u c tu r e  c o n s t r u c t io n  p r o j e c t s  in  1 9 8 4 , e s p e c ia l ly  t h o s e  o f  t h e  E n e rg y  C o m m is s io n .
iv )  Services. T h e  su p p ly  o f  b a s ic  a n d  o t h e r  s e rv ic e s  r e f le c te d  th e  o v e r a l l  g r o w th  o f  t h e  e c o n o m y , 
in c r e a s in g  b y  n e a r ly  2%  o v e r  19 8 4  le v e ls .  A m o n g  b a s ic  s e rv ic e s ,  e le c t r ic  p o w e r  g e n e r a t i o n  e x p a n d e d  
6%  a s  a  r e s u l t  o f  i n c r e a s e d  c o m m e r c ia l  a n d  i n d u s t r i a l  d e m a n d  ( s e e  ta b le  6 ) ,  d e s p i t e  w a r  d a m a g e  to  
s o m e  o f  t h e  g e n e r a t i o n  a n d  d i s t r i b u t i o n  s y s te m s  s e r v in g  S a n  S a lv a d o r , w h ic h  m a d e  i t  n e c e s s a ry  to  p u t  
e m e r g e n c y  g e n e r a t o r s  i n to  o p e r a t i o n  a n d  to  r a t i o n  e le c tr ic i ty  d u r in g  t h e  s e c o n d  h a l f  o f  t h e  y e a r .
D o m e s t ic  c a r g o  a n d  p a s s e n g e r  t r a n s p o r t  a lso  s u f fe re d  f ro m  i n t e r r u p t i o n s .  T ra f f ic  s h u td o w n s  in  
s o m e  a r e a s  o f  t h e  c o u n t r y ,  e s p e c ia l ly  in  t h e  e a s t ,  s lo w e d  th e  p a c e  o f  th i s  a c tiv i ty  s o m e w h a t  ( se e  
t a b le  3 ).
I n  t h e  b r a n c h e s  o t h e r  t h a n  b a s ic  s e rv ic e s ,  c o m m e r c e  s h o w e d  a n  in c r e a s e  o f  a r o u n d  2%  d u e  to  
t h e  r e a c t i v a t i o n  o f  c o n s t r u c t io n  a n d  m a n u f a c tu r in g  a n d  th e  in c r e a s e d  s u p p ly  o f  i m p o r t e d  m e r c h a n ­
d is e . T h e r e  h a s  b e e n  a  n o t a b l e  e x p a n s i o n  in  in f o r m a l - s e c to r  c o m m e r c e  d u r in g  th e  p a s t  tw o  y e a r s ,  
p a r t i c u la r ly  in  t h e  S a n  S a lv a d o r  u r b a n  a re a .
c )  Employment and unemployment
P r o v i s io n a l  e s t im a t e s  a t  a  v e ry  h ig h  le v e l  o f  a g g r e g a t io n  a p p e a r  to  in d ic a te  t h a t  t h e  h ig h  le v e l  o f  
o p e n  u n e m p l o y m e n t  w h ic h  h a s  b e c o m e  c h a r a c te r i s t i c  o f  E l  S a lv a d o r 's  e c o n o m y  r e m a in e d  a t  a b o u t 
3 0 %  o f  t h e  e c o n o m ic a l ly  a c t iv e  p o p u l a t i o n  f o r  t h e  f o u r th  y e a r  r u n n in g .
U n l ik e  w h a t  o c c u r r e d  in  1 9 8 4 , t h e  u r b a n / r u r a l  d i s t r i b u t i o n  o f  u n e m p lo y m e n t  in  1985  s h if te d  
t o w a r d s  r u r a l  a r e a s  d u e  to  d i f fe r e n c e s  in  e c o n o m ic  t r e n d s  a m o n g  t h e  m a in  s e c to rs .  B e c a u se  o f  t h e  
s lu m p  in  e c o n o m ic  a c t iv i ty  in  t h e  a g r ic u l tu r a l  s e c to r  (a s  r e g a r d s  b o th  e x p o r t  p r o d u c t s  a n d  g o o d s  f o r  
d o m e s t ic  c o n s u m p t i o n ) ,  t h i s  s e c to r  g e n e r a t e d  f e w e r  j o b s  t h a n  in  1984 . I n  c o n t r a s t ,  i t  a p p e a r s  
p r o b a b l e  t h a t  s o m e  b r a n c h e s  o f  m a n u f a c tu r in g  ( p r im a r i l y  t h o s e  d e v o te d  to  t r a d i t i o n a l  a n d  i n t e r m e ­
d ia te  g o o d s )  in c r e a s e d  t h e i r  e m p lo y m e n t  le v e ls  s l ig h t ly  in  r e s p o n s e  to  h e a v ie r  d e m a n d  in  1 9 8 4  a n d  
198 5 . I n  t e r m s  o f  e m p l o y m e n t ,  t h e  m o s t  i m p o r t a n t  q u a n t i t a t i v e  f a c to r  w a s  p r o b a b ly  t h e  in c r e a s e d  
r a t e  o f  a c tiv i ty  in  t h e  c o n s t r u c t io n  in d u s t r y  a n d  in  b u s in e s s  s e rv ic e s ,  e s p e c ia l ly  r e t a i l  d i s t r ib u t io n .
T a b le  7
E L  S A L V A D O R : M A I N  F O R E IG N  T R A D E  IN D IC A T O R S  (G O O D S )
1980 1981 1982 1983 1984 1985”
G r o w th  ra te s
E x p o rts
V alu e -5.0 -25.8 - 11.8 4.5 -1.3 -0.4
V olum e -14.7 -23.5 -13.6 26.1 -10.4 4.3
U n it  value 11.4 -3.0 2.2 -17.2 10.2 -4.5
i p o r ts
V alu e -6.0 0.2 -8.1 0.6 8.9 5.4
V o lu m e -24.7 -7.1 -6.6 6.5 14.9 7.0
U n it  va lue 24.8 7.8 - 1.6 -5.5 -5.2 -1.5
srm s o f  tra d e -9.7 - 10.2 3.4 - 12.8 14.8 -3.3
In d e x e s  (1980  = 100)
P u rc h a s in g  p o w e r  o f  e x p o r ts 100.0 6 8 .7 61 .4 67 .5 6 9 3 6 9 .9
V o lu m e  o f  e x p o r ts 100.0 76.5 66.1 83.3 74 .6 77.8
T e rm s  o f  tra d e 100.0 90.0 93.4 81.9 95.2 92.3





EL SALVADOR: EXPORTS OF GOODS, FOB
M illio n s  o f  d o llars  P e r c en ta g e  G r o w th  rates
1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985"
T o ta l 7 3 6 7 2 6 72 3 100 .0 100 .0 100 .0 -1 1 .8 4 .5 -1 .3 -0 .5
T o C en tra l A m e r ic a 168 157 129 2 7 .6 27 .5 17.9 -1 5 .6 -3 .5 -6 .3 -1 7 .9
T o rest o f  w orld 56 8 56 9 594 7 2 .4 72 .5 82 .2 -10 .5 7.1 0.2 4 .4
M a in  tr a d it io n a l e x p o r ts 511 505 5 18 6 6 .6 7 1 .2 7 1 .6 -1 0 .3 6 .2 0 .5 2 .5
C offee 4 0 2 4 5 0 4 4 8 33 .7 6 0 .9 6 1 .9 -1 1 .0 - 11.9 -0 .5
C o tto n 55 9 2 9 14.9 7.9 4 .0 -1 5 .7 2 2 .8 -8 3 .7 2 1 8 .4
Su gar 4 0 2 6 23 16.0 1.2 3.2 7 .0 152.4 -3 5 .4 -10 .5
S h r im p s 14 2 0 18 2 .0 1.2 2.5 13.5 -2 4 .4 37 .3 -11 .1
M a in  n o n -tr a d it io n a l
e x p o r ts 36 37 25* 6 .0 5.9 3 .4 -7 .8 -6 .9 0 .8 27.6''
P e r fu m es , to ile tr ie s  and  
c o sm e t ic s 9 11 8* 1.6 1.4 1.0 -6 .0 7.9 2 0 .4 -31.3*
I n se c tic id e s , fu n g ic id es  
and d e s in fec ta n ts 5 5 5* 0 .9 0 .6 0.7 -8 .7 1.6*
C o tto n  yarn  and th read 12 13 9* 0 .9 1.0 1.2 19.4 2 4 .7 7.4 -33.3*
C lo th in g 10 8 3* 2 .6 2 .9 0.5 -1 .4 -5 3 .9 -2 0 .8 -59 .7*
O th er 189 184 180 2 7 .4 2 2 .9 2 4 .9 -1 6 .5 3 .8 -2 .6 -4 .0 *
Source: UCLAC, on the basis of figures supplied by the Central Reserve Bank of 11 Salvador. 
"Preliminary figures. Estimates based on the period January-August.
A s  r e g a r d s  p u b l ic - s e c to r  e m p lo y m e n t ,  t h e  c iv il  s e rv ic e  m a in t a i n e d  v i r tu a lly  t h e  s a m e  n u m b e r  o f  
j o b s  a s  b e f o r e ,  in  l in e  w i th  t h e  a u s te r i ty  p o l ic y  a p p ly in g  to  e x p e n d i t u r e  in  1 9 8 5 ; i t  s e e m s  t h a t  th e  
a u to n o m o u s  i n s t i t u t i o n s  m a y  h a v e  r e d u c e d  t h e i r  m a n p o w e r  r e q u i r e m e n t s ,  h o w e v e r ,  in  r e s p o n s e  to  
t h e  s lu m p  in  p h y s ic a l  i n v e s tm e n t .  A n o t h e r  f a c to r  w h o s e  m a c r o - e c o n o m ic  im p a c t  m u s t  n o t  b e  ig n o r e d  
is  e m p lo y m e n t  in  n a t io n a l  d e f e n c e  a n d  s e c u r i ty ,  in a s m u c h  a s  th e s e  a c t iv i t ie s  a re  e s t im a te d  to  h a v e  
p r o v id e d  j o b s  f o r  b e tw e e n  5 0  0 0 0  a n d  6 0  0 0 0  p e o p l e  in  1 985 .
3 . T h e  e x t e r n a l  s e c to r
a )  Introduction
T h e  a d v e r s e  c o n d i t i o n s  w h ic h  h a v e  a ffe c te d  E l  S a lv a d o r 's  e x t e r n a l  s e c to r  in  r e c e n t  y e a r s  g r e w  
w o r s e  in  1 9 8 5 . T h e  p r i c e s  o f  t h e  c o u n t r y 's  m a in  e x p o r t  p r o d u c t s  d e c l in e d  o n c e  a g a in ,  w h i le  d if f ic u lt ie s  
w e r e  a ls o  e n c o u n te r e d  in  d i s p o s in g  o f  la r g e r  v o lu m e s  o f  th e s e  p r o d u c t s  o n  in t e r n a t io n a l  m a r k e t s .  T h e  
c u r r e n t  v a lu e  o f  s a le s  t h e r e f o r e  s h o w e d  n o  g r o w th  in  1 9 8 5 . H o w e v e r ,  in c o m e  o n  th e  c a p i ta l  a c c o u n t  
w a s  e n o u g h  n o t  o n ly  to  o v e r c o m e  th e  c o n s t r a i n t s  o n  g r o w th  s t e m m i n g  f ro m  th e  s h o r t a g e  o f  f o r e ig n  
e x c h a n g e  b u t  a ls o  to  p e r m i t  a  m a jo r  in c r e a s e  in  i m p o r t s  to  b e  p r o g r a m m e d  in  b o th  19 8 4  a n d  1 9 8 5 , 
n o t w i t h s t a n d i n g  t h e  im b a la n c e s  t h i s  o c c a s io n e d  in  t h e  c o u n t r y 's  c u r r e n t  a c c o u n t.
A l th o u g h  E l  S a lv a d o r 's  t e r m s  o f  t r a d e  d e t e r i o r a t e d  to  a  s ig n i f ic a n t  d e g r e e  in  1985  ( 3 3 % ) ,  it 
m a n a g e d  to  e x p a n d  i t s  i m p o r t s  o f  g o o d s  f o r  t h e  s e c o n d  y e a r  in  a  r o w  ( s e e  ta b le  7 ) .
T h e  c o u n t r y 's  m o u n t i n g  in f lo w  o f  e x t e r n a l  r e s o u r c e s  w a s  l a r g e r  t h a n  i t s  1985  t r a d e  d e f ic i t  a n d  
a l lo w e d  i t  to  b u i ld  u p  U S $ 4 7 m i l l io n  in  i n t e r n a t io n a l  r e s e r v e s .  I n  a d d i t io n  to  e l i m i n a t i n g  th e  f in a n c ia l  
p r e s s u r e  o n  th e  c o u n t r y  to  c o n c lu d e  a n  e c o n o m ic  a d ju s tm e n t  p r o g r a m m e  w i th  t h e  I n t e r n a t i o n a l  
M o n e ta r y  F u n d ,  t h i s  a ls o  l e s s e n e d  i t s  n e e d s  to  c o n t r a c t  m a jo r  d e b t s  w i th  t h e  i n t e r n a t io n a l  b a n k in g  
s y s te m  a n d  a l lo w e d  i t  to  c o v e r  t h e  s e r v ic in g  o n  i t s  e x t e r n a l  d e b t .
T h is  t r e n d  in  t h e  c o u n t r y 's  i n t e r n a t io n a l  a c c o u n ts  d id  n o t ,  h o w e v e r ,  p r o m p t  i t  to  d e la y  in  
a d o p t in g  e x c h a n g e  m e a s u r e s  a im e d  a t  b a la n c in g  i ts  c u r r e n t  a c c o u n t. O n e  su c h  m e a s u r e  w h ic h  w a s
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t a k e n  m id w a y  t h r o u g h  t h e  y e a r  w a s  to  s p e e d  u p  t h e  t r a n s f e r  o f  im p o r t  a n d  e x p o r t  t r a n s a c t io n s  f ro m  
t h e  o ff ic ia l e x c h a n g e  r a t e  (2 .5  c o lo n e s  to  t h e  d o l la r )  to  t h e  p a r a l l e l  m a r k e t .  T h is  s t e p ,  w h ic h  a m o u n te d  
to  a  de facto  d e v a lu a t io n  o f  2 6 % ,  w a s  t a k e n  w i th  a  v ie w  to  s t im u la t in g  e x p o r t a b l e  p r o d u c t io n  a n d  
d o in g  a w a y  w i t h  t h e  u n d e r v a l u a t i o n  o f  i m p o r t s .3
b )  M erchandise trade
i)  Exports. T h e  v a lu e  o f  e x p o r t s  o f  g o o d s  a m o u n te d  to  U S $ 7 2 3  m i l l io n ,  w h ic h  r e p r e s e n t e d  n o  
in c r e a s e  o v e r  1 984 . S in c e  i n t e r n a t io n a l  p r ic e s  fe ll a n  a v e r a g e  o f  4 % ,  t h e  le v e l  o f  e a r n in g s  c o u ld  b e  
m a i n t a i n e d  o n ly  b y  in c r e a s in g  th e  v o lu m e  so ld . S a le s  to  t h e  C e n tr a l  A m e r ic a n  C o m m o n  M a r k e t  
c o n t in u e d  to  d e c l in e ,  w h e r e a s  s a le s  to  o t h e r  c o u n t r i e s  (w h ic h  a c c o u n te d  f o r  f o u r - f i f th s  o f  t h e  to ta l )  
r o s e  4 %  ( s e e  ta b le  8 ) .
T r a d i t i o n a l  e x p o r t s  in c r e a s e d  2 % . T h is  w a s  p r im a r i l y  d u e  to  d e f e r re d  s a le s  o f  c o t to n ,  s in c e  th e  
o t h e r  p r o d u c t s  s h o w e d  a  c o n s id e r a b le  d e c re a s e .  P r o v i s io n a l  e s t im a te s  in d ic a te  t h a t  f o r e ig n  s a le s  o f  
m a n u f a c tu r e s  fe ll s h a rp ly .  S a le s  o f  co ffe e , w h ic h  is  a  v i t a l  e x p o r t  p r o d u c t ,  r e m a in e d  a t a ro u n d  U S $ 4 5 0  
m i l l io n  ( i .e . ,  t w o - t h i r d s  o f  to t a l  e x p o r t s )  ( s e e  t a b le  8 ) . T h i s  w a s  t h e  r e s u l t  o f  t h e  g r a n t i n g  o f  a  s im i la r  
q u o ta  to  t h a t  o f  198 4  (2 .4  m i l l io n  6 0 - k g  b a g s )  a n d  th e  fa c t t h a t  p r i c e s  w e r e  s l ig h tly  lo w e r  t h a n  th e  y e a r  
b e fo re . N o n e t h e l e s s ,  c o n t in u e d  e f fo r ts  w e r e  m a d e  to  p la c e  l a r g e r  v o lu m e s  o n  o t h e r  m a r k e t s ,  w h e r e  
p r ic e s  w e r e  a p p r o x im a te ly  5 0 %  lo w e r  t h a n  o n  t h o s e  c o v e r e d  b y  th e  q u o ta .
A s  a lr e a d y  n o te d ,  c o t to n  e x p o r t s  j u m p e d  f ro m  U S $ 9  m i l l io n  in  1984  to  U S $ 2 9  m i l l io n  in  1 985 . 
T h is  u p s u r g e  w a s  d u e  to  t h e  sa le  o f  i n v e n to r ie s  t h a t  h a d  b e e n  h e ld  b a c k  f ro m  th e  1 9 8 3 /1 9 8 4  h a r v e s t ,  
in  a d d i t io n  to  t h e  sa le  o f  t h e  1 9 8 4 /1 9 8 5  h a r v e s t .  T h e  d o w n tu r n  in  p r ic e s  p e r s i s t e d  d u r in g  1985 a n d  
th i s ,  in  c o m b in a t io n  w i th  t h e  r i s e  in  p r o d u c t i o n  c o s ts ,  h a s  d e p r e s s e d  su p p ly  d e s p i te  g o v e r n m e n t  
in c e n t iv e s ,  s u c h  a s  t h e  m e a s u r e  p e r m i t t i n g  c o t to n  t r a n s a c t io n s  to  b e  c a r r ie d  o u t  o n  th e  p a r a l l e l  
e x c h a n g e  m a r k e t .
S u g a r  s a le s  t o ta l l e d  U S $ 2 3  m i l l io n  in  1 9 8 5 , w h ic h  w a s  U S $ 3  m i l l io n  le s s  t h a n  in  1984. T h e s e  
f ig u re s  w e r e  th e  o u tc o m e  o f  t h e  U n i t e d  S ta te s ' m a in t e n a n c e  o f  i ts  p u r c h a s in g  q u o ta  a t  7 5  0 0 0  s h o r t  
t o n s ,  a t  a  p r ic e  o f  U S $ 0 .2 0  p e r  p o u n d ,  a n d  o f  s o m e  s a le s  o n  o t h e r  m a r k e t s  w h e r e  p r ic e s  w e r e  g e n e ra l ly  
o n e - t h i r d  o f  t h a t  p a id  b y  th e  U n i t e d  S ta te s .
T h e  o u t lo o k  fo r  th i s  e x p o r t  i t e m  w a s  b le a k , a s  m e n t io n e d  p r e v io u s ly ,  b e c a u s e  o f  in c r e a s e d  
m a r k e t i n g  d if f ic u lt ie s .  A t  t h e  t im e  o f  w r i t in g ,  a  r e d u c t io n  o f  2 5  0 0 0  to n s  in  t h e  q u o ta  a s s ig n e d  b y  th e  
U n i t e d  S ta te s  f o r  1 9 8 6  w a s  e x p e c te d .  T h is  w o u ld  lo w e r  e a r n in g s ,  s in c e  in c r e a s e d  v o lu m e s  w o u ld  t h e n  
h a v e  to  b e  c h a n n e l l e d  to  t h e  f re e  m a r k e t .  F u r t h e r m o r e ,  i t  i s  t h o u g h t  t h a t  t h e  U n i t e d  S ta te s  q u o ta  m a y  
b e  p h a s e d  o u t  b y  th e  e n d  o f  t h e  d e c a d e .
S h r im p  s a le s ,  w h ic h  h a s  p r e v io u s ly  e x p e r ie n c e d  a  c o n s id e r a b le  u p t u r n ,  d e c l in e d  s u b s ta n t ia l ly  in  
1985 . T h is  w a s  d u e  to  t h e  r e d u c e d  c a tc h  r e s u l t i n g  f ro m  th e  la b o u r  p r o b l e m s  fa c e d  b y  th e  c o u n t r y 's  
l a r g e s t  s h r i m p  p r o d u c e r .
M a n u f a c tu r e s  s o ld  to  t h e  C e n t r a l  A m e r ic a n  C o m m o n  M a r k e t  a lso  s h o w e d  c o n s id e ra b le  
d e c r e a s e s ,  e s p e c ia l ly  in  t h e  c a se  o f  c h e m ic a ls  a n d  t e x t i l e s  ( s e e  ta b le  8 ).
i i)  Imports. In  c o n t r a s t  to  e x p o r t s ,  t h e  t r e n d  in  i m p o r t s  o f  g o o d s  h a s  b e e n  a  d y n a m ic  o n e  d u r in g  
th e  p a s t  t h r e e  y e a r s .  In  1985 th e  v a lu e  o f  f o r e ig n  p u r c h a s e s  r o s e  5 % , a f te r  h a v in g  a lre a d y  g r o w n 4 %  
a n d  1 0 % , r e s p e c t iv e ly ,  d u r in g  th e  tw o  p r e c e d in g  y e a r s .  T h e  c u r r e n t  v a lu e  o f  i m p o r t s  in  1985 
(U S $ 1  0 2 9  m i l l io n )  w a s  t h u s  s im i la r  to  t h e  1 9 7 9  le v e l. P r e l im in a r y  f ig u re s  in d ic a te  t h a t  p u r c h a s e s  
f ro m  o t h e r  c o u n t r i e s  in  t h e  C e n t r a l  A m e r ic a n  s u b r e g io n  d r o p p e d  s u b s ta n t ia l ly ,  w h e r e a s  p u r c h a s e s  
f ro m  th e  r e s t  o f  t h e  w o r ld  in c r e a s e d  a t  a  f a s t  p a c e  ( s e e  ta b le  9 ) .
A s  n o t e d  e a r l i e r ,  t h e  i n c r e a s e  in  e x t e r n a l  p u r c h a s e s  s t e m m e d  f ro m  th e  p o s i t i v e  in f lo w  o f  
r e s o u r c e s  o n  th e  c a p i ta l  a c c o u n t  a n d  th e  g r a n t i n g  o f  c r e d i t  f a c i l i t ie s  f o r  t h e  p u r c h a s e  o f  sp e c if ic  g o o d s . 
T h e  f a s t e s t - g r o w in g  i t e m s  w e r e  i n t e r m e d ia t e  p r o d u c t s ,  w h ic h  e x p a n d e d  b y  6 %  to  U S $ 6 0 0  m i l l io n  in  
198 5 . A n  i m p o r t a n t  f a c to r  in  t h i s  r e g a r d  w a s  t h e  p u r c h a s e  o f  i n d u s t r i a l  i n p u t s  ( f u r th e r e d  b y  th e  
I n d u s t r i a l  R e c o v e ry  F u n d ,  w h ic h  w a s  c r e a te d  w i th  r e s o u r c e s  p r o v id e d  b y  th e  I n t e r - A m e r i c a n  D e v e l ­
o p m e n t  B a n k  - 1DB) f o r  a g r ic u l tu r e  a n d  c o n s t r u c t io n .
I n  k e e p in g  w i th  t h e  s a m e  t r e n d ,  i m p o r t s  o f  c a p i ta l  g o o d s  g r e w  b y  3 %  in  1 9 8 5 , t h o u g h  th i s  w a s  
s lo w e r  t h a n  in  198 4  ( 2 7 % ) ,  w h e n  a  l a r g e  v o lu m e  o f  e q u i p m e n t  w a s  r e p la c e d ,  p a r t i c u la r ly  in  th e  *




EL SALVADOR: IMPORTS OF GOODS, CIF
M illio n s o f  do llars
P e rc e n ta g e
b reak d o w n G ro w th  ra tes
1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985"
T o ta l 891 977 1 029 100.0 100.0 100.0 -1 3 .0 4 .0 9.6 5.2
F ro m  C e n tra l A m e ric a 234 255 234 22.9 33.3 22.7 -14.4 -10.4 8.8 -8.4
F ro m  re s t o f  w orld 657 722 795 77.1 66.7 77.3 -12.3 10.4 9.9 10.0
C o n s u m e r  g o o d s 263 276 292 24 .6 31.9 28 .4 -13.5 0.6 5.1 5.6
D u ra b le s 29 38 38 20.4 3.5 3.7 -0.3 10.8 31.9 0.8
N o n -d u ra b le s 234 239 254 4.2 28.4 24.7 -14.8 -0.6 1.8 6.3
R a w  m a te r ia ls  a n d
in te rm e d ia te  p ro d u c ts 524 569 600 50.7 56.6 58.3 -10 .8 3.4 8.5 5.5
P e tro le u m  and fuels 127 130 125 7.7 15.7 12.1 -9 .9 -5.7 2.9 -3.9
C o n s tru c tio n  m ate ria ls 51 51 54 6.1 5 9 5.3 -23.0 12.3 -1.5 7.1
O th e r 346 388 421 36.9 35.0 40 .9 -9.2 5.9 10.7 8.9
C a p ita l  g o o d s 104 132 137 25.7 11.6 13.3 -13.1 4 .6 26 .9 3.3
M a n u fac tu rin g 38 43 49 9 3 4.7 4.7 -17.8 17.0 13.0 14.9
T ra n s p o r t 35 53 42 7.8 3.5 4.0 -11.0 -7.3 54.2 -21.9
A g ric u ltu re 10 13 20 2.7 0.8 1.9 -11.0 45.3 31.6 53.5
C o n s tru c tio n 6 5 5 2.9 1.3 0.5 -2.4 -31.3 -6.5 4 .6
O th e r 16 18 21 2.9 1.4 2.0 -13.6 8.2 10.0 15.3
Source: ECLAC, on the basis of official figures. 
"Preliminary figures.
t r a n s p o r t  s e c to r .  E v e n  so , c a p i t a l  g o o d s  i m p o r t e d  b y  t h e  m a n u f a c tu r in g  a n d  a g r ic u l tu r a l  s e c to r s  
i n c r e a s e d  f o r  t h e  s e c o n d  c o n s e c u t iv e  y e a r  ( se e  t a b le  9 ).
D e s p i t e  t h e  e x i s te n c e  o f  a  s y s te m  o f  p r i o r i t i e s  a n d  c o n t r o l s  f o r  t h e  a l lo c a t io n  o f  f o r e ig n  
e x c h a n g e ,  t h i s  w a s  n o  o b s ta c le  to  t h e  e x p a n s io n  o f  im p o r t s  o f  c o n s u m e r  d u r a b le s  su c h  a s  a u to m o b i le s  
a n d  h o m e  a p p l i a n c e s ,  w h ic h ,  a l t h o u g h  r e p r e s e n t i n g  o n ly  a  s m a ll  f r a c t io n  o f  to t a l  f o r e ig n  p u r c h a s e s ,  
h a v e  g r o w n  d u r in g  t h e  p a s t  t h r e e  y e a r s .  T h e  in c r e a s e d  s u p p ly  o f  th i s  ty p e  o f  p r o d u c t  g a v e  a  b o o s t  to  
d o m e s t i c  c o m m e r c e  s e r v in g  m id d le -  a n d  h i g h - in c o m e  g r o u p s .
N o n - d u r a b l e  c o n s u m e r  g o o d s  s h o w e d  s ig n i f ic a n t  g r o w th  in  1985 a s  a  r e s u l t  o f  t h e  d r o p  in  t h e  
p r o d u c t i o n  o f  b a s ic  g r a in s ,  a l t h o u g h  i t  s h o u ld  a lso  b e  n o te d  t h a t  s o m e  o f  t h e s e  p r o d u c t s  w e r e  
p u r c h a s e d  in  t h e  U n i t e d  S ta te s  u n d e r  i t s  e c o n o m ic  a s s is ta n c e  p r o g r a m m e  ( a t  s u b s id iz e d  p r ic e s  a n d  
w i th  so f t lo a n s )  o r  w e r e  r e c e iv e d  a s  d o n a t i o n s ,  a s  in  t h e  c a s e  o f  w h e a t .
i ii)  Terms o f  trade and the purchasing pow er o f  exports. T h e  t e r m s  o f  t r a d e  (g o o d s )  s h o w e d  a  
d e t e r i o r a t i o n  o f  3 -3 %  in  1985 . T h is  w a s  m a in ly  d u e  to  t h e  d e c r e a s e  in  t h e  a v e r a g e  p r ic e s  b r o u g h t  b y  
e x p o r t s  o f  g o o d s  ( - 4 .5 % ) ,  in a s m u c h  a s  im p o r t  p r i c e s  r o s e  o n ly  1%  ( s e e  t a b le  7 ) .
T h u s ,  in  1985  t h e  p r ic e s  b r o u g h t  b y  E l  S a lv a d o r 's  m a in  e x p o r t  p r o d u c t s  (c o ffe e , s u g a r  a n d  
c o t to n )  o n  i n t e r n a t io n a l  m a r k e t s  r e m a in e d  d e p r e s s e d .
T h e  in c r e a s e  in  t h e  v o lu m e  o f  g o o d s  so ld  ( 4 % )  o f fs e t  o n ly  p a r t  o f  th e  d e c l in e  in  t h e  t e r m s  o f  
t r a d e ,  a n d  th e  p u r c h a s i n g  p o w e r  o f  e x p o r t s  th e r e f o r e  s t a g n a t e d  in  1985  a n d  w a s  3 0 %  le s s  t h a n  i t  h a d  
b e e n  in  1980 .
c )  Services trade and factor payments
T h e  e c o n o m ic  r e c o v e ry  a n d  th e  r e la t iv e ly  a d e q u a te  a v a i la b i l i ty  o f  f o r e ig n  e x c h a n g e  d u r in g  th e  
p a s t  tw o  y e a r s  h a v e  a ls o  m a d e  i t  p o s s ib le  to  f in a n c e  a  l a r g e r  d e f ic i t  o n  t h e  r e a l  s e rv ic e s  a c c o u n t. I n  




EL SALVADOR: BALANCE OF PAYMENTS
1979 1980 1981 1982 1983 1984 1985”
B a la n ce  o n  c u r r e n t  a c c o u n t 15 -1 -272 -271 -256 -313 -341
T ra d e  balance 10 45 -237 -218 -187 -328 -367
E x p o rts  o f  goods a n d  se rv ices 1 266 1 215 924 822 873 862 866
G oods FO B 1 132 1 075 798 704 735 726 723
R e a l se rv ices 133 140 126 118 138 136 143
T ra n s p o r t  an d  in su ran ce 24 25 20 23 30 30 31
T ra v e l 25 13 14 20 24 26 28
Im p o r ts  o f  goods an d  se rv ices 1 255 1 170 1 161 1 041 1 061 1 190 1 233
G oods FO B 955 897 898 826 831 905 954
R e a l se rv ices 301 273 263 215 230 285 279
T ra n s p o r t  a n d  in su ran ce 107 84 113 72 81 94 95
T ra v e l 117 106 69 60 74 74 73
F a c to r  se rv ices -40 -63 -74 -105 -121 -116 -120
P ro fits -45 -41 -40 -45 -36 -78 -59
I n te re s t  rece ived 40 18 13 14 13 20 18
In te re s t  p a id -72 -72 -73 -98 -107 -105 -109
O th e r 37 31 26 24 10 47 30
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts 45 17 39 52 53 131 146
B a lan ce  o n  c a p ita l a c c o u n t -149 -74 223 242 2 8 0 320 388
U n re q u ite d  official t ra n s fe r  p a y m e n ts 6 31 21 119 191 196 222
L o n g -te rm  cap ita l 78 174 231 255 329 69 92
D ire c t in v e s tm e n t (n e t) -10 6 -6 -1 28 - -
P o rtfo lio  in v e s tm e n t (n e t) -6 -1 - -1 - - -
O th e r  lo n g - te rm  cap ita l 94 169 236 257 301 69 92
O fficial s e c to rc 83 167 236 251 296 69 92
L o an s  received 100 201 310 358 438 265 300
A m o rtiz a tio n  p a y m e n ts -16 -29 -69 -87 -141 -196 -208
C o m m erc ia l b a n k s c - 3 - - - 1 •>
L o an s  received - 4 - 1 -
A m o rtiz a tio n  p a y m e n ts - -1 - -1 -1
O th e r  s e c to rs c 11 -1 6 6
L o an s  received 22 36 28 36 28
A m o rtiz a tio n  p a y m e n ts -11 -37 -28 -30 -22 > 55 74
S h o rt- te rm  cap ita l (n e t) -127 38 76 -36 -215
O fficial sec to r -15 194 96 -65 -121
C o m m erc ia l b an k s -2 -67 -11 29 -33
O th e r  se c to rs -110 -89 -10 - -61
E rro rs  an d  o m iss io n s  (n e t) -106 -317 -105 -95 -26 J
G lo b a l b a la n c e -134 -75 -49 -29 24 7 47
T o ta l v a r ia tio n  in  re se rv es
(- s ig n  in d ica tes  a n  in crease ) 128 69 43 27 -39 -19 -30
M o n e ta ry  gold - - - - 2 - -
Special D ra w in g  R ig h ts -7 17 - -2 2 - -
IM F  re se rv e  p o s itio n - 11 - - - - -
F o re ig n  ex ch an g e  asse ts 135 34 6 -35 -53 -6 -14
O th e r  asse ts - - - - - - -
U se  m a d e  o f  IM F  c red it - 7 37 64 11 -13 -17
Source: 1979-1984: International Monetary Fund. Balance o f  Payments Yearbook, March 1986; 1985: ECLAC, on the basis of official data.
” Preliminary figures. Real services include other official and private transactions, but exclude factor services. ’ In addition to loans
received and amortization payments made, this entry includes net loans granted and other assets and liabilities. The global balance
represents the sum of the balance on current account plus the balance on capital account. The difference between the total variation in reserves 
(of opposite sign) and the global balance represents the value of counterpart entries: monetization of gold, allocation of Special Drawing 




EL SALVADOR: EXTERNAL INDEBTEDNESS INDICATORS
1980 1981 1982 1983 1984 1985'
M ill io n s  o f  d o lla rs
T o ta l  e x te rn a l  d e b t"
B a la n ces
B y in s titu tio n s  sector 
P u b lic
C e n tra l R e se rv e  B ank  o f  
E l S alvador
C e n tra l g o v e rn m e n t and 
au to n o m o u s in s titu tio n s  
P riv a te  
B y te rm
M ed iu m - and lo n g -te rm  
P ublic  
P riv a te  
S h o rt- te rm  
P ub lic  
P riv a te
D is b u rs e m e n ts
P ub lic
C en tra l R e se rv e  B ank  o f  
El S alvador
C e n tra l g o v e rn m e n t and 
a u to n o m o u s in s titu tio n s  
P riv a te
S e rv ic in g
A m o rtiz a tio n  p ay m en ts  
In te re s t  p ay m en ts
T ota l e x te rn a l d e b t /e x p o r ts  o f  
goods and services 
S e rv ic in g /e x p o rts  o f  goods 
and  serv ices
In te re s t  p a y m e n ts /e x p o rts  o f  
g o ods and services 
S e rv ic in g /d isb u rse m e n ts
1 176 1 471 1 710





762 1 019 1 309
134
267







P e rc e n ta g e s




1 891 1 9 4 9 2  003
1 706 1 764 1 829
711 678 612
995 1 086 1 217
184 185 174
1 733 1 807 1 895

















S o u r c e :  l i C I .A C ,  o n  c h c  b as is  o f  o f f ic ia l  f ig u r e s .
" P r e l im in a r y  f ig u r e s .  Y e j r - e n t l  b a la n c e s  o f  d is b u rs e d 1 d c b l .  ’ l : s n m a tc s .
w e r e  a  g o o d  d e a l  g r e a t e r  t h a n  t h e  in c o m e  r e c e iv e d  u n d e r  t h e  s a m e  h e a d in g s ,  l e a v in g  a  d e f ic i t  o f  
U S $ 1 3 6  m i l l io n  ( s e e  ta b le  10).
I n  a d d i t io n  to  t h e  r e a l  s e rv ic e s  b a la n c e ,  p a y m e n t s  to  e x t e r n a l  f a c to r s  a m o u n te d  to  U S $ 1 2 0  
m i l l io n ,  o f  w h ic h  U S $ 1 0 9  m i l l io n  w a s  a c c o u n te d  f o r  b y  i n t e r e s t  p a y m e n t s  o n  th e  e x t e r n a l  d e b t .  T o ta l  
p a y m e n t s  f o r  s e rv ic e s  t h e r e f o r e  a m o u n te d  to  U S $ 2 5 6  m i l l io n .
d )  The current account position and its financing
In  198 5  E l S a lv a d o r 's  b a la n c e  o f  p a y m e n t s  o n c e  a g a in  r e f le c te d  t h e  s p e c ia l  c o n d i t io n s  g o v e r n in g  
i t s  r e l a t i o n s  w i t h  o t h e r  c o u n t r i e s .  T h e  f lo w  o f  u n r e q u i t e d  f i n a n c in g  h a s  g iv e n  t h e  m o n e ta r y  
a u th o r i t i e s  a  c e r t a in  a m o u n t  o f  le e w a y  w i th  r e s p e c t  to  f in a n c ia l  p r o g r a m m i n g .
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T h e  t r a d e  b a la n c e  r o s e  to  U S $ 3 6 7  m i l l io n ,  w h ic h  w a s  U S $ 4 0  m i l l io n  m o r e  t h a n  in  1984 . F o r  its  
p a r t ,  t h e  d e f ic i t  o n  c u r r e n t  a c c o u n t  w a s  s o m e w h a t  s m a l le r  d u e  to  t h e  e f fe c t o f  u n r e q u i t e d  p r i v a t e  
t r a n s f e r  p a y m e n t s ,  b u t  i t  n e v e r th e l e s s  r e p r e s e n t e d  n e a r ly  4 0 %  o f  t h e  v a lu e  o f  to t a l  e x p o r t s  in  1 9 8 5 , a s  
c o m p a r e d  to  2 9 %  in  1983  a n d  3 6 %  in  1 9 8 4  ( s e e  t a b le  10).
T h is  im b a la n c e ,  a l t h o u g h  c e r ta in ly  w o r r i s o m e ,  w a s  m o r e  t h a n  o f fs e t  b y  n e t  in f lo w s  o f  c a p i t a l  in  
t h e  a m o u n t  o f  U S $ 3 9 0  m i l l io n ,  w h ic h  m a d e  i t  p o s s ib le  to  in c r e a s e  t h e  i n t e r n a t io n a l  r e s e r v e s  h e ld  b y  
t h e  C e n t r a l  b a n k  to  U S $ 4 7  m i l l io n .  D u r i n g  t h e  p a s t  fo u r  y e a r s  u n r e q u i t e d  o ff ic ia l t r a n s f e r  p a y m e n t s  
h a v e  a c c o u n te d  f o r  a  l a r g e  p e r c e n ta g e  o f  n e t  c a p i t a l  in f lo w s . I n  1985  th e y  c a m e  to  U S $ 2 2 2  m i l l io n  
( 5 7 %  o f  su c h  in f lo w s )  a n d  h e lp e d  to  a v e r t  t h e  n e e d  to  c o n t r a c t  lo a n s  w i th  t h e  i n t e r n a t io n a l  b a n k in g  
s y s te m  o r  to  c o n c lu d e  a n  e c o n o m ic  a d ju s tm e n t  a g r e e m e n t  w i th  t h e  I n t e r n a t i o n a l  M o n e ta r y  F u n d .
A l th o u g h  th e  p u b l ic  s e c to r  r a i s e d  t h e  s u p p ly  o f  n e t  m e d iu m -  a n d  lo n g - te r m  e x te r n a l  c r e d i t  f ro m  
U S $ 9 2  m i l l io n  in  1 9 8 4  to  U S $ 1 3 1  m i l l io n  in  1 9 8 5 , t h e  le v e l  o f  su c h  c r e d i t  w a s  s t i l l  f a r  b e lo w  w h a t  it 
h a d  b e e n  in  e a r l i e r  y e a r s .  T h e  d i s b u r s e m e n t s  w e r e  m o r e  t h a n  e n o u g h  to  p a y  t h e  s e rv ic e  o n  th e  
e x t e r n a l  d e b t  a n d ,  in d e e d ,  t h e  a m o u n t  o f  d e b t  a m o r t iz e d  b y  th e  C e n t r a l  B a n k  w a s  g r e a t e r  t h a n  th e  
a m o u n t  r e c e iv e d .
T h e  p r i v a t e  c a p i ta l  b a la n c e  a n d  th e  e r r o r s  a n d  o m is s io n s  e n t r y  a r e  b e l ie v e d  to  h a v e  r e g i s t e r e d  
p o s i t i v e  f lo w s  w h ic h ,  a l t h o u g h  m o d e s t ,  r e p r e s e n t e d  a  r e v e r s a l  o f  t h e  t r e n d s  o b s e r v e d  s in c e  t h e  la te  
1 9 7 0 s ( s e e  ta b le  10).
e )  External indebtedness
N o n - t r a d i t i o n a l  f in a n c ia l  f lo w s  h e lp e d  to  s lo w  d o w n  t h e  g r o w th  o f  t h e  c o u n t r y 's  e x t e r n a l  
i n d e b te d n e s s .  T h e  e x t e r n a l  d e b t  r e a c h e d  a  to t a l  o f  U S $ 2  0 0 3  m i l l io n ,  w h ic h  w a s  a n  in c r e a s e  o f  o n ly  
3 %  o v e r  i t s  1 9 8 4  le v e l .  T h e  c o e f f ic ie n t  t r a d i t i o n a l ly  u s e d  to  in d ic a te  t h e  m a g n i tu d e  o f  e x t e r n a l  
i n d e b te d n e s s  i n c r e a s e d  o n ly  m a r g in a l ly  to  2 3 2 %  ( s e e  ta b le  11). A s  r e g a r d s  t h e  c o m p o s i t i o n  o f  t h e  
d e b t ,  t h e  n e t  in c r e a s e  o f  U S $ 5 4  m i l l io n  in  1985  c o r r e s p o n d e d  to  t h e  g r o w th  o f  t h e  m e d iu m -  a n d  
l o n g - te r m  b a la n c e s  o w e d  b y  th e  c e n t r a l  g o v e r n m e n t  a n d  a u to n o m o u s  i n s t i t u t i o n s ,  s in c e  t h e  le v e ls  o f  
i n d e b te d n e s s  o f  t h e  C e n t r a l  B a n k  a n d  th e  p r i v a t e  s e c to r  w e n t  d o w n . F o l lo w in g  th e  s u b s ta n t i a l  
r e d u c t io n  r e g i s t e r e d  in  1 9 8 3 , s h o r t - t e r m  in d e b te d n e s s  c o n t in u e d  to  d r o p ,  r e a c h in g  a  le v e l  o f  o n ly  
U S $ 1 0 8  m i l l io n  ( i .e ., 5 %  o f  t h e  to t a l  d e b t ) .
T h e  c o u n t r y  h a d  n o  d if f ic u lty  in  p a y in g  t h e  s e rv ic e  o n  i ts  d e b t ,  a s  d e m o n s t r a t e d  b y  th e  f a c t  t h a t  
d i s b u r s e m e n t s  w e r e  le s s  t h a n  p a y m e n t s .  N e w  lo a n s  a m o u n te d  to  U S $ 4 3 6  m i l l io n ,  w h ic h  p a y m e n t s  o f  
i n t e r e s t  a n d  p r i n c i p a l  t o ta l l e d  U S $ 4 9 1  m i l l io n  ( r e p r e s e n t i n g  5 7 %  o f  t h e  v a lu e  o f  to ta l  e x p o r t s ) ;  
n e a r ly  f o u r - f i f th s  o f  th i s  a m o u n t  c o r r e s p o n d e d  to  p a y m e n t s  o f  p r in c ip a l ,  w i th  t h e  r e s t  g o in g  fo r  
i n t e r e s t  p a y m e n t s .
4 . P r i c e s  a n d  w a g e s
a )  Prices
O n e  o f  t h e  m a c r o e c o n o m ic  f a c to r s  w h ic h  t e n d e d  to  g e t  o u t  o f  b a la n c e  d u r in g  1985 w a s  d o m e s t ic  
p r ic e s .  C o n s u m e r  p r i c e s  r o s e  b y  2 2 % :  d o u b le  t h e  19 8 4  f ig u re ,  w h i le  t h e  r a t e  o f  in c r e a s e  o f  w h o le s a le  
p r ic e s ,  t h o u g h  s l ig h t ly  lo w e r  ( 1 8 .3 % )  w a s  s t i l l  tw o  a n d  o n e - h a l f  t im e s  h i g h e r  t h a n  in  1 9 8 4  ( s e e  
t a b l e  12 a n d  f ig u re  2 ) . T h e  r i s e  in  c o n s u m e r  p r ic e s  w a s  m o s t  r a p id  d u r in g  th e  s e c o n d  h a l f  o f  1 9 8 5 , 
w h e r e a s  t h e  i n c r e a s e  in  w h o le s a l e  p r ic e s  w a s  f a s te r  d u r in g  th e  f i r s t  h a l f  o f  t h e  y e a r .
T h e  e x c h a n g e  m e a s u r e s  a d o p te d  s in c e  t h e  e n d  o f  1 9 8 4  w e r e  p r o b a b ly  t h e  m a in  f a c to r  w h ic h  
p u s h e d  u p  p r ic e s .  I n  m i d - 1 9 8 5  a  s ig n i f ic a n t  p a r t  o f  t h e  t r a n s a c t io n s  c o r r e s p o n d in g  to  im p o r t s  o f  
g o o d s  w e r e  t r a n s f e r r e d  to  t h e  p a r a l l e l  e x c h a n g e  m a r k e t ,  w h ic h  th u s  b e c a m e  t h e  m a r k e t  u s e d  f o r  6 0 %  
o f  m e r c h a n d i s e  i m p o r t s  in  t e r m s  o f  v a lu e . A l th o u g h  t h e  e x c h a n g e  r a te  o f  2 .5  c o lo n e s  to  t h e  d o l l a r  w a s  
s t i l l  a p p l ie d  to  s t r a t e g i c  i n p u t s  ( a g r ic u l tu r a l  p r o d u c t s ,  fu e ls  a n d  s o m e  fo o d s tu f f s ) ,  t h e  fa c t t h a t  th i s  
r a t e  w a s  n o t  a p p l ie d  to  o t h e r  i n p u t s  h a d  a  s t r o n g  im p a c t  o n  p r ic e s .
O th e r  p h e n o m e n a  w h ic h  a ls o  g a v e  a d d e d  m o m e n t u m  to  in f la t io n  w e r e  s o m e  d e g r e e  o f  
s p e c u la t io n  in  t h e  d i s t r i b u t i o n  a n d  m a r k e t i n g  o f  m e r c h a n d i s e  a n d  a  s h a r p  i n c r e a s e  ( e s p e c ia lly  d u r in g  
th e  s e c o n d  h a l f  o f  t h e  y e a r )  in  t h e  v a lu e  o f  f o r e ig n  e x c h a n g e  o n  n o n - b a n k  m a r k e t s  p r o v i d in g  fu n d s  f o r  
t h e  i m p o r t s  o f  t h e  c o m m e r c e  s e c to r .  T h e  h ig h  le v e l  o f  l iq u id i ty  ( w h ic h  g a v e  r i s e  to  a  s u p p ly  o f  e a s i ly  
a c c e s s ib le  c r e d i t )  a n d  t h e  f a c t  t h a t  t h e  i n t e r e s t  r a t e  w a s  n e g a t iv e  in  r e a l  t e r m s  w e r e  s e c o n d a ry  c a u s e s  




EL SALVADOR: DOMESTIC PRICES
1980 1981 1982 1983 1984 1985
V a r i a t i o n  f r o m D e c e m b e r to  D e c e m b e r
C o n s u m e r  p ric e  in d e x " 18.6 11.6 13.4 14.8 9.8 30.8
F o o d 22.5 14.4 11.0 17.9 10.6 27 .5 ''
W h o le s a le  p r ic e  in d e x ' 16.7 10.0 9.2 8.0 14.0 18.3'
Im p o r te d  g o o d s 12.1 7.3 12.7 3.7 14.2 25 .1 ''
D o m e s t ic  g o o d s 24.0 14.8 7.6 12.2 7.1 7.7*
V a r i a t i o n b e tw e e n  a n n u a l a v e r a g e s
C o n s u m e r  p r ic e  in d ex 17.4 14.7 11.7 13.1 11.7 22.1
F o o d 19.7 17.7 10.6 13.4 14.1 17.9'
W h o le s a le  p r ic e  in d ex 18.3 12.5 8.4 8.0 7.1 18.3''
Im p o r te d  g o o d s 17.3 8.1 12.0 5.4 5.0 23.5'
D o m e s t ic  g o o d s 23.5 18.4 7.4 10.5 6.8 8 .5 '
Source: liQ.AC, on the basis of official figures.
"Base: December 1978 = 100. ''Variation from November to November. ' Base: January 1978 = 100 (does not include coffee).
T ab le  13 
E L  S A L V A D O R : W A G E S
Indexes (1970 = 100) G row th rates
1980 1981 1982 1983 1984 1985 1980 1981 1982 1983 1984 1985
N o m in a l m in im u m  w ages
A gricultural w orkers 231.1 231.1 231.1 231.1 231.1 231.1 12.1 - - -
H arvesting
Coffee 527.7 527.7 527.7 527.7 527.7 527.7 393 - - - - -
Sugar cane 3-48.5 425.9 425.9 •125.9 425.9 425.9 60.1 22.2 - - -
Cotton 295.3 •113.3 413.3 413.3 413.3 413.3 22.9 28.0 - - - -
Seasonal crop-farm ing 
industries
Coffee processing 560.0 560.0 560.0 560.0 560.0 560.0 953 - - - - -
Sugar refining 320.0 320.0 320.0 320.0 320.0 320.0 29.7 - - - -
C otton processing 320.0 320.0 320.0 320.0 320.0 320.0 251 - - - - -
O ther activities in 
San Salvador
Industry and services 309.6 343.8 34.3.8 343.8 385.3 •106.2 34.7 6.5 - 12.1 5.4
C om m erce 295.2 314.3 314.3 314.3 352.3 371.4 30.0 6.5 - - 12.1 5.4
M in im u m  real w ages
A gricultural w orkers 79.6 71.3 62.9 54.8 49.9 38.2 -5.6 -10.4 -11.8 -12.9 -8.9 -23.6
H arvesting
Coffee- 181.8 162.9 143.7 125.1 114.0 87.1 17.4 -10.4 -11.8 -12.9 -8.9 -23.6
Sugar cane 120.0 1.31.5 115.9 101.0 92.0 70..3 34.8 9.6 -11.8 -12.9 -8.9 -23.6
Cotton 101.8 127.6 112.5 98.0 89.3 68.2 5.4 25.3 -11.8 -12.9 -8.9 -23.6
Seasonal crop-farm ing 
industries
Coffee processing 193.0 172.9 152.5 132.8 121.0 92.5 64.7 -10.4 -11.8 -12.9 -8.9 -2.36
Sugar refining 110.3 98.8 87.1 75.9 69.1 52.8 9.3 -10.4 -11.8 -12.9 -8.9 -2.3.6
C otton  processing 110.3 98.8 87.1 75.9 69.1 52.8 5.4 -10.4 -11.8 -12.9 -8.9 -23.6
O ther activities in 
San Salvador
Industry and services 106.7 106.1 9.3.6 81.5 8.3.2 67.1 9.0 -0.6 -11.8 -12.9 2.1 -19.4
Com m erce 101.7 97.0 85.6 74.5 76.1 61.3 9.6 -4.6 -11.8 -12.9 2.1 -19.4
Source: 1-C1.AC, on the basis of official figures.
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b )  Wages
N o m i n a l  m i n i m u m  w a g e s  r e m a in e d  u n c h a n g e d  in  1 9 8 5 , w i th  t h e  r e s u l t  t h a t  r e a l  w a g e s ,  w h ic h  
h a v e  b e e n  d e c l in in g  s in c e  t h e  b e g in n in g  o f  th e  1 9 8 0 s , c o n t in u e d  to  d e t e r io r a t e .  B a s e d  o n  t r e n d s  in  t h e  
l e g a l ly - e s ta b l i s h e d  m i n i m u m  w a g e s ,  i t  i s  e s t im a t e d  t h a t  r e a l  w a g e s  h a v e  p r o b a b ly  fa l le n  b y  a s  m u c h  a s  
4 5 % - 5 0 %  o v e r  t h e  p e r i o d  b e t w e e n  1 9 8 0  a n d  1 9 8 5 . T h e  d r o p  in  t h e  p u r c h a s in g  p o w e r  o f  e a r n in g s  
f ro m  u r b a n  e m p l o y m e n t  w a s  s m a l le r  d u e  to  t h e  w a g e  in c r e a s e s  a u th o r i z e d  in  1981 a n d  198 4  ( s e e  
t a b le  13).
D u r i n g  th e  s e c o n d  h a l f  o f  1985  t h i s  s i t u a t io n  g a v e  r i s e  to  la b o u r  u n r e s t ,  e s p e c ia l ly  in  t h e  p u b l ic  
s e c to r ,  w h o s e  m a in  d e m a n d s  w e r e  fo r  w a g e  a d ju s tm e n ts .  A p p r o x im a te ly  4 0 %  o f  a ll p u b l ic  e m p lo y e e s  
p a r t i c i p a t e d  in  s t r i k e s ,  w i t h  t h e  r e s u l t  t h a t  c iv il  s e r v a n t s  w e r e  a w a r d e d  a  s p e c ia l  in c r e a s e  o f  150 
c o lo n e s  in  D e c e m b e r  a s  p a r t  o f  t h e i r  y e a r - e n d  b o n u s e s  a n d  a  1 7 %  r is e ,  in  n o m in a l  t e r m s ,  b e g i n n i n g  in  
F e b r u a ry  19 8 6  f o r  t h o s e  e a r n i n g  le s s  t h a n  1 5 0 0  c o lo n e s  p e r  m o n th .
F ig u re  2




T h e s e  in c r e a s e s  w e r e  p a r t  o f  a  p a c k a g e  o f  w a g e  a n d  sa la ry  m e a s u r e s  w h ic h  a ls o  in c lu d e d  
s u b s ta n t i a l  r a i s e s  f o r  f a rm  w o r k e r s  ( 7 4 %  f o r  m e n  a n d  5 4 %  f o r  w o m e n )  a n d  fo r  w o r k e r s  in  c o m m e r c e  
a n d  in d u s t r y  in  S a n  S a lv a d o r  ( 1 5 % )  a n d  in  t h e  r e s t  o f  t h e  c o u n try  ( 1 8 % ) .  A s  p a r t  o f  a  p o lic y  a im e d  a t 
r e s t o r i n g  t h e  le v e l  o f  w a g e s ,  t h e  g o v e r n m e n t  s u g g e s te d  t h a t  t h e  p r i v a t e  s e c to r  s h o u ld  g r a n t  in c r e a s e s  
o f  b e tw e e n  1 0 %  a n d  1 5 %  fo r  t h o s e  w h o s e  e a r n in g s  w e r e  a b o v e  t h e  le g a l  m i n im u m  w a g e .
In  s u m m a r y ,  n o  c h a n g e  w a s  o b s e r v e d  in  n o m in a l  w a g e s  in  1 9 8 5 , in  s o m e  c a s e s  f o r  t h e  f if th  y e a r  
r u n n in g .  T h is  m e a n t  t h a t  w o r k e r s ' p u r c h a s in g  p o w e r  d r o p p e d  a p p r o x im a te ly  2 3 % .
5. M o n e t a r y  a n d  f is c a l  p o l i c y
a )  Public finances
P u b l ic  f in a n c e s  c o n t in u e d  to  b e  g o v e r n e d  b y  a  p o lic y  a im e d  a t  d o in g  a w a y  w i th  th e  im b a la n c e s  
i n h e r i t e d  f ro m  t h e  p a s t .  T h e  n o ta b l e  in c r e a s e  in  f isc a l r e v e n u e s  a c h ie v e d  in  1985 w a s  g r e a t e r  t h a n  th e  
r i s e  in  e x p e n d i t u r e s ;  a s  a  r e s u l t ,  t h e  f isc a l d e f ic i t  d e c r e a s e d  f o r  t h e  s e c o n d  y e a r  in  a  r o w ,  d r o p p i n g  to  
6 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  a n d  3 3 %  o f  to ta l  e x p e n d i tu r e ,  w h ic h  r e p r e s e n t e d  a  c o n s id e r a b le  
im p r o v e m e n t  o v e r  t h e  c o e f f ic ie n ts  o f  1 4 .6 %  a n d  5 3 .8 % ,  r e s p e c t iv e ly ,  r e c o r d e d  in  19 8 3  ( s e e  ta b le  14). 
T h e s e  r e s u l t s  w e r e ,  o n c e  a g a in ,  in f lu e n c e d  b y  tw o  o p p o s in g  p h e n o m e n a :  t h e  c o s t  o f  t h e  a r m e d  c o n f l ic t  
a n d  th e  d i r e c t  e c o n o m ic  a s s is ta n c e  r e c e iv e d  f ro m  th e  U n i t e d  S ta te s .
T h e  d r iv e  to  r a i s e  t a x  r e c e ip t s  w h ic h  h a d  b e e n  b e g u n  tw o  y e a r s  b e f o re  w a s  c o n t in u e d  in  1 9 8 5 . I n  
c o n s e q u e n c e ,  c u r r e n t  in c o m e  c l im b e d  s te a d i ly  ( 2 3 % ) .  I n d i r e c t  ta x e s  o n  d o m e s t ic  t r a n s a c t io n s ,  w i th  a n  
in c r e a s e  o f  2 4 % ,  y ie ld e d  th e  g r e a t e s t  r e t u r n s .  O n e  c o n t r ib u t in g  f a c to r  in  t h i s  w a s  t h e  r a i s in g  o f  th e  
s t a m p  ta x  a n d  i t s  s t a n d a r d i z a t io n  a t  a  r a t e  o f  5 % . T a x e s  le v ie d  o n  f o r e ig n  t r a d e  w e r e  u p  3 0 % ,  p a r t l y  
d u e  to  t h e  d e f e r r e d  t a x  r e c e ip t s  o n  c o ffe e  s a le s  a n d  to  t h e  fa c t t h a t  ta x e s  o n  i m p o r t s  w e r e  s e t  in  
a c c o rd a n c e  w i th  t h e  m a r k e t s  o n  w h ic h  t h e  r e l e v a n t  f o r e ig n  e x c h a n g e  h a d  b e e n  o b ta in e d .
I n  c o n t r a s t ,  t h e  c e n t r a l  g o v e r n m e n t 's  to ta l  e x p e n d i tu r e s  d e c re a s e d  in  re a l  t e r m s ,  s in c e  th e  
n o m in a l  in c r e a s e  w a s  o n ly  1 4 % . T h e s e  r e s u l t s  w e r e  p o s s ib le  t h a n k s  to  t h e  a u s te r i ty  p o lic y , u n d e r  
w h ic h  th e  n u m b e r  o f  j o b s  in  t h e  g o v e r n m e n t  s e rv ic e  w a s  f ro z e n  a n d  th e  r a t i o n a l i z a t i o n  o f  o th e r  
c o n s u m p t io n  e x p e n d i tu r e s  w a s  p r o m o te d .  N o n e t h e l e s s ,  w a g e s  r o s e  2 8 % ,  la rg e ly  a s  a  r e s u l t  o f  t h e  
d e la y e d  e f fe c t o f  w a g e  in c r e a s e s  t h a t  h a d  b e e n  g r a n t e d  t h e  y e a r  b e fo re . T h e  d r o p  in  c u r r e n t  t r a n s f e r  
p a y m e n t s  a n d  in  i n t e r e s t  p a y m e n t s  o n  t h e  d e b t  (a s  a  r e s u l t  o f  i t s  r e s c h e d u l in g )  a ls o  h e lp e d  to  c u rb  
c u r r e n t  s p e n d in g .  A s  a  c o n s e q u e n c e  o f  a ll t h e s e  t r e n d s ,  i t  w a s  p o s s ib le  to  a v e r t  an y  in c r e a s e  in  t h e  
o v e r a l l  d e f ic i t  ( s e e  ta b le  14).
C e n tr a l  g o v e r n m e n t  i n v e s tm e n t  m a d e  a  m a r k e d  r e c o v e ry  t h a n k s  to  t h e  c o u n t r y 's  e c o n o m ic  
p r o g r a m m e .  P u b l ic  w o r k s  o n  t h e  r o a d  s y s te m  a n d  in  t h e  a r e a s  o f  h e a l th  a n d  e d u c a t io n  w e r e  c a r r ie d  
o u t  d u r in g  th e  y e a r . A l th o u g h  s u f f ic ie n t  e x te r n a l  r e s o u r c e s  w e r e  a v a i la b le  a s  b a c k in g  fo r  th i s  ty p e  o f  
e x p e n d i t u r e ,  in  p r a c t i c e  t h e s e  p r o je c ts  w e r e  h e ld  b a c k  b y  i n s t i t u t i o n a l  c o n s t r a in t s .  D if f ic u l t ie s  w e r e  
a ls o  e n c o u n te r e d  in  c o n d u c t in g  p u b l ic  w o r k s  in  z o n e s  o f  a rm e d  co n f lic t. F u r t h e r m o r e ,  t r a n s f e r s  to  
p u b l ic  f in a n c ia l  i n s t i t u t i o n s  e n g a g e d  in  p r o m o t i n g  p r o d u c t io n  a ls o  ro s e  c o n s id e ra b ly .  In  a d d i t io n  to  
th e s e  tw o  i te m s  o f  c e n t r a l  g o v e r n m e n t  s p e n d in g ,  t h e  h ig h  le v e l  o f  a m o r t i z a t i o n  p a y m e n t s  o n  b o th  t h e  
d o m e s t ic  a n d  e x t e r n a l  d e b ts ,  a l th o u g h  s o m e w h a t  lo w e r  t h a n  in  198 4 , s t i l l  d e m a n d e d  c o n s id e ra b le  
o u t la y s  ( s e e  t a b l e  14).
A s  p r e v io u s ly  m e n t i o n e d ,  t h e  c e n t r a l  g o v e r n m e n t 's  c u r r e n t  d e f ic i t  d e c r e a s e d  n o ta b ly  in  1985 
d e s p i te  i ts  m i l i ta r y  s p e n d in g .  I n  o t h e r  w o r d s ,  i t  w o u ld  a p p e a r  t h a t  t h e  c e n t r a l  g o v e r n m e n t 's  f in a n c ia l  
im b a la n c e  in  r e c e n t  y e a r s  w a s  d u e  m a in ly  to  e x p e n d i t u r e s  a s s o c ia te d  w i th  t h e  w a r  e f fo r t. M o r e o v e r ,  
d u e  to  t h e  d e c r e a s e  in  i n v e s tm e n t  in  m a jo r  p u b l ic  e n t e r p r i s e s ,  i t  is  l ik e ly  t h a t  t h e  r e c u r r i n g  d e f ic i t  o f  
a u to n o m o u s  p u b l ic  i n s t i t u t i o n s  a ls o  d e c re a s e d .
T h e  a m o u n t  o f  d o n a t io n s  f ro m  a b r o a d  fo r  t h e  p u r p o s e  o f  f in a n c in g  t h e  f isc a l d e f ic i t  fe ll  to  
a p p r o x im a te ly  100 m i l l io n  c o lo n e s  in  1 9 8 5 , w h ic h  w a s  s u b s ta n t ia l ly  le s s  t h a n  t h e  5 0 0  m i l l io n  c o lo n e s  
r e c e iv e d  in  1 9 8 3 . A s  n o te d  e a r l i e r ,  b i l a te r a l  e c o n o m ic  a s s is ta n c e  h a s  b e e n  r e - c h a n n e l l e d  to  p r o v id e  a  
d i r e c t  s t im u lu s  to  a c tiv ity  in  t h e  p r i v a t e  s e c to r . T h e  c e n t r a l  g o v e r n m e n t  h a s  t h e r e f o r e  fo u n d  it  
n e c e s s a ry  to  in c r e a s e  i ts  d i s b u r s e m e n t s ,  to  re ly  m o r e  h e a v i ly  o n  e x t e r n a l  so u rc e s  o f  c r e d i t  a n d  to  m a k e  
u se  o f  m o r e  d o m e s t ic  f in a n c in g  ( s e e  ta b le  14).
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b )  M onetary policy
E l  S a lv a d o r  w a s  fa c e d  w i th  c o n s id e r a b le  m o n e ta r y  a n d  f in a n c ia l  im b a la n c e s ,  t h e  p r e v a i l i n g  
t r e n d  in  1985  b e in g  a  h ig h  le v e l  o f  l iq u id i ty  w h ic h  p r im a r i ly  s t e m m e d  f ro m  t h e  b a n k in g  s y s te m 's  
la r g e - s c a le  e x p a n s i o n  o f  c r e d i t .  T h e  e x t e r n a l  s e c to r  c o n t in u e d  to  e x e r t  a n  e x p a n s io n a ry  e ffe c t d u e  to  
t h e  t r a n s f e r  p a y m e n t s  r e c e iv e d  f ro m  a b ro a d . T h e r e  w a s  a  h e a v y  d e m a n d  fo r  c r e d i t  t h r o u g h o u t  t h e  
y e a r ,  p a r t l y - in  r e s p o n s e  to  t h e  s ig n s  o f  e c o n o m ic  r e c o v e ry  a n d  p a r t ly  b e c a u s e  o f  th e  n e g a t iv e  c o s t  o f  
m o n e y  d u r i n g  s o m e  m o n t h s  o f  t h e  y e a r ;  d e m a n d  w a s  a ls o  fu e lle d  b y  t h e  e f fe c ts  o f  a c tiv e  n o n - b a n k  
t r a d i n g  in  f o r e ig n  e x c h a n g e .  T h e r e  w a s  a  c o n s id e r a b le  e x p a n s io n  in  t h e  m e a n s  o f  p a y m e n t ,  e s p e c ia lly  
in  s a v in g s  a n d  t i m e  d e p o s i t s ,  d e s p i t e  t h e  fa c t t h a t  th e y  y ie ld e d  n i l  o r  n e g a t iv e  r e t u r n s  in  re a l  te r m s .
T a b le  14
E L  S A L V A D O R : C E N T R A L  G O V E R N M E N T  IN C O M E  A N D  E X P E N D IT U R E
M illio n s o f  co lones G ro w th  ra tes
1982 1983 1984 1985" 1981 1982 1983 1984 1985"
1. C u r r e n t  in c o m e 1 no 1 262 1 545 1 9 0 3 6.4 0.3 13.7 22.5 23.2
T ax  rev en u e 952 1 080 1 351 1 653 0.1 -3.8 13.4 25.1 22.4
D irec t 294 306 341 406 -4.8 -1.0 4.0 11.4 18.9
In d irec t 658 774 1 010 1 248 2.3 -5.1 17.6 30.5 23.6
O n  fo re ign  tra d e 279 279 373 483 -14.0 -13.5 -0.1 33.8 29.5
N o n - ta x  rev en u e 158 182 194 250 131.1 35.0 15.4 6.9 28.6
2. C u r r e n t  e x p e n d i tu r e 1 347 1 4 9 3 1 797 2  003 14.5 9.2 10.8 20 .4 11.4
W a g e s  and sa la ries 728 789 1 006 1 293 6.4 10.8 8.3 27.5 28.5
P u rc h a se  o f  g o o d s and serv ices 169 227 230 230 12.8 -6.8 35.0 1.4 0.1
In te re s t  p a y m e n ts 161 182 188 171 148.4 64.1 12.7 3.5 -9.4
T ra n s fe rs  and  o th e r  p ay m en ts 289 295 373 309 14.3 -2.9 2.1 26.5 -17.2
3. C u r r e n t  sa v in g s  ( 1 - 2 ) -237 -231 -118 -99
4. C a p ita l e x p e n d i tu r e 472 1 238 717 871 -4.3 -6 .9 162.3 -42.2 21.7
R eal in v e s tm e n t 298 366 383 506 0.2 -21.7 22.8 4.6 32.1
D e b t a m o r tiz a tio n 77 607 267 224 157.5 28.7 686.7 -56.1 -15.9
O th e r  cap ita l e x p e n d itu re 97 265 67 141 -48.3 47 .6 173.3 -74.6 112.3
5. T o ta l  e x p e n d i tu r e  ( 2  +  4 ) 1 820 2  731 2  514 2  874 13.3 4.6 50.0 -8 .0 14.4
6. F isca l d e f ic i t  ( 1 - 5 ) -710 -1 469 -969 -970 27 .6 12.2 106.9 -34.1 0.3
7. F in a n c in g  o f  d e f ic it
D o m e s tic  financing 448 641 361 528
C e n tra l B ank - 25 -6
Sale o f  secu rities 333 -94 421 200
O th e r 115 710 -54
E x te rn a l financing 262 828 608 442
P e rc e n ta g e s
R a tio s
C u rre n t sa v in g s /c a p ita l e x p e n d itu re -50.2 -18.7 -16.5 -11.4
Fiscal d e f ic it/to ta l e x p e n d itu re 39.0 53.8 38.5 33.8
T ax  r e v e n u e /G D P 10.6 10.7 11.8 11.8
T o ta l e x p e n d i tu r e /G D P 20.3 27.1 22.0 20.5
Fiscal d e f ic it/G D P 7.9 14.6 8.5 6.9
D o m e s tic  f in a n c in g /d e fic it 63.1 43 .6 37.3 54.4
E x te rn a l f in a n c in g /d e fic it 36.9 56.4 62.7 45 .6
Source: liCLAC, on the basis of figures provided by the Ministry of Finance and the Central Reserve Bank of HI Salvador. 




EL SALVADOR: MONETARY INDICATORS
M o n e tary  base 
M oney  (M ,)
Q u as i-m o n ey
M oney  p lus qu asi-m o n ey  (M 2) 
D o m e s tic  c red it 
To th e  p ub lic  sector 
C en tra l g o v e rn m e n t (n e t)  
P ub lic  in s titu tio n s  
To th e  p r iv a te  secto r
M o n e ta ry  m u ltip lie rs  
M ,/m o n e ta ry  base 
M  J  m o n e ta ry  base 
V elocity  o f  c ircu la tio n  
G D P /M ,
Y ear-en d  balances 
1m illions o f  co lones)
1982 1983 1984 1985°
1 365 1 426 1 629 1 993
1 470 1 448 1 699 2  156
1 633 2  004 2  497 3 207
3 103 3 452 4  196 5 363
5 286 5 225 5 858 7 026
2  536 2  207 2  536 2  833
1 520 1 375 1 616 1 822
1 016 832 920 1 011
2  750 3 018 3 322 4  193
C oefficien ts'^
1.06 1.01 1.01 1.06
2.39 2.45 2.67 2.88
7.19 7.95 8.42 8.18
G ro w th  ra tes
1982 1983 1984 1985°
6.8 4.5 14.2 22.3
4.7 -1.5 17.3 26.9
16.9 22.7 24.6 28.4
10.8 11.2 21.6 27.8
14.8 -1.2 12.1 19.9
15.7 -13.0 14.9 11.7
43.5 -9.5 17.5 12.7
-10.3 -18.1 10.6 9.9
12.9 9.7 10.1 26.2
Source: liCLAC, on rhe basis of official figures.
” Preliminary figures. Comprises currency outside banks plus deposits made by commercial and mortgage banks in the Central Reserve
Bank. ' Calculated on the basis of annual averages.
T h e  m o n e y  s u p p ly  g r e w  s u b s ta n t ia l ly  in  1 9 8 5 . Y e a r - e n d  b a la n c e s  w e r e  2 8 %  h i g h e r  t h a n  in  
1 9 8 4 , a  y e a r  in  w h ic h  t h e i r  c o n s id e r a b le  e x p a n s io n  h a d  b e e n  le d  b y  s a v in g s  a n d  t im e  d e p o s i t s  ( in  1985 
th e s e  w e r e  m o r e  t h a n  t h r e e  t im e s  w h a t  th e y  h a d  b e e n  in  1 9 8 1 ) ( s e e  t a b le  15). A p p a r e n t ly ,  t h i s  w a s  
d u e  to  t h e  f a c t  t h a t  t h e s e  d e p o s i t s  w e r e  o n e  o f  t h e  m o r e  p r o f i t a b le  o p t i o n s  f o r  t h e  p l a c e m e n t  o f  
d o m e s t ic  s a v in g s ,  to  t h e  l iq u id i ty  c r e a te d  b y  t h e  p a y m e n t  o f  c o m p e n s a t io n  to  l a n d o w n e r s  a f fe c te d  b y  
a g r a r ia n  r e f o r m ,  a n d  to  t h e  r e l a t i v e  s h o r t a g e  o f  f o r e ig n  e x c h a n g e .  T h e  a m o u n t  o f  m o n e y  in  
c i r c u la t io n ,  f o r  i t s  p a r t ,  g r e w  fn o re  r a p id ly  t h a n  d id  o v e r a l l  e c o n o m ic  a c tiv ity . A s  r e g a r d s  t h e  f in a n c ia l  
s i t u a t io n ,  t h e  m o s t  s t r i k in g  a s p e c t  in  1985  w a s  t h e  e x p a n s io n  o f  p r i v a t e  c r e d i t .  T h e  c o m m e r c ia l  a n d  
m o r tg a g e  b a n k in g  s y s te m  fo l lo w e d  a  c r e d i t  p o lic y  w h ic h  w a s ,  in  p r i n c i p le ,  d i r e c te d  to w a r d s  f u r t h e r ­
in g  th e  e c o n o m ic  re c o v e ry . Y e a r - e n d  b a la n c e s  w e r e  2 6 %  h ig h e r  t h a n  d u r in g  th e  p r e c e d in g  f isc a l y e a r  
a s  a n  in c r e a s in g  v o lu m e  o f  lo a n s  w a s  c h a n n e l le d  to  p r o d u c t io n  a c t iv i t ie s  ( in d u s t r y ,  c o m m e r c e  a n d  
c o n s t r u c t io n ) .
T h e  C e n t r a l  B a n k  p r o v id e d  g r e a t e r  f in a n c ia l  s u p p o r t  f o r  p r o d u c t io n ,  b o l s t e r in g  a g r ic u l tu r a l  a n d  
i n d u s t r i a l  a c t iv i t i e s  b o th  w i th  i t s  o w n  r e s o u r c e s  a n d  th r o u g h  fu n d s  s e t  u p  w i th  e x t e r n a l  r e s o u r c e s .  T h e  
a m o u n t  o f  c r e d i t  e x t e n d e d  to  t h e  p u b l ic  s e c to r  a ls o  g r e w , b u t  a t  a  m u c h  lo w e r  r a t e  ( 1 2 % ) ,  p a r t l y  a s  a  
r e s u l t  o f  t h e  s t e r i l i z a t i o n  o f  s o m e  e x t e r n a l  t r a n s f e r  p a y m e n t s  ( s e e  ta b le  15).
T h e  r e a d y  a v a i la b i l i ty  o f  c r e d i t  w a s  n o t ,  h o w e v e r ,  d iv o rc e d  f ro m  th e  p r o b le m  p o s e d  b y  th e  
p o r t f o l i o s  o f  o v e r d u e  lo a n s  w e ig h in g  d o w n  th e  f in a n c ia l  s y s te m . C r e d i t  i n s t i t u t i o n s  w e r e  f a c e d  w i th  
s e r io u s  d if f ic u l t ie s  s t e m m i n g  f ro m  t h e  a c c u m u la t io n  o f  o v e r d u e  d e b t s  in  s u c h  p r o d u c t io n  s e c to r s  a s  
c o f fe e  a n d  c o t to n ,  in  t h a t  p a r t  o f  t h e  a g r ic u l tu r a l  s e c to r  w h ic h  h a d  u n d e r g o n e  a g r a r ia n  r e f o r m  a n d  in  
t h e  c o n s t r u c t io n  in d u s t r y .  In  1985  i t  t h u s  b e c a m e  n e c e s s a ry  to  c o n s o l id a te  t h e  d e b t s  o w e d  b y  c o ffe e  
a n d  c o t to n  g r o w e r s  o n  r e la t iv e ly  e a sy  t e r m s ,  w i th  r e f in a n c in g  p e r io d s  o f  12 y e a r s  f o r  c o ffe e  g r o w e r s  
a n d  e ig h t  y e a r s  f o r  c o t to n  g r o w e r s .
T h e  c o u n t r y  m a d e  s u b s t a n t i a l  p r o g r e s s  a s  r e g a r d s  i ts  e x c h a n g e  p o lic y  in  1 985 . P a r t ly  in  
r e s p o n s e  to  s im i la r  m e a s u r e s  a d o p te d  b y  th e  c o u n t r y 's  t r a d i n g  p a r t n e r s  in  t h e  r e g io n  a n d  p a r t ly  in  
r e s p o n s e  to  p r e s s u r e  f ro m  e x te r n a l  d o n o r s ,  tw o  m a jo r  c h a n g e s  w e r e  m a d e  in  e x c h a n g e  p o lic y  d u r in g  
t h e  y e a r .  B y  m id - 1 9 8 5 ,  o n ly  4 0 %  o f  t h e  v a lu e  o f  im p o r t s  o f  g o o d s  r e m a in e d  su b je c t  e x c lu s iv e ly  to  th e
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o ffic ia l e x c h a n g e  r a te .  T h e  a v e r a g e  e x c h a n g e  r a t e  c o n s e q u e n t ly  r o s e  to  a p p r o x im a te ly  4 .2 6  c o lo n e s  to  
t h e  d o l la r ,  w h ic h  r e p r e s e n t e d  a  d e v a lu a t io n  o f  2 6 %  w i th  r e s p e c t  to  t h e  D e c e m b e r  1 9 8 4  r a te .  I n  
a d d i t io n ,  t h e  e x c h a n g e  r a t e  o n  th e  n o n - b a n k  m a r k e t ,  a f te r  h a v i n g  r i s e n  s h a rp ly  d u r i n g  th e  t h i r d  
q u a r t e r  ( w h e n  th e  r a t e  o n  th e  p a r a l l e l  f o r e ig n  e x c h a n g e  m a r k e t  m o r e  t h a n  d o u b le d ) ,  d e c l in e d  
s u b s ta n t ia l ly  t o w a r d s  t h e  e n d  o f  t h e  y e a r .  O n e  c o n t r i b u t i n g  f a c to r  w a s  t h a t  t a x e s  o n  i m p o r t s  w e r e  se t 
in  a c c o r d a n c e  w i th  t h e  m a r k e t  o n  w h ic h  th e  n e c e s s a ry  f o r e ig n  e x c h a n g e  h a d  b e e n  o b ta in e d .
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GUATEM ALA
1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
D u r i n g  1985 G u a te m a la 's  e c o n o m y  r e m a in e d  s u b je c t  to  t h e  a c u te  t e n s io n s  f ro m  w h ic h  i t  h a s  su ffe re d  
s in c e  t h e  b e g in n i n g  o f  t h e  d e c a d e ,  b o th  in  t h e  p r o d u c t iv e  a n d  in  t h e  f in a n c ia l  s p h e re .  T h e  g ro s s  
d o m e s t ic  p r o d u c t  fe ll  b y  1 %  a n d  t h e  m a in  m a c r o e c o n o m ic  v a r ia b le s  s h o w e d  th e  s a m e  d e c l in in g  t r e n d  
( s e e  t a b le  1 a n d  f ig u re  1).
I n  g e n e r a l ,  a c c o r d in g  to  m o s t  o f  t h e  i n d ic a to r s ,  t h e  G u a te m a la n  e c o n o m y  w a s  s u f f e r in g  n o t  so  
m u c h  c o n ju n c tu r a l  e f fe c ts  a s  t h e  p r o f o u n d  a n d  w id e s p r e a d  c o n s e q u e n c e s  o f  t h e  a lre a d y  p r o lo n g e d  
s t r u c tu r a l  c r i s i s  t h a t  h a s  le f t  t h e  c o u n try  w i th  a n  a v e r a g e  in c o m e  e q u a l  to  t h a t  o f  12 y e a r s  a g o .
T h e  c o m p le x  c o m b in a t io n  o f  e c o n o m ic  a n d  n o n - e c o n o m ic  f a c to r s  o f  d o m e s t ic  o r  f o r e ig n  o r ig in  
w a s  a c c o m p a n ie d  in  1985 b y  th e  e f fe c ts  o f  a n  e c o n o m ic  p o lic y  o c c a s io n a lly  c o n t r a d ic to ry  a n d  a t  o t h e r  
t im e s  d i s c o n t in u o u s ,  w h ic h  in c r e a s e d  u n c e r ta in ty  a n d  i n h ib i t io n  a m o n g  th e  e c o n o m ic  a g e n ts .
T h e  e x t e r n a l  s e c to r  w a s  o n c e  a g a in  a  l im i t i n g  f a c to r  f o r  e c o n o m ic  d e v e lo p m e n t .  O n  th e  o n e  
h a n d ,  t h e  d e m a n d  fo r  t h e  t r a d i t i o n a l  e x p o r t  p r o d u c t s  fe ll d u r in g  th e  g r e a te r  p a r t  o f  t h e  y e a r ,  to  w h ic h  
w a s  a d d e d  a  d e c l in e  in  t h e  t e r m s  o f  t r a d e .  T h is  m e a n t  t h a t  t h e  p r o s p e c t s  o f  th e  p r o d u c t iv e  s e c to rs  
l in k e d  w i th  e x p o r t  a c t iv i t ie s  w o r s e n e d  a n d  th e  n a t io n a l  in c o m e  fe ll s t i l l  f u r th e r  ( s e e  t a b le  1). O n  th e  
o t h e r  h a n d ,  t h e  d if f ic u l t ie s  e x p e r ie n c e d  in  r e c e n t  y e a r s  in  C e n tr a l  A m e r ic a n  t r a d e  in c r e a s e d  o w in g  to  
d e f e n s iv e  m e a s u r e s  t a k e n  b y  t h e  i m p o r t i n g  c o u n t r i e s  to  m o d e r a t e  t h e i r  e x t e r n a l  im b a la n c e s  a n d  to  
t h e  l i m i ta t io n s  o n  e x p o r t e r s  d u e  to  t h e  a c c u m u la t io n  o f  c r e d i t  b a la n c e s  in  r e g io n a l  t r a d e .  T h is  
c o n t r ib u te d  to  t h e  c o n t r a c t io n  o f  t h e  i n d u s t r i a l  s e c to r  a n d  o t h e r  a c t iv i t ie s  l in k e d  w i th  in t r a - r e g io n a l  
t r a d e  a n d  c a u s e d  a  fa ll in  e x p o r t s  o f  g o o d s  a n d  se rv ic e s .
F u r t h e r m o r e ,  t h e  p o s s ib i l i t i e s  o f  m o b i l i z in g  f o r e ig n  r e s o u r c e s  c o n t in u e d  to  d i m in i s h ,  a n d  th i s ,  
t o g e t h e r  w i th  a  m a r k e d  r i s e  in  t h e  s e rv ic in g  o f  t h e  e x t e r n a l  d e b t  a n d  th e  d r o p  in  e x p o r t s ,  c r e a te d  a 
p e r m a n e n t  s h o r t a g e  o f  f o r e ig n  e x c h a n g e .  T h e  c o n s e q u e n t  d if f ic u lt ie s  in  o b t a in in g  i m p o r t e d  in p u t s  
w e r e  la rg e ly  r e s p o n s ib l e  f o r  s lu g g i s h n e s s  in  p r o d u c t io n  a n d  u p s e t s  in  t h e  e x c h a n g e  r a te .
O n  th e  d o m e s t ic  s id e , m o s t  o f  t h e  v a r ia b le s  s h o w e d  a  w o r s e n in g  o f  t h e  t r e n d s  a lre a d y  o b s e rv e d  
in  r e c e n t  y e a r s .  T h e  p r i v a t e  s e c to r  w e a k e n e d  a g a in , s in c e  a f te r  t h e  m o d e r a t e  r e c o v e ry  o f  t h e  p r e v io u s  
y e a r  f ix e d  c a p i ta l  f o r m a t io n  c o n t r a c te d  to  le v e ls  t h a t  m ig h t  r e f le c t  t h e  v i r tu a l  d e c a p i ta l i z a t io n  o f  s o m e  
in d u s t r i a l  a n d  a g r ic u l tu r a l  s e c to rs .  P r i v a te  c o n s u m p t io n  l ik e w is e  s h o w e d  a  c o n t r a c t io n  w h ic h ,  a d d e d  
to  t h e  fa l ls  in  t h e  la s t  f iv e  y e a r s ,  r e f le c ts  t h e  p r o b a b le  r e t u r n  o f  c o n s u m p t io n  p a t t e r n s  o r i e n t e d  m a in ly  
t o w a r d s  b a s ic  p r o d u c t s ,  w i th  a  c o n s id e ra b le  fa ll  in  t h e  a v e r a g e  l iv in g  s ta n d a r d s  o f  t h e  p o p u la t io n .  A n y  
r e a d ju s tm e n t s  m a d e  to  w a g e s  w e r e  sm a ll .  T h u s  t h e  c o n t in u e d  h ig h  p r ic e s  c r e a te d  t e n s io n s  in  th e  
la b o u r  fo rc e , w h o s e  w a g e  d e m a n d s  b e c a m e  e v e r  m o r e  f r e q u e n t  a n d  a g g re s s iv e .
T h e  u p s u r g e  o f  in f la t io n a r y  p r e s s u r e s  le d  t o a  r i s e  o f  3 1  %  in  t h e  c o n s u m e r  p r ic e  in d e x : a  f ig u re  
w i th o u t  p r e c e d e n t  in  t h e  m o d e r n  h is to r y  o f  t h e  c o u n try . T h e  u p s w in g  in  in f la t io n ,  in  i t s  t u r n ,  c a u s e d  a  
f u r th e r  d e p r e s s io n  in  r e a l  w a g e s ,  w h ic h  h a d  a lre a d y  d e c l in e d  in  t h e  tw o  p r e c e d in g  y e a r s .  In  a d d i t io n ,  it  
b e c a m e  o n c e  m o r e  a p p a r e n t  in  1985 th a t  t h e  p r o d u c t iv e  s e c to r  w a s  c h ro n ic a l ly  u n a b le  to  c r e a te  
s u f f ic ie n t  j o b s ,  s in c e  t h e  n u m b e r  o f  e m p lo y e d  g r e w  m u c h  le s s  t h a n  th e  p o p u la t i o n  o f  w o r k in g  ag e . 
T h is  l i m i ta t io n  h a s  in  r e c e n t  y e a r s  b e e n  g e n e r a t in g  a n  in c r e a s e  in  t h e  in f o rm a l  e c o n o m y  a n d  a 
g r o w in g  m a r g i n a t io n  o f  t h e  i n h a b i t a n t s  o f  u r b a n  c e n t r e s .
T h e  p u b l ic  s e c to r  a ls o  h a d  a  d e p r e s s iv e  in f lu e n c e  o n  to t a l  d e m a n d . B e c a u s e  o f  t h e  o b je c t iv e  o f  
r e d u c in g  t h e  f isc a l d e f ic i t ,  r e a l  i n v e s tm e n t  d im in i s h e d  o n c e  a g a in ,  a f te r  t h e  d r a s t ic  fa ll o b s e rv e d  in  th e  
f o u r  p r e c e d in g  y e a r s .  G o v e r n m e n t  c o n s u m p t io n  w e n t  d o w n  e s p e c ia l ly  in  t h e  i t e m s  a s s o c ia te d  w i th  
t h e  p r o v i s i o n  o f  so c ia l  s e rv ic e s .
M o r e o v e r ,  t h e r e  w a s  a  d e c l in e  in  a ll t h e  g o o d s - p r o d u c in g  s e c to rs .  P r e - e m i n e n t  in  th i s  r e s p e c t  
w a s  t h e  p r o lo n g e d  d e p r e s s io n  o f  t h e  i n d u s t r i a l  s e c to r  a s  a  r e s u l t  o f  t h e  s e tb a c k s  in  C e n tr a l  A m e r ic a n  
t r a d e ,  t h e  w e a k e n in g  o f  d o m e s t ic  d e m a n d  a n d  th e  p r o b le m s  in  o b t a in in g  im p o r t e d  in p u t s .  S im ila r ly , 
c o n s t r u c t io n  c o n t in u e d  to  d e c l in e ,  a l th o u g h  to  a  le s s e r  e x t e n t  t h a n  in  t h e  fo u r  p r e c e d in g  y e a r s .
335
T h e  u n s a t is f a c to ry  r e s u l t s  o f  p r o d u c t iv e  a c tiv ity  w e r e  la rg e ly  d u e  to  th e  d if f ic u lt ie s  in  a p p ly in g  a 
c o h e r e n t  e c o n o m ic  p o lic y  t h a t  w o u ld  e s ta b l is h  s ta b le  g u id e l in e s  a n d  c le a r  ru le s  o f  th e  g a m e  to  r e s to r e  
c o n f id e n c e  a m o n g  th e  le a d in g  e c o n o m ic  a c to r s  in  r e la t io n  to  c e r ta in  s e n s i t iv e  a s p e c ts  in  b o th  th e  
p r o d u c t iv e  a n d  th e  f in a n c ia l  s p h e re .
In  th e  f i r s t  p la c e ,  i t  sh o u ld  b e  b o r n e  in  m in d  th a t  1985 w a s  a n  e le c t io n  y e a r .1 C o n s e q u e n t ly ,  th e  
p r iv a t e  s e c to r  p la y e d  a  w a i t in g  g a m e  a s  r e g a r d s  m o s t  o f  th e  d e c is io n s  o n  in v e s tm e n t  a n d  p r o d u c t io n ,  
w h i le  th e  p u b l ic  a d m in i s t r a t i o n  fu n c t io n e d  w i th in  a  c l im a te  o f  c h a n g e ,  d e f e r r in g  d e c is io n s  o n  th e
T ab le  1
G U A T E M A L A : M A IN  E C O N O M IC  I N D IC A T O R S
1979 1980 1981 1982 1983 1984 1985"
In d e x e s  (1980 =  100)
B a sic  e c o n o m ic  in d ic a to r s  
G ro ss d o m es tic  p roduct a t m a rk e t 
p rices 95.4 100.0 100.9 97.5 94.8 95.0 94.1
G ro ss  n a tio n a l incom e 97.0 100.0 97.9 92.8 90.1 90.4 89.8
P o p u la tio n  ( th o u sa n d s  o f  in h a b ita n ts ) 6 726 6 917 7  113 7  315 7  524 7  740 7  963
P e r  cap ita  g ro ss d o m estic  p ro d u c t 98.1 100.0 98.2 92.2 87.1 84.9 81.8
G ro w th . ra te s
B . S h o r t- ru n  e c o n o m ic  in d ic a to rs
G ro ss  d o m e s tic  p roduct 4 .8 3 .9 0 .9 -3.4 -2.7 0.2 -1.0
P e r  c ap ita  g ro ss  d o m es tic  p roduct 1.9 1.9 -1.8 -6.1 -5.5 -2.5 -3.7
G ro ss  n a tio n a l incom e 3.1 0.2 -2.1 -5.2 -2.9 0.3 -0.6
T e rm s  o f  tra d e  (goods and services) 
C u rre n t va lue  o f  ex p o rts  o f  goods
-12.7 -1.0 -8.0 -13.2 2.3 3 .6 -12.4
and  serv ices 13.6 19.4 -16.4 11.6 -8.3 4 .7 -3.6
C u rre n t va lue  o f  im p o rts  o f  goods 
and serv ices 8 .5 9 .8 3.3 -19.7 -19.2 8 .8 -11.2
C o n su m e r prices
D ece m b e r to  D ece m b e r 13.7 9.1 8 .7 -2.0 8 .4 5.2 31.5
V a ria tio n  b e tw een  an n u a l averages 11.5 10.7 11.4 0.2 ¿1.7 3 .4 18.5
M oney 10.9 2 .5 <1.1 1 5 5.2 7 .4 42.3
N o m in a l w ag es and sa laries 14.5 10.9 31.2 6.2 -2.9 2 .7 7 .0
C u rre n t incom e o f  g o v e rn m e n t 1.0 11.8 -0.8 -1.5 1 5 -10.1 28.1
T ota l e x p e n d itu re  o f  g o v e n m e n t 
F iscal d e f ic it/to ta l e x p e n d itu re
15.3 29.4 24.3 -15.2 -12.8 3.2 1.3
o f  g o v e rn m e n t ' 27.5 37.4 50.0 42.0 32.5 41.2 29.8
Fiscal d e f ic it/g ro ss  d o m es tic  p ro d u c t' 3 .7 5 .7 8 .6 6 .0 3 .9 4 .9 3.3
M ill io n s  o f  d o lla rs
E x te rn a l se c to r
T ra d e  balance (g oods and serv ices) 3.35 -228 -578 -348 -142 -201 -86
B alance o n  cu rre n t account 2 0 9 -165 -574 -400 -225 -383 -247
B alance  on  cap ita l account 
V aria tio n  in  g ro ss in te rn a tio n a l
183 -93 273 361 276 3 9 7 316
reserv es -19 -251 -305 -16 64 30 6 9
E x te rn a l d e b t ' 6 3 7 820 1 203 1 491 2  083 2  453 2  472
Source: HCLAC, on the basis of official figures.
"Preliminary figures. (¡ross domestic product plus terms-of-trade effect plus net factor payments to the exterior.
' Percentages. ' Disbursed external public debt plus State-guaranteed private and Central Bank debt for a term of over one year.
The first round of elections for President of the Republic and deputies was held on 3 November, the second on 8 December.
336
GUATEMALA
m a n a g e m e n t  o f  t h e  e c o n o m y . In  t h e  s e c o n d  p la c e ,  t h e  a u th o r i t i e s  e n d e a v o u r e d  to  im p o s e  a n  
a d ju s tm e n t  p o lic y  in  k e e p in g  w i th  t h e  c o m m i t m e n t s  p r e v io u s ly  a s s u m e d  w i th  t h e  I n t e r n a t i o n a l  
M o n e ta r y  F u n d  (IM F), in  o r d e r  to  r e s t o r e  t h e  a g r e e m e n t  s u s p e n d e d  a t  t h e  e n d  o f  1984 . F in a l ly ,  f o r  
th e s e  a n d  o t h e r  r e a s o n s ,  t h e  g o v e r n m e n t  w a s  u n a b le  to  c r e a te  a  m i n im u m  o f  c o n s e n s u s  o n  th e  
m e a s u r e s  t h a t  i t  h a d  p r o p o s e d  a n d  a d o p te d .
A t  t h e  b e g in n in g  o f  t h e  y e a r ,  w i th  a  p r o s p e c t  o f  r e d u c e d  p u b l ic  e x p e n d i t u r e  a n d  la c k  o f  
i n t e r n a t io n a l  l iq u id i ty ,  t h e  g o v e r n m e n t  h a d  a  d i s p u te  w i th  t h e  C o - o r d in a t in g  C o m m i t t e e  o f  A g r ic u l ­
tu r a l ,  M e r c a n t i l e  a n d  F in a n c ia l  A s s o c ia t io n s  (CA C IF), w h ic h  c o m p r i s e s  t h e  m o s t  i m p o r t a n t  p r o d u c t iv e  
g r o u p s  in  t h e  c o u n try .  T h e  r e a s o n  f o r  th i s  w a s  t h e C o m m i t t e e 's d e m a n d f o r  a n  e c o n o m ic  p o l ic y  w h ic h  
w o u ld  r e d u c e  S ta te  i n t e r v e n t io n  in  t h e  f u n c t io n in g  o f  t h e  m a r k e t s .  T h e  g o v e r n m e n t 's  r e s p o n s e  
u n d e r s c o r e d  i ts  i n t e n t i o n  to  i n t e r v e n e  in  t h e  r e g u la t i o n  o f  p r ic e s ,  w h ic h  h a d  m a r k e d ly  in c r e a s e d  in  t h e  
p r e c e d in g  w e e k s ,  a n d  to w a r d s  t h e  e n d  o f  J a n u a r y  i t  e n a c te d  a  c o n s u m e r  p r o t e c t i o n  la w  w h ic h  s o u g h t  
to  h o ld  d o w n  e x c e s s iv e  p r i c e  in c r e a s e s .
W h e n  th e  p a r a l l e l  m a r k e t ,  a d m in i s t e r e d  b y  th e  b a n k in g  s y s te m , fa i le d  to  h a l t  t h e  p r e s s u r e  o n  
th e  q u e tz a l  a n d  to  s ta b il iz e  t h e  e x c h a n g e  r a t e ,  a u t h o r i z a t i o n  w a s  g iv e n  fo r  t h e  o p e n i n g  o f  m o n e y  
e x c h a n g e  o ffic e s , b u t  th i s  p e r m i s s io n  w a s  l a t e r  c a n c e lle d  w h e n  i t  b e c a m e  c le a r  t h a t  t h e  e x i s te n c e  o f  
t h e s e  o ff ic e s , f a r  f ro m  h e lp i n g  to  s ta b il iz e  t h e  e x c h a n g e  r a t e ,  o n ly  in c r e a s e d  t h e  p r e s s u r e  o n  it.
A  fe w  d a y s  l a t e r  a  f o r e ig n  e x c h a n g e  a u c t io n  m a r k e t  w a s  o p e n e d ,  c o n s i s t in g  o f  th e  a u c t io n in g - o f f  
to  t h e  h ig h e s t  b id d e r  — f o r  p r e v io u s ly  s t i p u l a t e d  i m p o r t  p u r p o s e s —  o f  t h e  r e m a i n d e r  o f  t h e  f o r e ig n  
e x c h a n g e  m a r k e t  f o r  e s s e n t i a l  p a y m e n t s ,  g o v e r n e d  b y  t h e  o ff ic ia l e x c h a n g e  r a te .  A l th o u g h  th is  
m e c h a n i s m  w o r k e d  w e l l  d u r in g  t h e  y e a r ,  i ts  e x i s te n c e  c o n s t i t u t e d  a n o th e r  e l e m e n t  o f  e x c h a n g e ­
m a r k e t  s e g m e n ta t io n  (o ff ic ia l — a u c t io n - p a r a l l e l—  n o n - b a n k ) ,  a p a r t  f ro m  i n c r e a s in g  i m p o r t e r s '  
u n c e r t a in ty  o v e r  t h e  f in a l  c o s t  o f  f o r e ig n  e x c h a n g e .
In  a n  a t t e m p t  to  s t r e n g t h e n  th e  f in a n c ia l  c a p a c ity  o f  t h e  p u b l ic  s e c to r  f o r  c o n ta in in g  th e  f isc a l 
d e f ic i t  w i th in  m a n a g e a b le  l im i ts ,  f o r  e x e r t i n g  m o r e  in f lu e n c e  o n  th e  d e t e r m i n a t i o n  o f  to t a l  d e m a n d  
a n d  f o r  c o m in g  c lo s e r  to  f u lf i l l in g  t h e  a g r e e m e n t s  m a d e  w i th  t h e  IM F, a  s e t  o f  e c o n o m ic  m e a s u r e s  w a s  
a d o p te d  in  t h e  s e c o n d  q u a r t e r  w h ic h  c o m p r i s e d  t a x  a d ju s tm e n ts  a n d  e x c h a n g e - r a t e  r e g u la t io n s .  
T h e s e  m e a s u r e s  b r o u g h t  t h e  c o n f r o n ta t i o n  b e tw e e n  th e  g o v e r n m e n t  a n d  t h e  CACIF to  i ts  m o s t  c r i t ic a l  
p o i n t ,  g iv in g  r i s e  to  w id e s p r e a d  p r o t e s t s  w h ic h  fo rc e d  th e  a u th o r i t i e s  to  r e p e a l  th e  m e a s u r e s  ta k e n .
F o r  i t s  p a r t ,  t h e  g o v e r n m e n t  p r o p o s e d  to  i n s t i t u t e  a  n a t io n a l  d ia lo g u e  — a  m o m e n t o u s  e v e n t  
w h ic h  s h o u ld  b e  a s s e s s e d  m o r e  fo r  i ts  p o l i t i c a l  s ig n if ic a n c e  t h a n  f o r  i t s  e c o n o m ic  a c h i e v e m e n t s —  
a im e d  a t  i n t e g r a t i n g  a n d  r e c o n c i l in g  t h e  o p p o s in g  p o s i t i o n s  o f  t h e  d i f f e r e n t  e c o n o m ic  a g e n ts .
L i t t l e  b y  l i t t le ,  t h e  e x c h a n g e - r a t e  p o lic y  b e g a n  to  a c q u ir e  m o r e  im p o r t a n c e  a s  t h e  o p e r a t i o n s  o f  
th e  e x t e r n a l  s e c to r  p r o d u c e d  p r o f i t s  o r  lo s s e s ,  a c c o r d in g  to  t h e  e x c h a n g e  s y s te m  u n d e r  w h ic h  
t r a n s a c t i o n s  w e r e  c a r r ie d  o u t.
T h e  d i s c r im in a t io n  b e tw e e n  c o m m e r c ia l  t r a n s a c t i o n s  in  d i f f e r e n t  g o o d s  — b o th  in  t h e  c a se  o f  
e x p o r t s  a n d  i m p o r t s —  h a d  in f la t io n a r y  e f fe c ts  o n  p r o d u c t io n  c o s ts  a n d , in  p a r t i c u l a r ,  g e n e r a t e d  a  
s p e c u la t iv e  a t t i t u d e  a m o n g  th e  a g e n t s  c o n n e c te d  w i th  t h e  e x t e r n a l  s e c to r . T h is  in te n s i f i e d  t h e  
p r e s s u r e s  o n  th e  c u r re n c y .
T h e  C e n t r a l  B a n k , f o r  i t s  p a r t ,  h a d  to  face  r i s i n g  lo s s e s  o n  t h e  e x c h a n g e  r a t e  — e s p e c ia l ly  a t  t h e  
e n d  o f  t h e  y e a r —  s t e m m i n g  f ro m  th e  d i s e q u i l ib r iu m  t h a t  w a s  e m e r g in g  in  t h e  s t a p le  g o o d s  m a r k e t  
( b e tw e e n  t h e  s u p p ly  o f  a n d  d e m a n d  fo r  f o r e ig n  e x c h a n g e  a t  t h e  o ff ic ia l e x c h a n g e  r a t e ) . 2
I n  s u m , m o s t  o f  t h e  in d ic a to r s  r e v e a l  t h a t  t h e  G u a te m a la n  e c o n o m y  su f fe re d  u n p r e c e d e n te d  
im b a la n c e s .  T h e s e  t r a n s m i t t e d  t h e i r  e f fe c ts  to  t h e  p r o d u c t iv e  a p p a r a t u s ,  a n d  in f la t io n ,  u n e m p lo y ­
m e n t  a n d  t h e  fa ll o f  r e a l  w a g e s  c a u s e d  a  m a r k e d  d e t e r i o r a t i o n  in  t h e  a v e r a g e  le v e l  o f  w e l l - b e in g  o f  t h e  
G u a te m a la n  p e o p le .  F u r t h e r m o r e ,  t h e  d e c l in e  in  i n v e s tm e n t  s u g g e s ts  t h a t  t h e  o b s ta c le s  w h ic h  a p p e a r  
to  b e  h o ld in g  b a c k  t h e  c o u n t r y 's  r e c o v e ry  a n d  i t s  c a p a c ity  to  u n d e r t a k e  t h e  in d i s p e n s a b le  s t r u c tu r a l  
c h a n g e s  a re  b e in g  id e n t i f ie d ,  t h o u g h  th e y  a r e  s t i l l  d if f ic u lt  to  m e a s u re .
W o r th y  o f  n o t e ,  h o w e v e r ,  a re  f o u r  p o s i t i v e  s ig n s  t h a t  w i l l  in f lu e n c e  f u tu r e  p r o s p e c t s :  t h e  
r e n e w a l  o f  a  d e m o c r a t i c  p r o c e s s  w h ic h  w il l  f a c i l i ta te  t h e  f o r m a t io n  o f  a  p o l i t ic a l  c o n s e n s u s  to  m a k e  
th e  e f fo r ts  t h a t  m u s t  b e  u n d e r t a k e n  in  t h e  f u tu r e ;  t h e  s t a r t - u p  o f  a  m a jo r  h y d r o e le c t r i c  p l a n t  (w h ic h  
w ill  p r o d u c e  s ig n i f ic a n t  s a v in g s  in  i m p o r t e d  fu e l) ;  t h e  r i s e  in  t h e  p r ic e  o f  c o f fe e , o w in g  to  t h e
At the end of the year purchases in this market accounted for proportions of between 25% and 75% of the main export products. All 
the foreign exchange sold was devoted to the import of fuels and medicines and the servicing of the external debt.
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Table 2
In d ex es (1980  = : 100)
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
T o ta l  su p p ly 89.0 90.5 88.2 124.9 117.1 -6.3 -4 .8 1.7 -2.5
G ro ss d o m es tic  p ro d u c t
at m a rk e t p rices 94.8 95.0 94.1 100.0 100.0 -3.4 -2.7 0.2 -1.0
Im p o rts  o f  goo d s and
serv ices 65.9 72.6 64.9 24.9 17.1 -18.7 -15.0 10.1 -10.6
T o ta l  d e m a n d 89.0 90.5 88 .2 124.9 117.1 -6.3 -4 .8 1.7 -2.5
D o m e s tic  d em an d 91.0 93.3 90.3 102.9 98.7 -6.8 -4.7 2.5 -3.2
G ro ss d o m e s tic  in v e s tm e n t 77.0 79.0 66.1 15.9 11.2 -19.1 -17.5 2.6 -16.3
G ro ss fixed in v e s tm e n t 70.1 61.8 59.8 16.4 10.4 -10.9 -27.0 -11.8 -3.3
C o n s tru c tio n 74.7 52.6 52.2 7.5 4.1 -12.0 -26.4 -29.6 -0.8
M a ch in e ry  and e q u ip m e n t 66.2 69.5 66.1 9.0 6.3 -9.9 -27.6 4 .9 -4.9
P u b lic 72.5 46 .6 42 .8 5.9 2.7 -20.4 -32.2 -35.7 -8.2
P riv a te 68.6 70.4 69.3 10.5 7.7 -3.2 -23.5 2.5 -1.6
T o ta l c o n su m p tio n 93.6 95.8 94.7 87.0 87.6 -4.2 -2.4 2.4 -1.2
G e n e ra l g o v e rn m e n t 104.6 106.1 103.1 8.0 8.7 -1.2 1.4 1.4 -2.8
P riv a te 92.5 94.9 94.0 79.1 78.9 -4.5 -2.9 2.6 -1.0
E x p o rts  o f  goods and
serv ices 80.1 78.1 79.0 22.0 18.4 -3.7 -5.0 -2.5 1.2
Source: ECLAC, on the basis of official figures.
"Preliminary figures. The figures for exports and imports of goods and services were taken from IMF balance-of-payments figures in
current dollars, converted to constant 1980 values by means of unit value indexes calculated by ECLAC for the purpose.
m i s f o r tu n e s  su f fe re d  b y  B r a z i l i a n  c o ffe e  p r o d u c t io n ;  a n d  th e  fa ll  in  th e  p r ic e  o f  h y d r o c a r b o n s  a n d  in  
i n t e r n a t io n a l  i n t e r e s t  r a te s .  H e n c e  th e r e  is  s o m e  r o o m  to  m a n o e u v r e ,  w h ic h  i t  i s  im p e r a t iv e  to  e x p lo i t  
in  a  d e t e r m i n e d  e f fo r t  to  r e n e g o t i a t e  t h e  e x t e r n a l  d e b t  a n d  i n t e g r a t e  t h e  d o m e s t ic  p o l i t ic a l  
a g r e e m e n ts .
2 . T r e n d s  in  e c o n o m i c  a c t iv i ty
a )  Total supply and demand
A ll t h e  v a r ia b le s  o f  to t a l  s u p p ly  a n d  d e m a n d  r e f le c te d  t h e  p r o f o u n d  a n d  g e n e r a l i z e d  n a t u r e  o f  
t h e  p r e s e n t  e c o n o m ic  c r is is .  I n d e e d ,  t h e  r a t e s  o f  d e c l in e  a t t a in e d  m a g n i tu d e s  o f  u p  to  tw o  d ig i t s ,  
e s p e c ia l ly  in  t h e  c a s e  o f  c a p i t a l  f o r m a t io n ,  w h i le  t h e  c o n t r a c t io n  w a s  a ls o  r e c o r d e d  in  a lm o s t  a ll  t h e  
m a c r o e c o n o m ic  v a r ia b le s ,  w h ic h  m e a n t  t h a t  in  t h e  la s t  f iv e  y e a r s  — in c lu d in g  1 9 8 5 —  t h e  t r e n d s  in  
p r o d u c t i o n  h a v e  b e e n  f a r  f ro m  s a t is f a c to ry  ( s e e  t a b le  2 ).
A f te r  t h e  v i r tu a l  s t a g n a t io n  r e g i s t e r e d  in  t h e  p r e c e d in g  y e a r ,  1985 w i tn e s s e d  a  f u r th e r  fa ll 
( - 1 .0 % )  in  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  so  t h a t  i t s  a b s o lu te  le v e l  w a s  a r o u n d  t h a t  a c h ie v e d  s e v e n  y e a r s  
b e f o re .  B e s id e s  t h i s ,  t h e  d e c l in e  in  to t a l  su p p ly  w a s  e v e n  m o r e  p r o n o u n c e d  ( - 2 .5 % ) ,  o w in g  to  t h e  
d if f ic u l t ie s  in  o b t a i n i n g  im p o r t e d  g o o d s . T h e  p e r s i s t e n c e  o f  t h e s e  d if f ic u l t ie s  c r e a te d  t e n s io n s  in  t h e  
p r o d u c t iv e  a p p a r a tu s  t h a t  a f fe c te d  e v e n  th e  s t r u c tu r a l  r e l a t i o n s h ip s .  W h e r e a s  in  1975  i m p o r t s  
r e p r e s e n t e d  2 4 .3 %  o f  t h e  p r o d u c t  a n d  in  198 0  t h e  p r o p o r t i o n  a m o u n te d  to  2 4 .9 % ,  in  1985  i t  fe ll  to  
1 7 .1 % .
D o m e s t ic  d e m a n d  c o n t r a c te d  e v e n  m o r e  d r a s t ic a l ly ,  p a r t i c u la r ly  o w in g  to  t h e  r e d u c e d  e x p e n d i ­
tu r e  o f  t h e  p u b l ic  s e c to r ,  a n d  in  a  l e s s e r  d e g r e e ,  to  t h e  in f lu e n c e  o f  th e  p r i v a t e  s e c to r .  A s  a  r e s u l t  o f  t h e  
t i g h t n e s s  o f  p u b l ic  f in a n c e s ,  a n d  in  a n  e f fo r t  to  m e e t  t h e  t a r g e t s  s e t  b y  t h e  I n t e r n a t i o n a l  M o n e ta r y  
F u n d ,  t h e  g o v e r n m e n t  a d o p te d  a n  a u s te r e  e x p e n d i t u r e  b u d g e t  a t  t h e  b e g in n in g  o f  t h e  y e a r .  A t  t h e  e n d  
o f  t h e  p e r io d  t h e  a c tu a l  f ig u re s  r e f le c te d  le v e ls  e v e n  lo w e r  t h a n  t h o s e  o r ig in a l ly  b u d g e te d  in  s e v e ra l
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i t e m s ,  a b o v e  a ll in  c a p i t a l  f o r m a t io n .  H e n c e ,  in  r e a l  t e r m s ,  p u b l ic  i n v e s tm e n t  a g a in  d e c l in e d  ( -8 .1 % )  
fo r  t h e  f o u r th  y e a r  r u n n i n g  a n d  th e  n e g a t iv e  e f fe c ts  w e r e  p r o b a b ly  e v e n  g r e a t e r  in  r e a l i ty ,  s in c e  th is  
r e d u c e d  le v e l  o f  i n v e s tm e n t  in c lu d e d  th e  e x e c u t io n  o f  r e p a i r s  to  a  m a jo r  h y d r o e le c t r i c  p r o je c t .  G e n e r a l  
g o v e r n m e n t  c o n s u m p t i o n ,  f o r  i t s  p a r t ,  w e n t  d o w n  b y  2 .8 % ,  e s p e c ia l ly  in  r e s p e c t  o f  so c ia l s e rv ic e s  
( h e a l th  a n d  e d u c a t io n ) ;  th i s  w a s  p a r t i a l ly  o f fs e t  b y  in c r e a s e s  in  e x p e n d i tu r e  o n  g e n e r a l  a d m i n i s t r a ­
t io n ,  s e c u r i ty  a n d  d e fe n c e ,  a lo n g  w i th  t h e  s e r v ic in g  o f  t h e  p u b l ic  d e b t.
W i t h  r e g a r d  to  S ta te  i n v e s tm e n t ,  w h a t  i s  m o s t  s ig n i f ic a n t  is  n o t  so  m u c h  th e  f ig u re s  f o r  1985 a s  
t h e  d e c l in e  o b s e rv e d  o v e r  t h e  p a s t  f iv e  y e a r s .  W h e r e a s  in  1 9 8 0 p u b l ic  i n v e s tm e n t  r e p r e s e n t e d  5 .9 %  o f  
th e  g r o s s  d o m e s t i c  p r o d u c t ,  in  1985 t h e  p r o p o r t i o n  w a s  d o w n  to  2 .7 % . S e c o n d ly , th e s e  d im in i s h e d  
a m o u n t s  o f  i n v e s tm e n t  c o n t in u e d  to  b e  c o n c e n t r a t e d  in  a  s m a ll  n u m b e r  o f  la rg e  p r o je c t s  (e .g ., th e  
C h ix o y  h y d r o e le c t r i c  p l a n t  a n d  th e  p o r t  o n  th e  P a c if ic ) ,  so  t h a t  t h e i r  e f fe c ts  h a v e  b e e n  in c r e a s in g ly  
r e s t r i c t e d  b o th  f ro m  a  g e o g r a p h ic a l  a n d  a  s e c to ra l  s t a n d p o in t .  T h ir d ly ,  a  s e r io u s  d e t e r io r a t i o n  
o c c u r r e d  in  t h e  e x i s t i n g  in f r a s t r u c tu r e ,  b o th  e c o n o m ic  ( h ig h w a y s ,  b r id g e s ,  p o r t s )  a n d  so c ia l ( h o s p i ­
ta l s ,  s c h o o ls ) ,  t h e  r e p a i r  o r  r e p l a c e m e n t  c o s ts  o f  w h ic h  w ill  h a v e  e n o r m o u s  r e p e r c u s s io n s  in  th e  
fu tu re . F in a l ly ,  t h e r e  w a s  a  g r o w in g  b a c k lo g  in  t h e  s a t is f a c t io n  o f  th e  d e m a n d  f o r  so c ia l s e rv ic e s  a n d  
e c o n o m ic  in f r a s t r u c tu r e  fo r  a  p o p u l a t i o n  in  a  s ta te  o f  p e r m a n e n t  a n d  r a p id  g r o w th .
P r i v a te  i n v e s tm e n t  a ls o  d e c l in e d ,  a l th o u g h  to  a  le s s e r  d e g r e e  ( - 1 .5 % ) ,  a f te r  h a v in g  b e g u n  to  
s h o w  s ig n s  o f  r e c o v e r y  in  198 4 . T h is  v a r ia b le  h a d  in  an y  c a se  s h o w n  a  d e c l in in g  t r e n d  t h r o u g h o u t  
r e c e n t  y e a r s ,  i t s  s h a r e  in  t h e  p r o d u c t  f a l l in g  f ro m  1 2 .7 %  in  1975  to  1 0 .5 %  in  1 9 8 0 , a n d  to . 7 .7 %  in  
1 9 8 5 . I n  t h e  l a t t e r  y e a r  t h e  c o n t r a c t io n  w a s  l in k e d  w i th  t h e  u n c e r ta in ty  ty p ic a l  o f  a n  e le c t io n  y e a r ,  w i th  
t h e  m i s t r u s t  c r e a te d  b y  e x c h a n g e - r a t e  d i s o r d e r s ,  a n d  w i th  t h e  d e p r e s s io n  o f  d e m a n d  in  t h e  c o u n try  
i t s e l f  a n d  in  C e n t r a l  A m e r ic a  a s  a  w h o le .  W i t h i n  th i s  f a r  f ro m  p r o p i t i o u s  f r a m e w o rk ,  t h e r e  w a s  th e  
f u r th e r  p r o b le m  o f  r e d u c e d  S ta te  s u p p o r t  f o r  t h e  p r i v a t e  s e c to r ,  n o t  o n ly  in  t h e  p r o v i s io n  o f  e c o n o m ic  
in f r a s t r u c tu r e  a n d  su b s id y  p r o g r a m m e s ,  b u t  a lso  in  r e s p e c t  o f  f isc a l e x e m p t i o n s  a n d  th e  fa ll in  c r e d i t  
a s s i s ta n c e  c a u s e d  b y  th e  g r o w in g  f isc a l c o n s t r a in t s .
A ll  in  a ll , t h e  p r o l o n g e d  w e a k e n in g  o f  t h e  e f fo r t  a t  a c c u m u la t io n  r e p r e s e n t e d  a n  a la r m in g  
d e c l in e  in  c a p i ta l  s to c k  in  s o m e  p r o d u c t iv e  sectors — e s p e c ia l ly  in d u s t r y ,  a g r ic u l tu r e  a n d  t r a n s p o r t — , 
w i th  r e p e r c u s s i o n s  t h a t  a re  lik e ly  to  b e  f e l t  in  t h e  lo n g  a n d  m e d iu m  te r m .
A n o t h e r  i n d i c a to r  o f  e c o n o m ic  d e t e r i o r a t i o n  w a s  p r i v a t e  c o n s u m p t io n .  I n  1985 i t  d e c l in e d  o n c e  
a g a in  a f te r  h a v i n g  s h o w n  s ig n s  o f  r e c o v e ry  in  1984 . A v e r a g e  p e r  c a p i ta  c o n s u m p t io n  h a s  f a l le n  
s te a d ily  d u r in g  t h e  la s t  f iv e  y e a r s :  a  f a c to r  w h ic h  h a s  a l te r e d  th e  c o m p o s i t io n  o f  f in a l  d e m a n d ,  
c o n c e n t r a t i n g  i t  o n  t h e  a c q u is i t io n  o f  s t r ic t ly  e s s e n t ia l  g o o d s  in  t h e  c a se  o f  t h e  le s s  p r iv i l e g e d  s t r a t a  o f  
th e  p o p u la t i o n .  T h is ,  c o u p le d  w i th  t h e  d r o p  in  r e a l  w a g e s ,  in  e m p lo y m e n t  a n d  in  t h e  so c ia l  s e rv ic e s  
p r o v id e d  b y  t h e  p u b l ic  s e c to r ,  h a s  m e a n t  a n  i m p o v e r i s h m e n t  o f  l iv in g  c o n d i t io n s  a n d  s h o w s  t h a t  a  
l a r g e  p a r t  o f  t h e  b u r d e n  o f  a d ju s tm e n t  h a s  f a l le n  o n  th e  p o o r e s t  so c ia l  g r o u p s .  F u r t h e r m o r e ,  d u r in g  
th e  s e c o n d  h a l f  o f  t h e  y e a r  t h e r e  w a s  a  c e r t a in  sc a rc ity  o f  a r t ic le s  o f  m a s s  c o n s u m p t io n .
E x p o r t s  o f  g o o d s  a n d  s e rv ic e s ,  t h o u g h  th e y  r e c o v e r e d  s l ig h t ly  ( 1 % ) ,  w e r e  f a r  f ro m  r e g a in in g  
t h e  le v e l  o f  p r e v i o u s  y e a r s .  O n c e  a g a in  in  th i s  c a s e  th e  fa ll in  t h e  p r e c e d in g  y e a r s  w a s  so  p r o n o u n c e d  
a n d  s u s ta in e d  t h a t  t h e  s h a r e  o f  e x t e r n a l  s a le s  in  t h e  p r o d u c t  d r o p p e d  f ro m  2 2 %  in  1 9 8 0  to  1 8 .4 %  in  
1985.
S a le s  to  C e n t r a l  A m e r ic a  w e r e  d r a s t ic a l ly  l im i te d  b y  th e  in s u f f ic ie n t  p a y m e n t  c a p a c ity  o f  th e  
c o u n t r i e s ,  to  s u c h  a n  e x t e n t  t h a t  in  19 8 5  th e  r e d u c t io n  r e c o r d e d  in  th i s  ty p e  o f  t r a d e  n e u t r a l i z e d  th e  
r i s e  in  s a le s  to  t h e  r e s t  o f  t h e  w o r ld .  H e n c e ,  i t  w a s  t h e  t r a d i t i o n a l  a g r ic u l tu r a l  e x p o r t  p r o d u c t s  w h ic h  
w e r e  r e s p o n s ib l e  fo r  t h e  v e ry  s l ig h t  r e v iv a l  r e c o r d e d  d u r in g  th e  y e a r .
b )  Trends in the main sectors
M o s t  o f  t h e  p r o d u c t iv e  a c t iv i t ie s  d is p la y e d  n e g a t iv e  t r e n d s  a n d  th o s e  w h ic h  a c h ie v e d  g r o w th  
d id  so  m o r e  m o d e r a t e ly  t h a n  in  t h e  p r e v io u s  y e a r .  G o o d s  p r o d u c t io n  c o n t r a c te d  in  a ll b r a n c h e s ,  a n d  
th e  d e c l in e  in  t h i s  s e c to r  a s  a  w h o le  h a s  b e e n  c o n t in u o u s  s in c e  1982 . B a s ic  s e rv ic e s  in c r e a s e d ,  h o w e v e r ,  
d u e  to  t h e  p e r f o r m a n c e  o f  t h e  e le c tr ic i ty  s e c to r ,  a n d  " o th e r  s e rv ic e s "  c o n t r a c te d  so le ly  o n  a c c o u n t  o f  
t h e  lo w e r  a g g r e g a t e  v a lu e  o f  c o m m e r c e .  O n  th e  o t h e r  h a n d ,  t h e  d y n a m ic  e v o lu t io n  o f  f in a n c e  w a s  
s t r i k in g  w i t h i n  a  d e p r e s s iv e  m a c r o e c o n o m ic  f r a m e w o r k ,  o w in g  to  t h e  i n t e n s e  f in a n c ia l  i n t e r m e d ia ­
t io n  a c tiv i ty  p a r t l y  a s s o c ia te d  w i th  t h e  t r a n s a c t i o n s  s t im u la te d  b y  e x c h a n g e - r a t e  u p s e t s  a n d  in f la t io n  
( s e e  ta b le  3 ).
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Table 3
In d ex es  (1980 == 100)
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985* 1980 19856 1982 1983 1984 19856
G ro ss  d o m e s tic  p ro d u c t 94 .8 9 5 .0 94.1 100.0 100.0 -3 .4 -2 .7 0.2 -1 .0
G o o d s 92 .0 90 .9 89.9 50.1 47.5 -4.5 -4.4 -1.2 -1.1
A g r ic u ltu re ' 96.5 98.4 97.6 27.1 25.1 -3.0 -1.7 2.0 -0.8
M in in g 63.5 52.7 43.9 0.7 0.3 13.8 -12.1 -17.0 -16.7
M a n u fac tu rin g 90.1 90.6 89.4 17.6 16.7 -5.2 -1.9 0.5 -1.3
C o n s tru c tio n 77.4 54.5 54.1 4.6 2.7 -11.6 -26.4 -29.6 -0.7
B a sic  se rv ices 93 .6 96 .4 97.7 5.7 5.8 -4.1 -0.7 3.0 1.3
E lec tric ity , gas and  w a te r  
T ra n s p o r t ,  s to rag e  and
96.9 101.5 105.9 1.3 1.4 -2.1 -0.6 4.7 4.4
co m m u n ica tio n s 92.6 95.0 95.2 4.4 4.4 -4.7 -0.7 2.5 0.3
O th e r  se rv ices  
C o m m erce , r e s ta u ra n ts
98 .3 99.7 98.5 44 .3 46 .3 -2 .0 -1.2 1.4 -1 .2
and h o te ls
F in an c ia l in s t i tu t io n s , 
in su ra n c e , real e s ta te  and
91.1 91.8 88.1 22.5 21.1 -5.6 -4.1 0.8 -4.0
b u sin e ss serv ices 105.4 107.4 110.1 7.7 9.0 2.0 -0.9 1.9 2.5
O w n e rsh ip  o f  d w ellin g s 
C o m m u n ity , social and
108.0 109.9 112.1 4.9 5.8 2.6 2.6 1.8 2.0
p e rso n a l se rv ices 105.9 107.9 108.6 14.0 16.2 1.4 2.0 1.9 0.6
G o v e rn m e n t se rv ices 113.6 116.9 118.0 6.4 8.7 3.9 4.7 2.9 1.0
Source: ECLAC, on the basis of official figures.
"At 1980 market prices. Preliminary figures. cIncludes the livestock sector, forestry and fishing.
i)  The agricultural sector. A s  a  w h o le ,  t h e  a g r ic u l tu r a l  s e c to r  h a s  d is p la y e d  a  c a p a c ity  to  r e s is t  
t h e  c r i s i s ,  s in c e  a l t h o u g h  i t  su f fe re d  s y s te m a t ic  d e c l in e s  d u r in g  th e  f iv e  p r e v io u s  y e a r s ,  th e s e  w e r e  le s s  
p r o f o u n d  t h a n  t h o s e  o f  t h e  to t a l  p r o d u c t .  D u r i n g  1 9 8 5 , a f te r  t h e  r e v iv a l  o f  t h e  p r e c e d in g  y e a r ,  
a g r ic u l tu r a l  o u t p u t  c o n t r a c t e d  o n c e  a g a in  ( -0 .8 % )  o w in g  to  a  c o m b in a t io n  o f  o p p o s in g  r e s u l t s .  S o m e  
c r o p s  e x p a n d e d ,  w h i le  o t h e r s  d e c l in e d ;  l iv e s to c k  p r o d u c t io n  w e n t  d o w n ,  a n d  p o u l t r y - r a i s in g  a n d  
fo re s t ry  s t a g n a te d .
A s id e  f ro m  th e  s t r u c tu r a l  p r o b le m s  t h a t  h a v e  lo n g  a f fe c te d  th e  a g r ic u l tu r a l  s e c to r  — m o s t  o f  
t h e m  l in k e d  w i t h  t h e  a g r a r ia n  s t r u c tu r e ,  f i n a n c in g  a n d  te c h n o lo g y —  n e w  d if f ic u l t ie s  a r o s e  a s  a  r e s u l t  
o f  t h e  c r i s i s  a n d  t h e  a d ju s tm e n t  p o l i c ie s ,  w h i le  t h e  e x i s t i n g  o n e s  b e c a m e  m o r e  a c u te . S o m e  c r o p s  w e r e  
f a c e d  w i t h  a lm o s t  in s u p e r a b l e  f in a n c ia l  o b s ta c le s ;  o t h e r s  su f fe re d  f ro m  o b s o le s c e n t  t e c h n o lo g y ;  m o s t  
o f  t h e  e x p o r t  p r o d u c t s  e n c o u n te r e d  u n s t a b le  m a r k e t s  a n d  r i s in g  c o s ts ;  p r o d u c t io n  fo r  d o m e s t ic  
c o n s u m p t i o n  la c k e d  a d e q u a te  r e s o u r c e s ,  a n d  t h e r e  w a s  a  p r o c e s s  o f  d e c a p i ta l i z a t io n .
A g a in s t  t h i s  u n p r o p i t i o u s  b a c k g r o u n d ,  t h e  o v e r a l l  r e s u l t s  o f  t h e  a g r ic u l tu r a l  s e c to r  c o u ld  n o t  b e  
d e s c r ib e d  a s  u n s a t is f a c to ry .  I t  is  e s t im a te d  t h a t  t h e  c o ffe e  h a r v e s t  f o r  t h e  1 9 8 6 /1 9 8 7  cy c le  w il l  
p r o b a b ly  s h o w  a  s a t is f a c to ry  g r o w t h  r a t e  ( 7 % ) ;  n o n e th e l e s s ,  c o m p a r e d  w i th  t h e  c a le n d a r  y e a r  1985 
t h e r e  w a s  a  c o n t r a c t io n  o f  6 %  t h r o u g h  t h e  e f fe c t o f  t h e  p a r t i c u la r ly  p o o r  h a r v e s t  o f  th e  p r e v io u s  cy c le  
( 1 9 8 5 /1 9 8 6 ) .  A t  a ll  e v e n t s ,  c o f fe e -g r o w in g  r e s i s t e d  t h e  a d v e r s e  e f fe c ts  o f  u n s ta b le  p r ic e s  a n d  
p e r s i s t e n t  c o s t  i n c r e a s e s ,  s in c e  t h e  p h y s ic a l  v o lu m e  r e m a in e d  a r o u n d  3 .6  m i l l io n  q u in t a l s  ( s e e  
t a b le  4 ) .
T h e  f in a n c ia l  p r o b l e m s  o f  c o f f e e -g r o w in g  c a u s e d  d i s t o r t i o n s  in  t h e  m a r k e t i n g  o f  t h i s  c r o p  a n d  
t h e  g a in s  o r  lo s s e s  o n  t h e  e x c h a n g e  r a t e ,  a c c o rd in g  to  t h e  p e r io d  in  w h ic h  th e  e x t e r n a l  t r a n s a c t io n s  
w e r e  m a d e  a n d  th e  m a r k e t s  in  w h ic h  th e y  to o k  p la c e . O n  t h e  o n e  h a n d ,  t h e  r e s t r i c t i v e  m o n e ta r y  p o lic y
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l im i te d  t h e  f in a n c ia l  r e s o u r c e s  f o r  s u p p o r t i n g  p r o d u c t io n  a n d  m a i n t a i n i n g  s e a s o n a l  s to c k s . O n  th e  
o t h e r  h a n d ,  t h e  d i f f e r e n t ia l  e x c h a n g e  r a te s  r e w a r d e d  s a le s  o n  n e w  m a r k e t s  o u t s id e  t h e  q u o ta  a r e a  
b e c a u s e  o f  p a y m e n t  in  f o r e ig n  c u r re n c y  t h a t  c o u ld  b e  n e g o t i a t e d  in  t h e  p a r a l l e l  m a r k e t ,  w h e r e a s  s a le s  
w i t h i n  t h e  q u o ta  h a d  to  b e  t r a n s a c t e d  in  t h e  c o m m o d i t i e s  m a r k e t .  T h is  s t im u la te d  e x p o r t s  to  t h e  n e w  
m a r k e t s ,  a l t h o u g h  a t  t h e  e x p e n s e  o f  f a i lu re  to  c o m p ly  w i th  t h e  q u o ta  a n d  w i th  a  c o n s e q u e n t  r e d u c t io n  
o f  t h e  n a t io n a l  a v e r a g e  p r ic e  in  d o l l a r s .3
C o t to n  p r o d u c t i o n ,  w h ic h  in  t h e  1 9 7 0 s  w a s  s e c o n d  in  i m p o r t a n c e  to  c o ffe e , g r e w  b y  7 .6 %  in  
1985 o w in g  to  a n  e x p a n s io n  o f  t h e  a r e a  s o w n  r a t h e r  t h a n  to  a  r e c o v e ry  o f  t h e  y ie ld s . T h is  w a s  o n e  o f  
t h e  a c t iv i t ie s  m o s t  a ffe c te d  b y  th e  c r is is .  D u r i n g  th e  p e r io d  1 9 8 0 -1 9 8 3  th e  h a r v e s t s  fe ll a p p re c ia b ly  
a n d  p e r s i s t e n t ly  o w in g  to  d e c l in e s  in  p r o d u c t iv i ty  a n d  e s p e c ia l ly  in  t h e  a re a  s o w n , w h ic h  d r o p p e d  
f ro m  s l ig h t ly  o v e r  184 0 0 0  manzanas*  to  le s s  t h a n  8 0  0 0 0  in  1983  a s  a  r e s u l t  o f  lo w  i n t e r n a t io n a l  
p r ic e s  a n d  r i s e s  in  p r o d u c t io n  c o s ts .5
I n  1985 th e  in c e n t iv e  o f  b e in g  a b le  to  n e g o t i a t e  o n  th e  p a r a l l e l  e x c h a n g e  m a r k e t  s o m e  5 0 %  o f  
t h e  f o r e ig n  c u r re n c y  o b ta in e d  f ro m  th e  e x p o r t s  o f  t h e  1 9 8 5 /1 9 8 6  c r o p  r e s to r e d  p a r t  o f  t h e p r o f i t a b i l -
T a b le  4
G U A T E M A L A : I N D IC A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N  1
G ro w th  races
1975 1980 1983 1984 1985°
1982 1983 1984 1985°
In d e x e s  o f  a g r ic u ltu ra l  
p r o d u c t io n
(1975 =  100) 100.0 116.9 112.8 115.1 114.2 -3 .0 -1.7 2 .0 -0 .8
C ro p  farm ing 100.0 114.2 106.8 110.9 -3.4 -4.5 3.8
Stock ra ising  
P ro d u c t io n  o f  th e
100.0 118.7 118.8 117.8 -1.3 1.0 -0.8
m a in  c ro p s
F o r e x p o rt
Coffee' 3 570 3 628 3 650 3 840 3 617 -1.7 -1.8 5.2 -5.8
C o tto n ' 2  277 3 140 1 323 1 378 1 483 -39.9 -28.2 4.1 7.6
B a n an as 11 494 16 260 13 492 13 538 16 000 2.8 -20.8 -0.4 18.2
S ugar c an e '
F o r d o m es tic  co n su m p tio n
92 101 120 121 122 14.3 -11.7 1.1 0.6
M aize' 20 294 20 602 22 004 25 063 24  186 9.2 -6.1 13.9 -3.5
B eans' 3 270 1 319 2  018 2  283 2  485 18.7 -6.4 13.2 8.8
R ice '
In d ic a to r s  o f  s to c k ­
r a i s in g  p r o d u c t io n
S tocks
1 002 917 995 980 835 48.6 -8.6 -1.5 -14.8
C attle '' 2  374 2  276 2  356 4.4 -12.8 3.5
S lau g h te rin g
C a ttle '
O th e r  p ro d u c ts
323 316 315 -10.1 8.2 -0.4
M ilk* 275 243 248 3.9 -17.9 2.1
Eggs* 71 83 90 - 6.4 8.4
Source: liCLAC on the basis of official figures.
"Preliminary figures. On the basis of figures at 19A8 prices. 'Thousands >f quintals. ' Thousands of hands. 'Millions of 
quintals. Thousands of head. "Millions of litres. 'Millions of dozens.
1 The last two weeks of the year saw a sustained increase in the international price, attributable to coffee-growing problems in Brazil; this 
had little effect, however, since most of the operations had already been carried out at the old prices.
4 A manzana equals 0.1 hectares.
5 The average yield and profitability have fallen for purely technological reasons, such as genetic aging of the seeds, growing immunity of 




G U A T E M A L A : I N D IC A T O R S  O F  M I N I N G  P R O D U C T I O N
Table 5
In d ex  o f  \ ' a lue  added 
(1979  =  100)
G ro w th  ra tes
1980 1983 1984 1985° 1982 1983 1984 1985"
In d e x  o f  m in in g  
p r o d u c t io n 171.3 109.3 89.0 81.4 12.8 -11 .0 -1 8 .6 -16 .5
P ro d u c t io n  o f  so m e
im p o r ta n t  m in e ra ls
P e tro le u m 263.1 378.7 254.9 174.6 39.3 4.0 -32.7 -31.5
M in e ra ls 193.7 43.0 42.8 73.9 6.5 -36.5 -0.5 -20.9
G ravel and sand 116.5 119.1 112.4 100.7 -9.1 2.0 -5.6 -10.4
S alt 88.9 166.6 171.4 190.4 20.0 25.0 2.9 11.1
Source: ECI.AC, on the basis of official figures. 
"Preliminary figures.
ity  a n d  s t im u la t e d  th e  e x p a n s io n  o f  t h e  a r e a  c u l t iv a te d .  N o n e t h e l e s s ,  t h e  a c c u m u la t io n  o f  lo s s e s  a n d  
u n fu lf i l le d  f in a n c ia l  c o m m i t m e n t s  w i th  t h e  n a t io n a l  b a n k in g  s y s te m  c a u s e d  a  l a r g e  g r o u p  o f  p r o d u c ­
e r s  to  w i th d r a w  f ro m  th e  a c t iv i ty  in  fa c e  o f  t h e  im p o s s ib i l i ty  o f  o b t a in in g  n e w  c r e d i ts .
T h e r e  w a s  a n  in c r e a s e  — n o w  a lm o s t  i m p e r c e p t ib l e —  in  s u g a r  c a n e  o u tp u t  a f te r  t h e  d if f ic u lt ie s  
e x p e r ie n c e d  in  1 9 8 3 . T h is  c r o p  to o  w a s  in  a  p r e c a r io u s  s i tu a t io n ,  n o t  o n ly  b e c a u s e  o f  t h e  fa ll  in  its  
i n t e r n a t io n a l  p r i c e  a n d  i ts  p o o r  p r o s p e c t s  o f  r e c o v e ry ,  b u t  a lso  o w in g  to  t h e  w e a k n e s s  o f  d e m a n d  
th r o u g h  th e  c o m p e t i t i o n  o f  s u b s t i t u t e  p r o d u c t s  a n d  to  t h e  r i s e  in  p r o d u c t io n  c o s ts .
S u g a r  p r o d u c e r s  r e c e iv e d  e x c h a n g e  in c e n t iv e s  t h a t  im p r o v e d  t h e  p r o f i ta b i l i ty  o f  t h e  c ro p .  E v e n  
so , t h e  q u o ta  a s s ig n e d  to  G u a te m a la  d u r in g  th e  y e a r  in  q u e s t io n  (1 .6  m i l l io n  q u in ta l s )  in  t h e  U n i t e d  
S ta te s  m a r k e t  w a s  a  d r a s t i c  r e d u c t io n  ( - 3 2 % )  o n  t h a t  o f  t h e  p r e v io u s  y e a r . O u tp u t  r e s p o n d e d  to  th e  
s t im u l i  o f  d o m e s t ic  c o n s u m p t i o n  a n d  th e  p o t e n t i a l  o f  t h e  f r e e  m a r k e t s ,  b u t  t h e r e  r e m a in e d  s u b s ta n t i a l  
m a r g i n s  o f  id le  c a p a c ity  in  t h e  r e f in in g  in d u s try .
A s  r e g a r d s  p r o d u c t s  f o r  d o m e s t ic  c o n s u m p t io n ,  t h e  m o d e r a t e  d e c l in e  in  t h e  m a iz e  h a r v e s t  
( - 3 .5 % )  w a s  n o t ic e a b le  a f te r  t h e  r e c o v e ry  o f  t h e  y e a r  b e fo re . T h is  w a s  d u e  to  t h e  e f fe c ts  o f  a  b r ie f  
d r o u g h t ,  c e r ta in  p r o b l e m s  in  t h e  s u p p ly  o f  in p u t s ,  a n d  th e  s e t t in g  o f  o n ly  m o d e r a t e  g u a r a n t e e d  p r ic e s  
b y  th e  N a t i o n a l  A g r ic u l tu r a l  M a r k e t in g  I n s t i t u t e  (IN D E C A ), b e c a u s e  o f  t h e  p r e v io u s  f a v o u ra b le  
h a r v e s t  a n d  t h e  n e e d  to  a v o id  in f la t io n a r y  p r e s s u r e s ;  i t  w a s  a lso  a ffe c te d  b y  t h e  e x p a n s io n  o f  t h e  a r e a  
s o w n  w i th  c o t to n  a t  t h e  e x p e n s e  o f  t h a t  o f  m a iz e :  F a c e d  w i th  t h e  p r o s p e c t  o f  a  fa ll in  p r o d u c t io n ,  
IN D EC A  r a is e d  t h e  g u a r a n t e e d  p r ic e s ,  b u t  i t  d id  so  a t  a  t im e  w h e n  d e c is io n s  o n  p l a n t i n g  c o u ld  n o  lo n g e r  
b e  c h a n g e d ,  a t  le a s t  f o r  t h e  f i r s t  h a r v e s t  o f  t h e  y e a r .
T h e  o t h e r  b a s ic  c o n s u m p t i o n  p r o d u c t  t h a t  d e c l in e d  w a s  r ic e  ( - 1 5 % ) ,  o w in g  to  a  c o n t r a c t io n  in  
t h e  a r e a  s o w n  ( - 1 0 % )  a n d  to  t h e  lo w e r  a v e r a g e  y ie ld  a t t r ib u t a b l e  to  p e s t s .  T h e  b e a n  c r o p ,  o n  th e  o th e r  
h a n d ,  in c r e a s e d  b y  9 % ,  w i th  t h e  i n d u c e m e n t  o f  a  r i s e  in  t h e  s u p p o r t  p r ic e .  B a s ic - g ra in  p r o d u c t io n  a s  a  
w h o le  s u f fe re d  a  s l ig h t  d e c l in e ,  b u t  th i s  d id  n o t  c a u s e  s e r io u s  p r o b le m s  o f  su p p ly .
ii)  Mining and hydrocarbons. F o r  t h e  t h i r d  y e a r  in  a  r o w  t h i s  a c tiv i ty  e x p e r ie n c e d  a  fa ll w h ic h  
a f fe c te d  a lm o s t  a l l  t h e  b r a n c h e s  t h a t  c o m p o s e  i t  ( s e e  t a b le  5 ) . In  o r d e r  to  e n c o u r a g e  th e  p r iv a t e  s e c to r  
a n d  f o r e ig n  in v e s to r s  to  in te n s ify  t h e  e x p l o i t a t i o n  o f  t h e  c o u n t r y 's  m i n i n g  r e s o u r c e s ,  t h e  b e g in n in g  o f  
t h e  s e c o n d  h a l f  o f  t h e  y e a r  s a w  t h e  u n i f ic a t io n  o f  m in in g  le g i s la t io n ,  w h ic h  h a d  b a s ic a lly  b e e n  
c o m p o s e d  o f  t h r e e  d i f f e r e n t  le g a l  i n s t r u m e n t s .6 A l th o u g h  n o  r e s u l t s  h a v e  b e e n  o b ta in e d  a s  y e t ,  t h e  
n e w  le g a l  i n s t r u m e n t  w il l  o f fe r  m o r e  r i g h t s  a n d  c o n c e s s io n s  to  t h e  i n v e s to r  a n d  d e m a n d  le s s  in  
r e s p e c t  o f  r o y a l t ie s  a n d  c o m m i t m e n t s  to  t h e  S ta te .  I n  t h e  c a s e  o f  h y d r o c a r b o n s ,  t h e  g r a d u a l  d e p le t i o n  
o f  t h e  t h r e e  m a i n  w e l l s  in  e x p l o i t a t i o n  ( R u b e l s a l to ,  C h in a y á  O e s te  a n d  C a r ib e )  a n d  t h e  la c k  o f  i n te r e s t
6 The Mining Code, issued in 1961, the Quarrying Law of 1969, and the Law on the Promotion of Small Enterprises of 1985.
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o n  th e  p a r t  o f  i n t e r n a t i o n a l  c o m p a n i e s  in  m a k i n g  m o r e  i n v e s t m e n t s  — o w i n g  to  t h e  h i g h  c o s t s  o f  
p r o d u c t i o n  a n d  t h e  w e a k e n i n g  o f  e x t e r n a l  m a r k e t s —  c a u s e d  t h e  1985 o u t p u t  to  fall to  less  t h a n  h a l f  
( 4 6 % )  o f  t h a t  a c h i e v e d  in  1 9 8 3 ,  t h u s  c o v e r i n g  a p p r o x i m a t e l y  9 %  o f  n a t i o n a l  c o n s u m p t i o n .
iii)  M anufacturing. S in c e  1981 m a n u f a c t u r i n g  h a s  s y s t e m a t i c a l l y  d e c l i n e d ,  i n t e r r u p t e d  o n ly  by  
t h e  v i r t u a l  s t a g n a t i o n  r e g i s t e r e d  in  1984 ( s e e  t a b l e  6) .
T h e  d e p r e s s i o n  o f  d o m e s t i c  d e m a n d  c o n t i n u e d  to  e x e r t  a  n e g a t i v e  in f lu e n c e  o n  i n v e s t m e n t  a n d  
p r o d u c t i o n  d e c i s i o n s  i n  t h e  e n t r e p r e n e u r i a l  s e c to r .  T h e  c o n s u m e r  p r o t e c t i o n  l a w  e s t a b l i s h e d  p r i c e  
c e i l i n g s  for  m a n y  p r o d u c t s ,  s o m e  o f  w h i c h  w e r e  i n s u f f i c i e n t  to  c o v e r  p r o d u c t i o n  c o s t s  a n d  c a u s e d  
s o m e  t e m p o r a r y  sc a rc i ty  in  s e v e ra l  o f  t h e s e  i t e m s .  M o r e o v e r ,  o t h e r  f a c to r s  w e r e  i n v o lv e d :  c o s t  
i n c r e a s e s  in  t e r m s  o f  n a t i o n a l  c u r r e n c y ,  a s  t h e  i m p o r t a t i o n  o f  i n p u t s  w a s  g r a d u a l l y  t r a n s f e r r e d  f ro m  
th e  c o m m o d i t i e s  e x c h a n g e  m a r k e t  to  t h e  p a r a l l e l  m a r k e t ;  p r o b l e m s  o f  s u p p l y  o f  i n t e r m e d i a t e  g o o d s  
— w h e n  i t  w a s  d i f f ic u l t  to  o b t a i n  t h e  n e c e s s a r y  f o r e i g n  e x c h a n g e — , a n d  s p e c u l a t i v e  p r i c e  d i s t o r t i o n s  
in  s o m e  p e r i o d s ,  l i n k e d  w i t h  t h e  a p p l i c a t i o n  o f  e x c h a n g e  o r  t a x a t i o n  m e a s u r e s .  F r o m  a n o t h e r  a n g l e ,  
t h e  c o n t r a c t i o n  o f  i n t r a - r e g i o n a l  t r a d e  h a d  a  d i r e c t  d e p r e s s i v e  effec t  o n  t h e  m a n u f a c t u r i n g  s e c to r ,  
w h i c h  is  t h e  m a i n  s e c to r  e n g a g e d  in  t h i s  t r a d e ,  a n d  e x c h a n g e  r i g id i t i e s  r e s u l t e d  a l s o  in  lo ss  o f  
c o m p e t i t i v e n e s s  o u t s i d e  t h e  r e g io n .
T h e  r e s u l t s  o f  t h e  s u r v e y  o f  m a n u f a c t u r i n g  e n t e r p r i s e s  fo r  t h e  f i rs t  h a l f  o f  1985 c o r r o b o r a t e d  
m o s t  o f  t h e  a p p r a i s a l s  g i v e n  a b o v e .  T h u s ,  fo r  e x a m p l e ,  in  t h e  g r e a t  m a j o r i t y  o f  f i r m s  in  all  b r a n c h e s  
t h e r e  a p p e a r e d ,  a s  e x p e c t e d ,  d e c l i n e s  in  t h e  v o l u m e  o f  o u t p u t  c o m p a r e d  w i t h  t h e  s a m e  p e r i o d  t h e  y e a r  
b e f o r e  a n d  w i t h  t h e  p r e c e d i n g  six m o n t h s ,  w i t h  t h e  e x c e p t i o n  o f  t h e  p a p e r ,  g l a s s  a n d  m e t a l - p r o d u c t s  
i n d u s t r i e s .  I n  t h e  s a m e  w a y ,  i t  w a s  f o r e s e e n  t h a t  t h e r e  w o u l d  b e  a  s l i g h t  i n c r e a s e  in  w a g e s ,  t h a t  
e m p l o y m e n t  w o u l d  m a i n t a i n  a  s i m i l a r  leve l  to  t h a t  o f  t h e  p r e c e d i n g  s ix  m o n t h s ,  a n d  t h a t  i n s t a l l e d  
c a p a c i ty  w o u l d  o p e r a t e  a t  l e v e l s  b e l o w  5 0 %  (se e  t a b l e  7).
iv) Construction. C o n s t r u c t i o n  c o n t i n u e d  to  d e c l i n e ,  b u t  a t  a  l o w e r  r e l a t i v e  r a t e  ( - 0 . 7 % ) ,  a s  a 
r e s u l t  o f  a  s l i g h t  r e c o v e r y  in  t h e  p r i v a t e  s e c to r  ( 0 . 8 % ) ,  o f fs e t  by  a  n e w  fall in  p u b l i c  i n v e s t m e n t  
( - 1 . 5 % ) .  T h e  i n c r e a s e d  a c t iv i ty  in  p r i v a t e  c o n s t r u c t i o n ,  m e a s u r e d  in  t e r m s  o f  b u i l d i n g  p e r m i t s ,  d id  
n o t  a p p e a r  to  r e p r e s e n t  a  g e n e r a l  r e v iv a l  t h r o u g h o u t  t h e  c o u n t r y ,  a n d  in  a n y  case  w a s  c o n c e n t r a t e d  in  
t h e  l a s t  p a r t  o f  t h e  y e a r  ( s e e  t a b l e  8).
Tab le  6
G U A T E M A L A :  I N D I C A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
G ro w th  rates
I n d e x  o f  m a n u f a c tu r in g  
p r o d u c t i o n
1980 1983 1984 1985°
1982 1983 1984 1985°
(1977 =  100) 119.3 107.3 107.7  106.3 5.6 -1.7 0.4 -1.3
Foodstuffs 121.7 104.1 105.0 •8.8 -1.6 0.9
Textiles 113.6 96.7 95.5 •9.4 1.8 -1.2
C lo th in g 109.3 99.7 100.2 •4.5 -3.5 0.5
Chemica l  p ro d u c ts 117.6 110.5 109.8 •9.3 -0.6 -0.6
O th e r s
O t h e r  i n d i c a to r s  
o f  m a n u f a c tu r in g  
p r o d u c t i o n
Industr ia l  c o n s u m p t io n
120.9 114.5 115.0 •1.9 -2.0 0.4
o f  electrici ty (k W h )  
E m p lo y m e n t  (n u m b e r
5 1 5  0 0 6 3 6 2  1 1 8 3 7 0  2 2 8 -20.3 -6.3 2 .2 6.6'
o f  p ersons ) 8 3  0 6 6 7 7  8 4 2 69 506 0.2 5.4 -10.7
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Refers to January-November in relation to the same period ¡n the previous year.
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G U A T E M A L A : R E S U L T S  O F  T H E  S U R V E Y  O F  E N T R E P R E N E U R S  C O N C E R N I N G  
I N D U S T R I A L  A C T I V I T Y  D U R I N G  T H E  F IR S T  H A L F  O F  1985
(Percentages)
Table 7
B ran ch  o f  activ ity
P ro d u c tio n  vo lum e
Sam e period  o f  P re v io u s 






Sam e D e- In ­
creased  creased
Sam e D e ­
creased
creased Sam e
M a n u fa c tu r in g 32.3 30.2 37.5 29.4 27.5 43.1 50.0 50.0
F ood 34.2 37.0 28.8 30.1 30.2 39.7 53.4 46 .6 -
B everages and tobacco 34.6 19.2 46.2 34.6 19-2 46.2 46.2 53.8 -
T ex tiles 13.5 44.2 42.3 13.5 32.7 53.8 23.1 76.9
W e a rin g  a p p a re l and lea th e r  
g o o d s 15.0 40.2 44 .8 13.8 25.3 60.9 39.1 60.9
W ood  and fu rn itu re 26.4 26.4 47.2 26.4 30.2 43.4 26.4 73.6 -
P a p e r , p r in tin g  and  p u b lish in g 38.5 28.8 32.7 40.4 36.5 23.1 53.8 46.2 -
R u b b e r and p lastics 12.5 42.5 45.0 20.0 40 .0 40.0 62.5 37.5 -
C h em ica ls 31.7 25.4 42 .9 20 .6 30.2 49.2 57.1 42 .9 -
G lass and  n o n -m e ta llic  m in era ls 55.8 14.0 30.2 46.5 18.6 34.9 51.2 48 .8 -
Basic m eta ls  in d u str ie s 14.3 33.3 52.4 28 .6 19.0 52.4 71.4 28.6 -
M a n u fac tu re  o f  m eta l p ro d u c ts 37.5 28.1 34.4 40 .6 23.4 36.0 46 .9 53.1 -
O th e r  in d u str ie s - 30.8 69.2 - 15.4 84.6 69.2 30.8 -
E m p b y m ^ t  U se  o f  s t a l l e d  capacity
B ran ch  o f  activ ity  -------------------------------------------------------------------------------------------------------
In ­











M a n u fa c tu r in g 13.4 72 .3 14.3 33.1 23 .3 14.7 16.1 5.5 7.3
F ood 11.0 80.8 8.2 23.3 34.3 12.3 23.3 - 6.6
B everag es and tobacco 11.5 65.4 23.1 38.5 19.2 23.1 - - 19.2
T ex tiles 9.6 75.0 15.4 36.5 15.4 11.5 13.5 13.5 9.6
W e a rin g  a p p a re l and  lea th er 
g o o d s 13.8 63.2 23.0 35.6 13.8 18.4 10.4 14.9 6.9
W o o d  and fu rn itu re 22.6 60.4 17.0 28.3 18.9 20.7 9.4 17.0 5.7
P a p e r , p r in tin g  and p u b lish in g 15.4 69.2 15.4 11.5 32.7 15.4 23.1 11.5 5.8
R u b b e r and p las tics - 97.5 2.5 22.5 50.0 - 15.0 12.5 -
C h e m ica ls 14.3 71.4 14.3 44.4 12.7 15.9 14.3 7.9 4 .8
G lass and  n o n -m e ta llic  m in era ls 20.9 58.2 20 .9 48 .9 11.6 18.6 11.6 9.3 -
B asic  m e ta ls  in d u str ie s 9.5 76.2 14.3 57.1 23.8 - 19.1 - -
M a n u fac tu re  o f  m eta l p ro d u c ts 23.4 64.1 12.5 31.5 13.0 11.1 29 .6 9.3 5.5
O th e r  in d u str ie s 15.4 53.8 30.8 46.1 30.8 23.1 - - -
Source: liCXAC, on the basis of information supplied by the Banco de Guatemala. 
"Compared with the previous six monrhs.
T h e  in c r e a s e  in  c e m e n t  p r o d u c t io n ,  f o r  i t s  p a r t ,  s e e m e d  to  b e  l in k e d  w i th  c i r c u m s ta n t i a l  fa c to rs :  
o n  th e  o n e  h a n d ,  t h e  t u n n e l  o f  t h e  C h ix o y  h y d r o e le c t r i c  s t a t i o n  n e e d e d  r e p a i r ,  w h ic h  r e q u i r e d  
u n u s u a l ly  l a r g e  q u a n t i t i e s  o f  c e m e n t  to  s to p  le a k s ,  w h i le  o n  t h e  o t h e r  h a n d  c e m e n t  w a s  p r e f e r r e d  in  
t h e  r e p a i r  a n d  i m p r o v e m e n t  o f  u r b a n  r o a d s  in  v ie w  o f  t h e  d if f ic u lt ie s  in  o b t a in in g  c e r t a in  p e t r o le u m  
b y - p ro d u c ts .
F in a l ly ,  i t  s h o u ld  b e  m e n t i o n e d  t h a t  in  h o u s in g  c o n s t r u c t io n  t h e r e  w e r e  o b s ta c le s  o f  a  f in a n c ia l  
n a tu r e .  T h e  r i s e s  in  c o s ts  a n d  i n t e r e s t  r a t e s  c o m p e l le d  t h e  A s s u r e d  M o r tg a g e  F u n d  (F H A ), to  in c r e a s e  
i ts  c r e d i t  r e s t r i c t i o n s ,  w h ic h  r e d u c e d  t h e  n u m b e r  o f  a p p l i c a n t s  w h o  c o u ld  m e e t  t h e  n e w  r e q u i r e m e n t s .
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v )  Other sectors. T h e  r e m a i n i n g  a c t iv i t ie s  a c h ie v e d  p o s i t i v e  g r o w th  r a t e s ,  t h o u g h  m o s t  o f  th e m  
w e r e  lo w e r  t h a n  in  t h e  p r e v io u s  y e a r ,  e x c e p t  f o r  c o m m e r c e ,  w h ic h  c o n t r a c te d .
In  t h e  c a s e  o f  t h e  e n e r g y  s e c to r ,  i t s  d e v e l o p m e n t  w a s  p o w e r fu l ly  in f lu e n c e d  b y  t h e  r e n e w a l  o f  
o p e r a t i o n s  o n  t h e  C h ix o y  h y d r o e le c t r i c  s t a t i o n ,  w h ic h  b e g a n  to  f u n c t io n  fu lly  to w a r d s  t h e  e n d  o f  t h e  
y e a r .  B e fo re  t h e  r e p a i r  o f  t h e  t u n n e l  o f  th i s  p l a n t  w a s  c o m p le te d ,  h o w e v e r ,  t h e  c o u n t r y  w a s  fa c e d  w i th  
p r o b l e m s  o f  e n e r g y  s u p p ly  — o w in g  to  t h e  d if f ic u l t ie s  in  t h e  s u p p ly  o f  fu e l to  t h e  t h e r m a l  p l a n t s —  
w h ic h  e v e n  le d  to  t e m p o r a r y  r a t i o n in g  in  t h e  c e n t r a l  z o n e .
T a b le  8
G U A T E M A L A : C O N S T R U C T I O N  I N D IC A T O R S
G ro w th  ra tes
1980 1983 1984 1985" -----------------------------------------------------------
1982 1983 1984 1985"
A re a  c o n s tru c te d
(th o u sa n d s  m 2)
T o ta l 228 219
H o u s in g 128 126
C e m e n t p ro d u c t io n
(1972  =  100) 228 .4 183.3
E m p lo y m e n t 27  738 17 817
228 245 46.2 -0.9 4.1 7.5
129 165 69.0 -14.3 -0.4 27.9
157.7 2 0 2 .6 ' -9 .6 -10.8 -14 .0 28 .5 '
13 041 14.7 -33.8 -26.8
Source: HO.AC, on the basis of official figures.
"Preliminary figures. Refers to privare building permits issued in the capital. ' Refers to the period January-November. 
"Number of persons covered by Social Security.
T a b le  9
G U A T E M A L A : E V O L U T IO N  O F  E M P L O Y M E N T "
G ro w th  ra tes
1981 1982 1983 1984 1985*
1982 1983 1984 1985
T h o u s a n d s  o f  p e rso n s
T o ta l 591.0 609.1 576.7 594.9 601 .2 3.1 -5 .3 3.2 1.0
A g ricu ltu re  
M a n u fac tu rin g  and
225 .7 215.7 199.8 205.5 209.5 -4.4 -7.4 2.9 2.0
m in in g 77.1 77.0 81.2 71.7 72.0 - 5.5 -11.7 0.5
C o n s tru c tio n 23.4 26.9 17.8 13.0 13.3 15.0 -33.8 -27.0 2.0
C o m m erce 58.9 61.3 63.4 59.4 58.9 4.1 3.4 -6.3 -0.8
O th e r  se rv ices ' 2 05 .9 228.2 214.5 2 4 5 .3 247.5 10.8 -6.0 14.4 1.0
In d e x e s  (;1975 = 100)
T o ta l 113.5 117.0 110.8 114.2 115.3
A g ric u ltu re  
M a n u fac tu rin g  and
86.8 82.9 76.8 79.0 80.6
m in in g 119.5 119.3 125.8 111.1 111.6
C o n s tru c tio n 112.2 128.9 85.4 62.3 63.5
C o m m erce 154.1 160.3 165.9 155.4 154.2
O th e r  se rv ices ' 150.3 166.6 156.6 179.1 180.9
Source: liO .AC, ori the basis o lf official figures.
"Number o f persons registered with the Guatemalans»:KI;I1 Security Institute. Preliminary figures. ’ Induites public administration.
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G U A T E M A L A : M A IN  IN D IC A T O R S  O F  F O R E IG N  
T R A D E  I N  G O O D S
Table 10
1980 1981 1982 1983 1984 1985'
G ro w th  ra te s
E x p o rts
V alue 24.4 -15.0 -9.4 -6.7 3.5 -6.1
V o lu m e 8.6 -9.5 -0.9 -3.3 -3.4 0.9
U n it value 14.5 -6.1 -8.5 -3.5 7.2 -7.0
Im p o rts
V alue 5.1 4.6 -16.6 -17.8 12.0 -8.6
V o lu m e -20.0 -3.2 -14.1 -11.9 14.9 -8.1
U n it value 31.3 8.0 -3.0 -6.6 -2.5 -0.5
T e rm s o f  trad e -11.6 -13.2 -6.3 2.7 8.4 -6.7
P u rc h a s in g  p o w er o f  e x p o rts 100.0
In d e x e s  (1980  = 
78.5
100)
72.9 72.4 75.8 71.4
V o lu m e  o f  ex p o rts 100.0 90.5 89.6 86.7 83.7 84.5
T erm s o f  tra d e 100.0 86.8 81.3 83.6 90 .6 84.6
Source: ECLAC, on the basis of official data. 
"Preliminary figures.
T h e  t r a n s p o r t  s e c to r  a ls o  e n c o u n te r e d  p r o b le m s  th r o u g h  la c k  o f  fu e l s u p p l ie s ,  w h i le  i t  w a s  th e  
c e n t r e  o f  h e a te d  p r o t e s t s  w h e n ,  in  v ie w  o f  h i g h e r  o p e r a t i n g  c o s ts ,  t h e  g o v e r n m e n t  a u th o r i z e d  a n  
in c r e a s e  o f  5 0 %  in  u r b a n  p u b l ic  t r a n s p o r t  fa re s .
c )  Employment
O n ly  p a r t i a l  in f o r m a t io n  i s  a v a i la b le  o n  th e  p e r f o r m a n c e  o f  e m p lo y m e n t .  T h e  o v e r a l l  n u m b e r  
o f  e m p lo y e d  w e n t  u p  b y  o n ly  1%  ( s e e  t a b le  9 ) ,  w h ic h  s u g g e s ts  t h a t  t h e r e  w a s  a  c o n t r a c t io n  in  t h e  
a v e r a g e  p r o d u c t iv i t y  o f  t h e  e c o n o m y , a  g r o w th  in  t h e  s e g m e n t s  o f  t h e  p o p u l a t i o n  e n g a g e d  in  in f o rm a l  
o r  s u b s i s te n c e  a c t iv i t i e s ,  a n d  a  n e w  d e t e r i o r a t i o n  in  t h e  g e n e r a l  e m p lo y m e n t  s i tu a t io n ,  s in c e  g r o w th  
o f  th e  la b o u r  fo rc e  e x c e e d e d  t h a t  f ig u re . H e n c e  th e  c o e f f ic ie n t  o f  o p e n  u n e m p l o y m e n t  m a y  w e l l  h a v e  
r e a c h e d  a r o u n d  1 2 %  a n d  t h a t  o f  c o n c e a le d  u n e m p l o y m e n t  a r o u n d  3 3 % o f  th e  c o u n t r y 's  la b o u r  fo rc e .7
3. T h e  e x t e r n a l  s e c to r
M o s t  o f  t h e  e x t e r n a l  s e c to r  v a r ia b le s  h a d  a  p a r t i c u l a r  im p a c t  o n  th e  f u n c t io n in g  o f  t h e  e c o n o m y  
d u r in g  t h e  y e a r .  T h e  e f fo r t  to  h a l t  t h e  d e c l in in g  t r e n d  o f  e x p o r t s  b y  in c r e a s e s  in  v o lu m e  w a s  
n e u t r a l i z e d  b y  a  d r o p  in  p r ic e s ,  w h ic h  le d  to  a  fa ll  in  t h e  v a lu e  o f  e x p o r t s .  C o n v e rs e ly ,  t h e  e f fo r t  to  
r e d u c e  th e  v o lu m e  o f  i m p o r t s  w a s  p a r t ly  o f fs e t  b y  th e  r i s e  in  p r ic e s ,  a ll o f  w h ic h  r e s u l t e d  in  a  fa ll  in  t h e  
t e r m s  o f  t r a d e  a n d  a  w e a k e n in g  o f  t h e  v a r ia b le s  c o n n e c te d  w i th  f o r e ig n  t r a d e  ( s e e  ta b le  10).
a )  Merchandise trade
T h e  v a lu e  o f  e x p o r t s  o f  g o o d s  w e n t  d o w n  b y  6 .1 %  a s  a  r e s u l t  o f  t h e  fa ll  in  s a le s  to  C e n tr a l  
A m e r ic a  a n d  th e  v e ry  s lo w  g r o w th  o f  s a le s  to  t h e  r e s t  o f  t h e  w o r ld  ( s e e  ta b le  11).
E x p o r t s  to  t h e  s u b r e g io n  d e c l in e d  fo r  t h e  f if th  y e a r  r u n n i n g ,  m a in ly  o w in g  to  t h e  p r o t e c t io n i s t  
m e a s u r e s  a p p l ie d  b y  t h e  c o u n t r i e s  to  b r in g  t h e i r  e x t e r n a l  a c c o u n ts  in to  b a la n c e ,  to  t h e  r e s t r i c t i o n s
' According to the PR13AI.C concept, this represents the number of jobs of average productivity needed to absorb concealed 
unemployment.
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im p o s e d  b y  th e  G u a te m a la n  a u th o r i t i e s  in  face  o f  th e  im p o s s ib i l i ty  o f  r e c o v e r in g  c re d it  b a la n c e s ,  a n d  
to  th e  d e c l in e  o f  a g g r e g a te  d e m a n d  in  th e  r e g io n  a s  a  w h o le .
U p  to  1 9 8 4 , a l t h o u g h  th e  d e c l in e  in  sa le s  to  th e  r e g io n  h a d  b e e n  c o n s id e ra b le  t h e i r  v o lu m e  still 
s ig n if ie d  m o re  t h a n  a  q u a r t e r  o f  to ta l  e x p o r t s  a n d  r e p r e s e n te d  a  h ig h ly  im p o r t a n t  e le m e n t  in  th e  
m o d e r n  in d u s t r i a l  s e c to r . I n  1 9 8 5 , h o w e v e r ,  th e  fall w a s  so  d r a s t ic  t h a t  th e  p r o p o r t i o n  d r o p p e d  to  less  
t h a n  a  fifth .
In  th e  case  o f  th e  m a in  e x p o r t  p r o d u c t s ,  p e r f o r m a n c e  v a r ie d . O n ly  tw o  o f  th e m  in c re a s e d  th e i r  
v a lu e :  c o f fe e , b a s ic a lly  b e c a u s e  o f  th e  g r e a t e r  v o lu m e  e x p o r t e d ,  a n d  b a n a n a s ,  w h ic h  e v o lv e d  f a v o u ra ­
b ly  b o th  in  q u a n t i ty  a n d  p r ic e . R e v e n u e s  f ro m  c o t to n  sa le s  r e m a in e d  s ta g n a n t ,  w h i le  th o s e  f ro m  th e  
r e m a in in g  p r o d u c t s  fell d r a s t ic a l ly ,  o w in g  b o th  to  th e  s m a lle r  a m o u n t  so ld  an d  a  d r o p  in  p r ic e s .
A s  r e g a r d s  c o f fe e , a  se r ie s  o f  a p p a r e n t ly  c o n t r a d ic to ry  d e v e lo p m e n ts  to o k  p la c e . F i r s t ly ,  o u tp u t  
w e n t  d o w n , b u t  r e g i s te r e d  e x p o r t s  in c r e a s e d  a p p r e c ia b ly  ( 4 2 % ) .  T h is  w a s  b e c a u s e  th e  o p e r a t i o n s  o f  
th e  la s t  q u a r t e r  w e r e  p o w e r fu l ly  in f lu e n c e d  b y  th e  e x c e l le n t  h a r v e s t  o f  th e  1 9 8 5 /1 9 8 6  cy c le , an d  a lso  
b e c a u s e  in  t h a t  p e r io d  sa le s  w e re  t r a n s a c te d  o n  a  fu tu re s  b a s is  in  o r d e r  to  o b ta in  th e  e x c h a n g e - r a te  
b e n e f i ts  w h ic h  i t  w a s  k n o w n  w o u ld  e n d  o n  31 D e c e m b e r .  S e c o n d ly , th e r e  w a s  a  fall in  th e  a v e ra g e  
p r ic e  ( 1 2 % ) ,  e v e n  th o u g h  th e  I n t e r n a t i o n a l  C o ffe e  O r g a n iz a t io n  p r ic e  r e m a in e d  p r a c t ic a l ly  c o n s  t a n t  
u p  to  N o v e m b e r  a n d  b e g a n  to  r is e  in  D e c e m b e r .  I n  th is  c a se  th e  e x c h a n g e  d if fe r e n t ia l  t h a t  b e n e f i te d  
sa le s  in  th e  n e w  m a r k e t s  — in  w h ic h  th e  p r ic e  te n d s  to  a m o u n t  to  a ro u n d  h a l f  t h a t  o f  th e  q u o ta —  
c a u se d  a  sh if t  o f  e x p o r t s  to  th e s e  m a r k e ts  ( th e  p r o p o r t i o n  ro se  f ro m  1 0 %  in  1984 to  3 4 %  in  1 9 8 5 ), 
w h ic h  r e d u c e d  th e  a v e r a g e  o f  th e  p r ic e s  re c e iv e d .
T h e re  w a s  a lso  a  n o ta b le  d r o p  in  th e  sa le s  o f  " o th e r "  n o n - t r a d i t i o n a l  p r o d u c ts ,  in c lu d in g  
m a n u f a c tu r e d  g o o d s  a n d  so m e  h ig h - v a lu e  a g r ic u l tu ra l  p r o d u c ts  w h ic h  r e p r e s e n t  a  d e l ib e r a te  e f fo r t  to  
t r a n s f o r m  th e  e x p o r t  s t r u c tu r e .  T h e s e  w e re  a ffe c te d  b y  d if f ic u lt ie s  in  o b ta in in g  in p u t s ,  as w e ll a s  by  
c o s t in c r e a s e s  w h ic h  r e d u c e d  th e  c o u n t r y 's  c o m p e t i t iv e n e s s .
I m p o r t s  o f  g o o d s  c o n t r a c te d  b y  8%  a n d  m o s t  o f  th e i r  c o m p o n e n ts  d isp la y e d  th e  s a m e  t r e n d  (se e  
ta b le  12). A s  th e  a v a i la b i l i ty  o f  f o re ig n  e x c h a n g e  f ro m  th e  C e n tr a l  B a n k  b e c a m e  p ro g re s s iv e ly  m o re  
d if f ic u lt , i m p o r t  i te m s  w e r e  g r a d u a l ly  t r a n s f e r r e d  f ro m  th e  c a te g o ry  o f  e s s e n t ia l  p r o d u c ts  to  th e  
p a r a l le l  m a r k e t ,  w h e r e  n o t  o n ly  w a s  th e  e x c h a n g e  r a te  h ig h e r  b u t ,  a t  c e r ta in  p e r io d s ,  th e  su p p ly  o f
T ab le  11
G U A T E M A L A : E X P O R T S  O F  G O O D S , F O B
M illio n s o f  do llars P e rc e n ta g e  G ro w th  ra tes
b reak d o w n
1983 1984 1985° 1975 1980 1985° 1982 1983 1984 1985°
T o ta l 1 092 1 132 1 062 100.0 100.0 100.0 -9.4 -6.7 3.5 -6.1
E x p o r ts  to  C e n tra l A m e r ic a 321 291 205 26.4 29 .0 19.3 -11.1 -4 .9 -9 .3 -29 .6
E x p o r ts  to  re s t o f  w o rld 771 841 857 73.6 71.0 80.7 -6.2 -10.6 9.1 1.9
T rad itio n a l 541 572 654 63.8 50.6 61.6 -9.3 -10.1 5.7 14.3
G reen  coffee 309 361 450 25.6 30.6 42.4 15.0 -17.6 16.8 24.7
G inned  c o tto n 67 72 72 11.6 10.7 6.8 -45.5 -29.1 6.8 -
B a n an as 54 55 72 5.4 2.9 6.8 42.0 -25.0 3.0 30.9
M e a t 16 13 10 2.6 1.9 0.9 -41.4 -7.1 -18.6 -23.1
S ugar 95 71 50 18.6 4.5 4.7 -48.2 118.1 -25.2 -29.6
N o n - tra d itio n a l 230 269 203 9.8 20.4 19.1 -1.9 -12.2 17.0 -24.5
C a rd am o m 59 100 63 1.6 3.7 5.9 29.4 34.4 69.5 -37.0
P e tro le u m 60 34 12 - 1.6 1.1 109.1 30.2 -42.8 -64.7
O th e rs 111 135 128 8.2 15.1 12.1 -14.8 -35.5 21.6 -5.2




G U A T E M A L A : IM P O R T S  O F  G O O D S , C IF
Table 12
M illio n s o f  P e rc e n ta g e
d o lla rs  b reak d o w n G ro w th  ra tes
1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985"
T o ta l 1 135 1 278 1 175 100.0 100.0 100.0 -17.1 -18.2 12.6 -8.1
C o n s u m e r  g o o d s 254 264 234 22 .4 21 .3 19.9 -12.5 -15 .0 3.9 -11.4
D u ra b le 68 55 7.3 7.7 -34.6 -11.2 -19.1
N o n -d u ra b le 186 209 15.1 13.6 -1.0 -16.3 12.4
In te rm e d ia te  g o o d s 744 863 790 53.6 59.8 67.2 -18.7 -9.5 16.0 -8 .5
P e tro le u m  and fuels 250 300 272 14.0 21.2 23.1 -1 9 6 -15.7 20.0 -9.3
B u ild ing  m a te ria ls 54 56 52 5.1 5.8 4.4 -20.9 -31.1 3.7 -7.1
O th e rs 439 507 466 34.5 32.8 39.7 -17.7 -1.5 15.5 -8.1
C a p ita l  g o o d s 127 147 148 23.4 17.9 12.6 -14.5 -50.5 15.7 0.7
F o r ag ricu ltu re 7 14 2.6 1.2 -46.0 -22.7 100.0
F o r industry 94 101 13.6 12.1 -5.1 -55.1 7.4
F o r tr a n sp o r t 26 32 7.2 4.6 -39.2 -31.4 23.1
O th e r s 10 4 3 0.6 1.0 0.3 -50 .0 -6 .7 -61 .9 -25 .0
Source: 1:CXAC on the basis of official figures 
"Preliminary figures.
f o r e ig n  c u r re n c y  w a s  in s u f f ic ie n t  to  m e e t  i m p o r t e r s '  d e m a n d s .  T h e  m o s t  o b v io u s  c a s e  w a s  t h a t  o f  t h e  
su p p ly  o f  h y d r o c a r b o n s .  F r o m  t h e  b e g in n in g  o f  t h e  y e a r  t h e  r e d u c e d  in t e r n a t io n a l  l iq u id i ty  p u t  
d if f ic u l t ie s  in  t h e  w a y  o f  p a y in g  fo r  p e t r o l e u m .  In  Ju ly  a  " s w a p "  w a s  n e g o t ia te d  f o r  a  f if th  o f  th e  
c o u n t r y 's  g o ld  r e s e r v e s  (9 6  0 0 0  o u n c e s  w o r th  U S $ 3 0  m i l l io n ) ,  in  o r d e r  to  p a y  f o r  a  p e t r o l e u m  
s h i p m e n t  t h a t 'h a d  a r r iv e d  a  m o n t h  b e fo re  a n d  to  e n s u r e  fu tu re  s u p p l ie s .
I m p o r t s  o f  c a p i t a l  g o o d s ,  f o r  t h e i r  p a r t ,  r e f le c te d  t h e  s e r io u s  w e a k e n in g  o f  c a p i ta l  f o r m a t io n ,  
s in c e  a l t h o u g h  th i s  d id  r e g i s t e r  a  s l ig h t  in c r e a s e  in  1 9 8 5 , c a p i t a l  g o o d s  r e p r e s e n t e d  o n ly  1 3 %  o f  to ta l  
p u r c h a s e s ,  w h e r e a s  in  1975  t h e  p r o p o r t i o n  w a s  2 3 % .
S im ila r ly ,  p u r c h a s e s  f ro m  C e n tr a l  A m e r ic a  fe ll b y  c lo se  o n  U S $ 1 0 0  m i l l io n ,  p a r t l y  b e c a u s e  t h e  
a u th o r i t i e s  s t i l l  f a i le d  to  g u a r a n t e e  p a y m e n t  b y  G u a te m a la n  i m p o r t e r s  in  a c c o rd a n c e  w i th  th e  
c o m p e n s a t i o n  m e c h a n i s m  e s ta b l is h e d .  A t  a ll  e v e n t s ,  t h e  c o u n t r y  m a in t a i n e d  i ts  s u r p lu s  in  th i s  t r a d e ,  
d e s p i t e  t h e  lo w e r  le v e l  o f  t r a d e  w i th  t h e  s u b re g io n .
I n  s u m , t h e  t r a d e  d e f ic i t  d r o p p e d  f ro m  U S $ 2 0 1  m i l l io n  to  U S $ 8 6  m i l l io n ,  b u t  t h e  a d ju s tm e n t  
w a s  r e c e s s iv e ,  s in c e  i t  d id  n o t  r e s u l t  f ro m  a n  in c r e a s e  in  e x p o r t s  b u t  f ro m  a  r e d u c t io n  in  p u r c h a s e s  
f ro m  a b r o a d  in d u c e d  b y  e c o n o m ic  c o n t r a c t io n  a n d  t h e  d e p le t i o n  o f  t h e  f o r e ig n  e x c h a n g e  m a r k e t  ( s e e  
t a b le  13).
I n  f o rm a l  t e r m s ,  t h e  t r a d i t i o n a l  e x c h a n g e  p a r i ty  w a s  m a in t a in e d ,  b u t  i t  w a s  s u b s ta n t ia l ly  
o v e r v a lu e d  in  r e a l  t e r m s  ( s e e  ta b le  14). I n  t h e  b u lk  o f  e x t e r n a l  t r a n s a c t io n s ,  h o w e v e r ,  t h e r e  w a s  a  
m a r k e d  a v e r a g e  d e v a lu a t io n  w i th  a p p r e c ia b le  d i f fe r e n c e s  in  t h e  p r ic e s  o n  th e  d i f f e r e n t  e x c h a n g e  
m a r k e t s  ( s e e  ta b le  15).
b )  Services trade and fac to r paym ents
T h e  b a la n c e  o n  t r a d e  in  r e a l  s e rv ic e s ,8 t r a d i t io n a l ly  n e g a t iv e ,  s h o w e d  a  s u b s ta n t i a l  im p r o v e ­
m e n t ,  s in c e  i t  r e c o r d e d  a  d e f ic i t  o f  U S $ 6 7  m i l l io n  a s  a g a in s t  U S $ 1 4 9  m i l l io n  th e  p r e v io u s  y e a r .  T h is  
w a s  d u e  la rg e ly ,  o f  c o u r s e ,  to  t h e  r e d u c e d  o u t la y s  o n  t r a n s p o r t  d e r iv in g  f ro m  th e  fa ll in  t h e  v o lu m e s  o f  
f o r e ig n  t r a d e ,  b u t  a ls o  in  p a r t  to  t h e  d e c l in e  in  e x p e n d i t u r e  o n  t r a v e l  a b r o a d  ( s e e  t a b le  13).
8 Excludes net factor payments.
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Table 13
G U A T E M A L A : B A L A N C E  O F  P A Y M E N T S  
(Millions o f dollars)
1979
B a lan ce  o n  c u r re n t  a c c o u n t -209
T rad e  balance -335
E x p o rts  o f  g o o d s an d  se rv ices 1 449
G o ods FO B 1 221
R eal serv ices 228
T ra n s p o r t  and  in su ran ce 40
T ravel 82
Im p o rts  o f  goods and serv ices 1 784
G oods FO B 1 402
R eal serv ices 382
T ra n s p o r ts  and  in su ran ce 161
T ravel 120
F ac to r  se rv ices 3
P ro fits -45
In te re s t  received 78
In te re s t paid -46
O th e rs 15
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts 123
B a lance  o n  c a p ita l a c c o u n t 183
U n re q u ite d  official tra n sfe r  p ay m en ts 3
L o n g -te rm  cap ital 258
D irec t in v e s tm e n t (n e t) 117
P o rtfo lio  in v e s tm e n t (n e t) 5
O th e r  lo n g - te rm  capital 135
Official secto r' 112
L oans received 130
A m o rtiz a tio n  p a y m e n ts -18
C o m m erc ia l b an k s ' -
L oans received -
A m o rtiz a tio n  p a y m e n ts -
O th e r  sectors ' 23
L oans received 60
A m o rtiz a tio n  p ay m en ts -47
S h o rt- te rm  cap ita l (n e t) -33
Official sector 2
C o m m erc ia l banks 24
O th e r  sec to rs -59
E rro rs  and o m iss io n s  (n e t) -44
G lo b a l b a lan ce -26
T ota l v a ria tio n  in  rese rv es 
(- sign  ind ica tes an  in crease) 19
M o n e ta ry  gold -
Special D ra w in g  R ig h ts -9
IM F reserv es p o sitio n -2
F o re ig n  ex ch an g e  asse ts 56
O th e r  asse ts -26
U se  m ade o f  IM F  cred it -
1980 1981 1982 1983 1984 1985"
-165 -574 -400 -225 -383 -247
-228 -578 -348 -142 -201 -86
1 730 1 4 4 6 1 278 1 172 1 228 1 183
1 520 1 291 1 170 1 092 1 131 1 062
211 155 107 80 97 121
43 33 26 18 10 7
62 30 12 7 11 13
1 958 2  024 1 626 1 314 1 429 1 269
1 473 1 540 1 284 1 056 1 183 1 081
486 484 342 257 246 188
187 188 139 99 112 107
164 133 100 89 61 24
-45 -86 -114 -113 -209 -180
-42 -49 -41 -39 -83 -70
75 55 20 27 30 30
-92 -109 -100 -102 -152 -139
14 17 7 - -4 -1
109 89 62 30 28 19
-93 273 361 276 397 316
1 1 1 1 1 -
247 398 339 283 205 139
111 127 77 45 38 60
4 - 1 77 59 -2
132 270 262 161 109 81
106 201 147 167 157 82
121 228 186 310 283 177
-18 -27 -37 -143 -126 -95
26 69 114 -6 -48 -1
25 100 124 11 6 89
-10 -42 -15 -18 -54 -90
-323 -130 39 29 179 186
59 54 40 24 -93
2 -7 14 71 9
-384 -178 -14 -67 262
-18 4 -18 -37 12 -10
-258 -301 -38 51 14 69
251 305 16 -64 -30 -69
2 20 3 -1 -1 2
-9 18 10 -8 8 -
259 257 25 -89 -72 -29
-1 -102 -15 - 25 -8
- 111 -6 35 10 -34
Source: I979-1981: International Monetary Fund, Balante o f  Payments Yearbook, March 1986; 1985: EC1AC, on the basis of official data.
"Preliminary figures. ’’Real services also include other official and private transactions, but not factor services. ’ In additions to
loans received and amortization payments made, this entry includes net loans granted and other assets and liabilities. The global balance- 
is the sum of the current account balance plus the balance on capital account. The difference between total variation in reserves (of opposite- 





GUATEMALA: EVOLUTION OF EXCHANGE RATE
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1980 1.00 100.0 264.3 243.6 92.2
1981 1.00 100.0 295.3 265.8 90.0
1982 1.00 100.0 278.2 271.2 97.5
1983 1.00 100.0 280.7 274.6 97.8
1984 1.00 100.0 296.5 281.1 94.8
1985 1.00 100.0 421.9 292.1 69.2
Source: liCI.AC. ,III the basis oi offici al (inures. 
"Nasi- 1V70 = 100.
T ab le  15
G U A T E M A L A : E V O L U T IO N  O F  P R IC E S  O F  T H E  U S  D O L L A R  
IN  T H E  D I F F E R E N T  M A R K E T S , 1985
B ank
m ark e t A u ctio n N o n -b an
(p a ra lle l) m a rk e t m ark e t
(buyer)
Ja n u a ry 1.48 1.50
F eb ru ary 1.57 1.74
M a rch 1.74 1.68 2.16
A p ril 2 .38 1.97 2.75
May 2.58 1.84 .3.32
J u n e 2.86 2.05 3.25
July .3.12 2 .80 3.29
A ugust 3.66 2.46 3.71
S e p te m b e r .3.75 2.74 3.85
O c to b e r 3.74 3.61 3.83
N o v e m b e r 3.30 3.00
D ece m b e r 2.9.3 2.52 2.90
"Unofficial figures, based on special surveys.
S im i la r ly ,  t h e r e  w a s  a  d e c l in e  in  n e t  fa c to r  p a y m e n ts  a b ro a d  o w in g  to  th e  fall in  r e m i t t a n c e s  o f  
p r o f i t s  to  th e  e x t e r io r ,  a l t h o u g h  i n t e r e s t  p a y m e n ts  c o n t in u e d  th e i r  r is in g  t r e n d ,  th u s  w o r s e n in g  th e  
c o n d i t io n s  o f  th e  e x te r n a l  d e b t .  In  b rie f, n o t w i th s t a n d in g  th e  fall in  th e  a v e ra g e  p r ic e  o f  e x p o r t s ,  a 
s u b s ta n t i a l  r e d u c t io n  w a s  a c h ie v e d  in  th e  b a la n c e - o f -p a y m e n ts  c u r r e n t  a c c o u n t  d e f ic it . A l th o u g h  th is  
r e f le c te d  a  m a jo r  d o m e s t ic  a d ju s tm e n t  e f fo r t ,  i t  w a s  n o t  th e  r e s u l t  o f  a  s t r u c tu r a l  r e c t i f ic a t io n  o f  th e  
e x t e r n a l  a c c o u n ts  b u t  w a s  a c h ie v e d  a t  th e  e x p e n s e  o f  a  d e t e r io r a t i o n  in  n a t io n a l  e c o n o m ic  t r e n d s ,  a n d  
i t  w a s  n o t  s u f f ic ie n t  to  r e s to r e  e x te r n a l  e q u i l ib r iu m , r e c o n s t i tu te  p a y m e n t  c a p a c ity  a n d  s ta b il iz e  th e  
e x c h a n g e  ra te .
c) The current account position and its financing
F o r  th e  s e c o n d  su c c e ss iv e  y e a r  th e  b u lk  o f  th e  f in a n c in g  fo r  th e  d e f ic i t  c a m e  f ro m  th e  flo w  o f  
s h o r t - t e r m  c a p i ta l ,  b a s ic a lly  m o b il iz e d  b y  th e  C e n tr a l  B a n k . T h e  n e t  in f lo w s  o f  lo n g - te r m  c a p ita l
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a m o u n te d  to  U S $ 1 3 9  m i l l io n  (U S $ 6 6  m i l l io n  le s s  t h a n  in  t h e  p r e v io u s  y e a r ) ,  d e s p i te  t h e  in c r e a s e  in  
d i r e c t  i n v e s tm e n t ,  w h ic h ,  e v e n  so , w a s  m u c h  lo w e r  t h a n  in  t h e  y e a r s  b e f o re  t h e  c r is is .  N e t  o ffic ia l 
c a p i ta l  a ls o  i n c r e a s e d ,  b u t  w a s  n e u t r a l i z e d  b y  t h e  d e f ic i ts  r e c o r d e d  in  o t h e r  i te m s .
In  c o n c lu s io n ,  t h e  c a p i ta l  f lo w s  w e r e  su f f ic ie n t  to  c o v e r  t h e  d e f ic i t  a n d  g e n e r a t e  a n  in c r e a s e  o f  
U S $ 6 9  m i l l io n  in  t h e  g r o s s  r e s e r v e s .  N o n e t h e l e s s ,  i t  s h o u ld  b e  b o r n e  in  m in d  t h a t  th i s  r e s u l t  w a s  
o b t a in e d  p r im a r i l y  b y  t h e  m o b i l i z a t i o n  o f  s h o r t - t e r m  c a p i ta l ,  in c lu d in g  a d v a n c e  s a le s  o f  s o m e  
p r o d u c t s  a n d  th e  m a in t e n a n c e  o f  a r r e a r s  o f  i n t e r e s t  a n d  p r in c ip a l  p a y m e n t s ,  w h ic h  c o u ld  n o t  b e  
s e t t l e d  d u r in g  th e  y e a r .
d )  The external debt
I t  h a s  b e e n  p o i n t e d  o u t  e l s e w h e r e  th a t ,  d e s p i te  t h e  a p p a r e n t  s m a l ln e s s  o f  G u a te m a la 's  e x t e r n a l  
d e b t — c o m p a r e d  w i t h  t h a t  o f  o t h e r  c o u n t r i e s  o f  t h e  r e g io n —  its  s t r u c tu r e  h a s  g r a d u a l ly  d e t e r io r a t e d ,  
c r e a t in g  a  p o t e n t i a l  p a y m e n t  p r o b l e m .9 D u r i n g  1985  th e  i n c r e a s in g  b u r d e n  o f  d e b t  s e rv ic in g  o n  th e  
w e a k e n e d  v a r ia b le s  o f  t h e  e x t e r n a l  s e c to r  b e g a n  to  m a k e  i t s e l f  fe lt. T h e  a m o u n t  o f  t h i s  s e rv ic in g  
c o m p e te d  f o r  t h e  s c a rc e  f o r e ig n  e x c h a n g e ,  d r o v e  th e  c o u n t r y  c lo s e  to  t h e  b r in k  o f  d e f a u l t ,  a n d  h a d  
u n f a v o u r a b le  r e p e r c u s s io n s  o n  th e  m o n e ta r y  p o lic y .
T h e  t o t a l  e x t e r n a l  p u b l ic  d e b t  a m o u n te d  to  U S $ 2  4 7 2  m i l l io n :  o n ly  a  s l ig h t  in c r e a s e  o v e r  th e  
198 4  f ig u re ,  a t t r ib u t a b l e  to  t h e  d if f ic u l t ie s  e n c o u n te r e d  in  o b t a in in g  m o r e  s u p p o r t  f ro m  a b ro a d . 
O w in g  to  t h e  m a t u r in g  o f  a  la r g e  p a r t  o f  th e  d e b t  o f  t h e  B a n c o  d e  G u a te m a la  — w h ic h  c o n s t i t u t e s  o v e r  
h a l f  o f  t h e  p u b l ic  d e b t—  t h e  s e rv ic in g  ro s e  s u b s ta n t ia l ly ,  to  t h e  p o i n t  o f  a b s o rb in g  4 6 %  o f  e x p o r t s  o f  
g o o d s  a n d  s e rv ic e s  ( s e e  t a b le  16). T h u s  G u a te m a la  b e c a m e  o n e  o f  th e  c o u n t r i e s  w i th  d e b t  p r o b l e m s ,
T a b le  16
G U A T E M A L A : I N D IC A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S
1980 1981 1982 1983 1984 1985°
M ill io n s  o f  d o lla rs
T o ta l  e x te rn a l  d e b t
B a lance 972 1 305 1 560 2  130 2  493 2  570
P ub lic 820 1 203 1 491 2  083 2  453 2  472
P riv a te 152 102 69 47 40 98
D isb u rse m e n ts 202 510 419 763 652 434
S erv ic in g 120 286 265 295 440 544
P rin c ip a l 28 177 164 193 289 357
In te re s t 92 109 101 102 151 187
E x te rn a l  p u b l ic  d e b t
D isb u rse m e n ts 201 460 437 767 605 373
S erv ic in g 60 127 221 260 360 531
P rin c ip a l 18 77 149 175 235 354
In te re s t 42 50 72 85 125 177
R a tio s
T o ta l e x te rn a l d e b t /e x p o r ts  
o f  goods and se rv ices 56.2
P e rc e n ta g e s
89.8 119.4 181.1 202.4 217.2
S e rv ic in g /e x p o rts  o f  goods 
and serv ices 6.9 19.7 20.2 25.1 34.7 46.0
N e t  in te re s t p a y m e n ts /  ex  p o rts  
o f  g o ods and serv ices 1.0 3.7 6.2 6.4 9.9 12.4
S e rv ic in g /d isb u rse m e n ts 59.4 56.1 63.2 38.7 67.5 125.3
Source: HCLAC, on the basis of official figures.
"Preliminary figures. All the ratios refer to the total external debt.
9 See ECLAC, "Guatemala", Economic Survey o f  Latin  Am erica and the Caribbean, 1984, and Centroamérica: elfmandamiento externo




GUATEMALA: EVOLUTION OF DOMESTIC PRICES
1980 1981 1982 1983 1984 1985"''
V a r ia t io n  D e c e m b e r  to  D e c e m b e r
C o n su m e r p rice  index 9.1 8.7 -2 .0 8.4 5.2 31.5
Foodstu ffs 8.2 4 .8 -2 .6 5.5 7.7 28.3
W h o le sa le  p rice  index 12.0 4.0 -4.4 0.4 8.4 37.1
Im p o rte d  p ro d u c ts 6.8 10.8 4.2 -2.8 12.5 36.9
N a tio n a l p ro d u c ts 12.4 3.4 -5.3 0.8 8.0 41 .9
B u ild in g  m ate ria ls 3.5 -3 .0 -1.3 0.4 7.2 15.9
V a r ia t io n i b e tw e e n  a n n u a l a v e ra g e s
C o n su m e r p rice  index 10.7 11.4 0.2 4.7 3.4 18.5
F oodstu ffs 11.2 11.3 -2.8 3.3 2.1 19.8
W h o le sa le  p rice  index 16.0 11.7 -5 .8 0.9 5.6 20.7
Im p o rte d  p ro d u c ts 19.0 10.1 3.8 4.9 4.7 17.7
N a tio n a l p ro d u c ts 15.7 11.9 -6.7 0.8 5.4 21.5
B u ild in g s m a te r ia ls 12.4 4.7 -5.2 0.1 5.5 6.1
Source: ECLAC, on the basis of official figures.
"Preliminary figures. With the exception of the total consumer price index, the rest of the components refer to November.
a n d  w i l l  s o o n  f in d  i t s e l f  c o m p e l le d  to  s e e k  a  r e n e g o t i a t i o n  w i th  t h e  le a d in g  c r e d i to r s .  I n  f a c t ,  a lr e a d y  in  
t h e  la s t  q u a r t e r  o f  t h e  y e a r ,  in  v ie w  o f  t h e  im p o s s ib i l i ty  o f  o b t a in in g  su f f ic ie n t  f o r e ig n  e x c h a n g e ,  t h e  
c o u n t r y  fe ll  in to  a r r e a r s  o f  p a y m e n t  o f  i n t e r e s t  a n d  p r in c ip a l  a m o u n t in g  to  c lo s e  o n  U S $ 9 0  m il l io n .  I f  
th i s  a m o u n t  h a d  b e e n  p a id  t h e  s e rv ic in g  o f  t h e  e x t e r n a l  d e b t  w o u ld  h a v e  a b s o rb e d  5 3 %  o f  t h e  v a lu e  o f  
e x p o r t s  o f  g o o d s  a n d  s e rv ic e s .
F u r t h e r m o r e ,  w i th  t h e  in c r e a s in g  im b a la n c e  o n  th e  e x c h a n g e  m a r k e t  f o r  e s s e n t i a l  i t e m s  ( to  
w h ic h  t h e  o ffic ia l e x c h a n g e  r a t e  i s  a p p l i e d ) ,  t h e  C e n t r a l  B a n k  h a d  to  o b t a in  f o r e ig n  c u r r e n c y  in  th e  
i n t e r b a n k  e x c h a n g e  m a r k e t  in  o r d e r  to  m e e t  i ts  e x t e r n a l  o b l ig a t io n s .  T h i s  le d  to  c o n s id e r a b le  
e x c h a n g e  lo s s e s  a n d  a  m o n e ta r y  e x p a n s io n  t h a t  in c r e a s e d  in f la t io n a r y  t e n s io n s .
T o  s u m  u p ,  in  1985 th e  p r o b l e m s  o f  t h e  e x t e r n a l  d e b t  c a m e  to  t h e  su r fa c e  v io le n t ly .  T h e  h e a v y  
i n d e b te d n e s s  c o n t r a c t e d  f o r  s h o r t  t e r m s  to  s u p p o r t  t h e  b a la n c e  o f  p a y m e n t s  a n d  th e  e x c h a n g e  r a t e ,  o n  
t h e  a s s u m p t io n  t h a t  t h e  e x t e r n a l  e c o n o m ic  c r i s i s  w o u ld  n o t  l a s t  l o n g ,  m e a n t  t h a t  i t s  s e r v ic in g  r o s e  to  
v i r tu a lly  u n m a n a g e a b le  p r o p o r t i o n s .  A ll  t h e  f o r e g o in g  w o u ld  a p p e a r  to  in d ic a te  a n  i m m i n e n t  n e e d  to  
n e g o t i a t e  n e w  m a tu r i t i e s .
4 . P r i c e s  a n d  w a g e s
P r ic e s  r o s e  a t  a  r a t e  r a r e ly  s e e n  in  t h e  m o d e r n  h is to r y  o f  t h e  c o u n t r y ,  w i th  a  p e r s i s t e n t  t r e n d  to w a r d s  
a c c e le ra t io n .  I n  t h e  c a s e  o f  t h e  c o n s u m e r  p r ic e  in d e x ,  t h e  v a r i a t i o n  b e tw e e n  a n n u a l  a v e r a g e s  w a s  
1 8 .4 % , w h i le  t h a t  b e tw e e n  th e  D e c e m b e r - D e c e m b e r  f ig u re s  w a s  3 1 .5 % ,  c o m p a r e d  w i t h  t h e  p r e v io u s  
y e a r  ( s e e  ta b le  17). I n  a ll m o n t h s  e x c e p t  F e b r u a ry ,  t h e r e  w a s  a  s te a d y  a c c e le r a t io n  o f  in f la t io n .  T h e  
p h e n o m e n o n  w a s  g e n e r a l i z e d ,  c o v e r in g  a ll t h e  m a i n  i t e m s  o f  e x p e n d i tu r e  a n d  a p p a r e n t ly  a f fe c tin g  a ll 
a r e a s  o f  t h e  c o u n try .  S in c e  th i s  i n d e x  is  b a s e d  o n  a  s a m p le ,  i t  m a y  n o t  h a v e  in c lu d e d  t h e  r i s e  in  s o m e  
p r o d u c t s  t h a t  t r e b le d  in  p r i c e .10
T h e  u p s u r g e  o f  i n f la t io n  w a s  d u e  to  t h e  fa ll  in  t h e  e x c h a n g e  r a t e ,  t h e  e x c e s s iv e  m o n e t i z a t i o n  o f  
t h e  e c o n o m y , a n d  th e  t e m p o r a r y  la c k  o f  s u p p l ie s  o f  s o m e  p r o d u c t s .  A  r i s e  in  p r ic e s  h a d  b e g u n  f ro m  
th e  e n d  o f  1 9 8 4 , s t im u la t e d  b y  t h e  e v o lu t io n  o f  t h e  p a r a l l e l  e x c h a n g e  m a r k e t .  S e e in g  t h a t  th i s  
e s c a la t io n  o f  p r ic e s  w a s  s p e c u la t iv e ,  t h e  a u th o r i t i e s  a d o p te d  a  C o n s u m e r  P r o t e c t io n  L a w  w h ic h  se t
10 Covers the evolution of the prices of 225 goods and services.
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c e i l in g  p r ic e s  f o r  a  f a i r  n u m b e r  o f  p r o d u c t s  a n d  p r o v id e d  fo r  p u n i s h m e n t  o f  th e  e s t a b l i s h m e n t s  t h a t  
fa i le d  to  o b s e r v e  th e m .  T h is ,  t o g e t h e r  w i th  s o m e  s e a s o n a l  f a c to r s  a n d  a  c e r t a in  s t a b i l i z a t i o n  in  th e  
e x c h a n g e  r a t e s ,  s u c c e e d e d  in  m o d e r a t i n g  in f la t io n  d u r in g  t h e  f i r s t  q u a r te r .  F r o m  A p r i l ,  h o w e v e r ,  t h e  
d e s t a b i l i z a t io n  p r o c e s s  b e g a n  a n e w , p a r t l y  in  r e s p o n s e  to  t h e  a p p l ic a t io n  o f  a  s e t  o f  e c o n o m ic  
m e a s u r e s ,  in c lu d in g  t a x a t io n  a n d  e x c h a n g e  p r o v i s i o n s ,  w h ic h  w a s  l a t e r  r e p e a le d  w i th o u t  r e s t o r i n g  
th e  p r e c a r io u s  e q u i l i b r iu m  o f  t h e  f i r s t  q u a r te r .
F in a l ly ,  f ro m  M a y  o n w a r d s ,  c u r re n c y  o u t s id e  b a n k s  b e g a n  to  in c r e a s e ,  a n d  th e  c o n s id e ra b le  r i s e  
in  l iq u id i ty  g r a d u a l ly  c a m e  to  b e  a  f u r th e r  e l e m e n t  o f  in f la t io n .
A s  r e g a r d s  w a g e s ,  t h e  in d ic a to r s  r e l a t i n g  to  so c ia l  s e c u r i ty  r e c o r d s  r e v e a l  a  s l ig h t  n o m in a l  
in c r e a s e  d u r i n g  th e  y e a r  (-see ta b le  18).
I n  g e n e r a l ,  e c o n o m ic  p o lic y  w a s  p a s s iv e  in  t h e  w a g e s  f ie ld , l e a v in g  t h e  a d ju s tm e n ts  to  b e  d e f in e d  
a t  t h e  r e v ie w s  o f  c o l le c t iv e  b a r g a in in g  a g r e e m e n t s  — w h ic h  c o v e r  o n ly  a  s m a ll  p a r t  o f  t h e  u n io n iz e d  
la b o u r  g r o u p s —  o r  v o lu n ta r i l y  o n  th e  p a r t  o f  t h e  e n t r e p r e n e u r i a l  s e c to r . T h u s ,  t h e  la s t  g e n e r a l  
a d ju s tm e n t  o f  t h e  m i n i m u m  w a g e  w a s  d e c r e e d  in  1979-
C o m p a r i s o n  b e tw e e n  th e  m o d e s t  n o m in a l  in c r e a s e  in  w a g e s  a n d  th e  r i s e  in  p r ic e s  r e v e a ls  t h a t  
f o r  t h e  t h i r d  y e a r  r u n n i n g  t h e r e  w a s  a  f a l l  in  r e a l  w a g e s ,  w h ic h  b r o u g h t  th e m  b e lo w  t h e  le v e l  r e a c h e d  
t e n  y e a r s  b e f o re .  T h e  lo s s  o f  p u r c h a s in g  p o w e r  o n  th e  p a r t  o f  e m p lo y e e s  a n d  w o r k e r s  r e a c h e d  
e x c e p t io n a l  l e v e ls ,  w h ic h  b e g a n  to  g iv e  r i s e  to  p r o t e s t s  o v e r  t h e  u n e q u a l  d i s t r i b u t io n  o f  t h e  b u r d e n  o f  
e c o n o m ic  a d ju s tm e n t .
5. F i s c a l  a n d  m o n e t a r y  p o l i c y
a )  Fiscal policy
F is c a l  p o lic y  w a s  t h e  su b je c t  o f  h e a t e d  d e b a te ,  e s p e c ia l ly  w i th  r e g a r d  to  p o s s ib le  t a x  r e fo r m s .  
A f te r  fo u r  y e a r s  o f  d e c l in e ,  c u r r e n t  in c o m e  r o s e  c o n s id e ra b ly  ( 2 8 % ) .  T h is  w a s  a n  e v e n  b ig g e r  
in c r e a s e  t h a n  h a d  b e e n  a n t i c ip a te d  in  t h e  b u d g e ta r y  e s t im a te s ,  a n d  w a s  b a s ic a lly  d u e  to  t h r e e  fa c to rs :
T ab le  18
G U A T E M A L A : E V O L U T IO N  O F  W A G E S  A N D  S A L A R IE S
1980 1981 1982 1983 1984 1985"
A. A v e ra g e  w a g e s  a n d  sa la rie s  
I n d e x e s  (1975 =  100)
W ag es  and 
N o m in a l
sa laries
148.5 194.8 206 .8 200 .8 206.2 220.6
R eal 89.4 105.2 111.5 103.4 102.7 92.7
W ag es and 
N o m in a l
sa laries
10.9
G r o w th  ra te s  
31.2 6.2 -2.9 2.7 7.0
R e a l 0.1 17.6 6.0 -7.3 -0.7 -9.7
W ag es and 
N o m in a l
sa laries b ill
215.4
B. T o ta l  w a g e s  a n d  sa la rie s  b ill 
I n d e x e s  (1975 =  100)
221.1 242.0 222.4 235.6 254.7
R e a l 129.7 119.5 130.5 114.6 117.3 107.0
W ag es  and 
N o m in a l
sa la ries  bill
10.8
G r o w th  ra te s
2 .6 9.5 -8.1 5.9 8.1
R eal -7.9 9.2 -12.2 2.4 -8.8
Source: I-C1.AC, on the bjsisof information supplied by the Guatemalan SOCIJI Security Institute on the number of persons registered and the




t h e  t a x  c h a n g e s  in t r o d u c e d  in  t h e  la s t  q u a r t e r  o f  1 9 8 4 , w h ic h  h a d  t h e i r  fu ll e f fe c t in  1 9 8 5 ; t h e  im p a c t  
o f  in f la t io n  o n  th e  t a x  b u r d e n ,  a n d  th e  e f fo r ts  m a d e  to  i m p r o v e  th e  t a x  c o l le c t io n  s y s te m  a n d  to  r e d u c e  
ta x  e v a s io n .
W i t h  a  v ie w  to  c o n t in u in g  th e  a d ju s tm e n t  p o lic y  a n d  r e s t o r i n g  t h e  a g r e e m e n t  w i th  t h e  
I n t e r n a t i o n a l  M o n e ta r y  F u n d ,  i n t e r r u p t e d  t h e  y e a r  b e f o re ,  t h e  g o v e r n m e n t  a n n o u n c e d  a  s e r ie s  o f  
e c o n o m ic  m e a s u r e s  in  t h e  s e c o n d  h a l f  o f  1985  w h ic h  in c lu d e d  n e w  ta x e s  o r  r e a d ju s tm e n t  o f  o t h e r s ,  
c o u p le d  w i th  m o n e ta r y  a n d  e x c h a n g e  a r r a n g e m e n t s .11
A f te r  n u m e r o u s  m a n i f e s t a t i o n s  o f  p r o t e s t  a g a in s t  t h e  so -c a l le d  " A p r i l  p a c k a g e "  t h e  g o v e r n ­
m e n t  d e c id e d  to  r e p e a l  i t  a n d  to  p r o p o s e  t h e  o r g a n iz a t io n  o f  a  " n a t io n a l  d ia lo g u e " .  A f te r  p r o lo n g e d  
d e b a t e s  a m o n g  th e  d i f f e r e n t  g r o u p s  r e p r e s e n te d ,  r e c o m m e n d a t io n s  w e r e  m a d e  o n  v a r io u s  a s p e c ts  o f  
n a t io n a l  e c o n o m ic  p o lic y . O n  th e  b a s is  o f  th e s e  r e c o m m e n d a t io n s  t h e  g o v e r n m e n t  is s u e d  d e c r e e - la w  
6 5 - 8 5 ,  w h e r e b y  a  3 .5 %  ta x  w a s  im p o s e d  o n  i n t e r n a t io n a l  t r a n s a c t io n s  m a d e  b y  b a n k s  a n d  m o n e y  
e x c h a n g e  o f f ic e s ; d e c r e e - la w  6 8 - 8 5 ,  w h ic h  in c r e a s e d  th e  t a x  o n  d e p a r t u r e s  f ro m  t h e  c o u n t r y ,  a n d  
d e c r e e - la w  6 6 - 8 5 ,  w h ic h  e x e m p te d  t r a n s p o r t  o p e r a t o r s ,  a s  w e l l  a s  u n iv e r s i t i e s  a n d  m u n ic ip a l i t i e s  
f ro m  t h e  v a lu e - a d d e d  ta x .
I t  d id  n o t  p r o v e  p o s s ib le  to  m a k e  an y  s u b s ta n t i a l  c h a n g e s  in  t h e  w e a k  a n d  r e g r e s s iv e  ta x  
s t r u c tu r e  o f  t h e  c o u n t r y ,  b u t  c o l le c t io n  w a s  in c r e a s e d  b y  3 5 % .  T h e  t a x  b u r d e n ,  h o w e v e r ,  b a r e ly  
e x c e e d e d  6 %  o f  t h e  p r o d u c t ,  s o  t h a t  i t  c o n t in u e d  to  b e  a m o n g  t h e  lo w e s t  in  t h e  w o r ld . T h e  r i s e  in  f isc a l 
r e v e n u e s  s t e m m e d  m a in ly  f ro m  in d i r e c t  ta x e s ,  a l t h o u g h  d i r e c t  ta x e s ,  w h ic h  g e n e r a l ly  s t a r t  f ro m  a  
v e ry  m o d e s t  b a s e ,  w e n t  u p  m o r e  in  p e r c e n t a g e  t e r m s .
D u r i n g  t h e  la s t  f iv e  y e a r s  t h e  g o v e r n m e n t  h a s  p u t  in to  e f fe c t  a  p o lic y  o f  r e d u c in g  e x p e n d i t u r e  a s  
p a r t  o f  t h e  e c o n o m ic  a d ju s tm e n t  e f fo r t. F r o m  1 7 %  o f  t h e  d o m e s t ic  p r o d u c t  in  1 9 8 1 , p u b l ic  e x p e n d i ­
tu r e  h a s  c o n t in u e d  i t s  d e c l in in g  t r e n d  e v e r  s in c e  a n d  fe ll to  o n ly  1 1 %  in  1985 ( s e e  t a b le  19).
F a c e d  w i th  t h e  n e e d  to  h o ld  d o w n  d o m e s t ic  d e m a n d  in  o r d e r  to  r e s t o r e  e x t e r n a l  e q u i l ib r iu m  a n d  
to  m o d e r a t e  in f la t io n a r y  p r e s s u r e s ,  t h e  g o v e r n m e n t  b u d g e te d  f o r  e x p e n d i t u r e  o f  a p p r o x im a te ly  
1 2 8 0  m i l l io n  q u e tz a l s ,  w h ic h  r e p r e s e n t e d  a  n o m in a l  r e d u c t io n  o f  2 .4 %  c o m p a r e d  w i th  t h e  19 8 4  
b u d g e t .  T h e  i t e m s  in  w h ic h  t h e  c u ts  w e r e  c o n c e n t r a t e d  w e r e  a g r ic u l tu r e  ( 5 % )  a n d  p u b l ic  w o r k s  
( 2 3 % ) .  F in a l ly ,  a f te r  s e v e ra l  e f fo r t s  to  im p o s e  m o r e  a u s te r i ty  o n  th e  p u b l ic  a d m in i s t r a t i o n ,  t h e  b u d g e t  
w a s  e f fe c tiv e ly  r e d u c e d  b y  a r o u n d  5 % .
C u r r e n t  e x p e n d i t u r e  r o s e  to  8 3 0  m i l l io n  q u e tz a l s ,  a s  a g a in s t  t h e  7 2 7  m i l l io n  b u d g e te d ,  r e p r e s ­
e n t i n g  a n  in c r e a s e  o f  8 %  o v e r  t h e  p r e v io u s  y e a r .  T h e  m o s t  o u t s t a n d in g  i t e m  w a s  t h e  o u t la y  o n  
d e fe n c e  a n d  s e c u r i ty , w h i le  e x p e n d i t u r e  o n  so c ia l  s e rv ic e s  ( e s p e c ia lly  h e a l t h  a n d  e d u c a t io n )  t e n d e d  to  
fa ll s l ig h t ly .
C a p ita l  e x p e n d i t u r e  ( p a r t i c u la r ly  in  r e s p e c t  o f  r e a l  i n v e s tm e n t )  a ls o  g r e w  s lo w ly  ( 5 .5 % ) ,  
w h e r e a s  p a y m e n t s  o n  t h e  e x t e r n a l  d e b t  in c r e a s e d  m o r e  ra p id ly . A s  a  r e s u l t  o f  t h e  s lo w e r  g r o w th  o f  
c u r r e n t  e x p e n d i t u r e  c o m p a r e d  w i th  in c o m e  ( in d e e d ,  th i s  g r o w th  e v e n  r e p r e s e n t e d  a  c o n t r a c t io n  in  
r e a l  t e r m s )  t h e  f isc a l d e f ic i t  d r o p p e d  f ro m  4 6 6  m i l l io n  q u e tz a l s  in  198 4  to  3 6 2  m i l l io n  in  1 9 8 5 . A t  a ll 
e v e n t s ,  t h e  f isc a l im b a la n c e  r e m a in e d  h ig h  in  t e r m s  o f  t h e  g o v e r n m e n t 's  f in a n c ia l  c a p a c ity ,  s in c e  it  
w a s  e q u iv a l e n t  to  4 2 %  o f  t a x  r e v e n u e s ;  in  m a c r o e c o n o m ic  t e r m s ,  h o w e v e r ,  i t  b a r e ly  e q u a l le d  3.3 %  o f  
t h e  p r o d u c t ,  w h e r e a s  in  1981 i t  h a d  c o m e  to  8 .6 % . T h is  m e a n t  t h a t  t h e  g o v e r n m e n t 's  f in a n c ia l  
p r o b le m  w a s  n o t  so  m u c h  t h e  f isc a l d e f ic i t  a s  t h e  w e a k  a n d  in e la s t i c  t a x  s t r u c tu r e ,  w h ic h  h a s  p r e v e n t e d  
th e  a d o p t io n  o f  p o l ic ie s  g iv in g  m o r e  r o o m  to  m a n o e u v r e .
b )  M onetary policy
A s  in  p r e v io u s  y e a r s ,  t h e  m o n e ta r y  p o lic y  c o n t in u e d  to  a d ju s t  i t s e l f  to  t h e  c h a n g in g  e c o n o m ic  
c o n d i t io n s  a t  h o m e  a n d  a b r o a d  in  a n  e f fo r t  to  a d a p t  t h e  m o n e ta r y  e x p a n s io n  to  t h e  n e e d s  o f  th e  
p r o d u c t iv e  s y s te m  a n d , a b o v e  a ll, to  c o m b a t  in f la t io n a r y  p r e s s u r e s .  H e n c e  a  m o d e r a t e  c r e d i t  p o lic y  
w a s  a p p l ie d  w i th  r e s p e c t  b o th  to  t h e  p u b l ic  a n d  th e  p r i v a t e  s e c to r ;  i n t e r e s t  r a te s  w e r e  m o d if ie d  in  
o r d e r  to  s t im u la t e  d o m e s t ic  s a v in g  a n d  n e u t r a l i z e  in  p a r t  t h e  c o m p e t i t i o n  o f  th e  i n t e r n a t io n a l  c a p i ta l
11 Decree 27-85 established a temporary specific tax on coffee ex ports to markets outside the quota area, equivalent to 50'/? of the profits 
derived from exchange preferences. Decree 28-85 complements that establishing money exchange offices. Decree 29-85 identifies exchange 
offenses, while under the terms of decree 30-85 a selective consumption tax is imposed on the sale price or value of imports in national currency 
according to the exchange rate used for the transactions, less 15% for national or Central American products and 50Q? for the rest; taxes on 
beverages are increased, income tax is modified, exemptions in respect of poultry-breeding are eliminated, and the laws on stamped paper and 
revenue stamps and on the value-added tax are modified.
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m a r k e t ;  o p e n  m a r k e t  o p e r a t i o n s  w e r e  c o n d u c te d  to  t a k e  u p  t e m p o r a r y  s u r p lu s e s  o f  l iq u id i ty  a n d ,  f o r  
t h e  s a m e  p u r p o s e ,  b a n k  r e s e r v e  r e q u i r e m e n t s  w e r e  in c r e a s e d .  N o n e t h e l e s s ,  m o s t  o f  th e s e  e f fo r ts  
w e r e  n e u t r a l i z e d  b y  t h e  d e c is io n  to  k e e p  th e  o ff ic ia l e x c h a n g e  r a t e  u n c h a n g e d .
I n  N o v e m b e r  198 4  a  p a r a l l e l  e x c h a n g e  m a r k e t  ( m a n a g e d  b y  t h e  b a n k in g  s y s te m )  w a s  se t  u p .  I n  
t h e  e v e n t ,  t h i s  r e d u c e d  t h e  c a p a c ity  o f  t h e  C e n t r a l  B a n k  to  m a n a g e  e x t e r n a l  t r a n s a c t io n s ,  s in c e  a  
g r o w in g  p r o p o r t i o n s  o f  th e s e  c e a s e d  to  b e  c o n d u c te d  in  t h e  o ffic ia i m a r k e t .  I n  F e b r u a r y ,  M a r c h ,  M a y  
a n d  O c to b e r  1 9 8 5 , f o u r  m o d i f i c a t io n s  w e r e  m a d e  in  t h e  e x c h a n g e - r a t e  p o lic y  r e g a r d in g  th e  d i f fe r e n t  
p r o p o r t i o n s  o f  in c o m e  f ro m  e x te r n a l  s a le s  o f  t e n  p r o d u c t s  ( o r  g r o u p s  o f  p r o d u c t s )  w h ic h  e x p o r t e r s  
c o u ld  n e g o t i a t e  o n  th e  f r e e  m a r k e t .  W i th  r e g a r d  to  i m p o r t s ,  in  a d d i t io n  to  t h e  m a r k e t  f o r  e s s e n t ia l  
i t e m s  — o n  w h ic h  b y  th e  y e a r 's  e n d  th e  o n ly  t r a n s a c t io n s  m a d e  w e r e  f o r  th e  e x t e r n a l  d e b t ,  fu e ls , 
a g r ic u l tu r a l  i n p u t s ,  m e d ic in e s  a n d  w h e a t—  a n d  th e  p a r a l l e l  m a r k e t ,  a  m a r k e t  w a s  o p e n e d  o n  w h ic h  
f o r e ig n  e x c h a n g e  w a s  a u c t io n e d  f o r  t h e  p u r c h a s e  o f  b a s ic  i n p u t s  a n d  c a p i ta l  g o o d s . T h u s  t h e r e  w a s  a  
g r a d u a l  p r o l i f e r a t i o n  o f  r a t e s  o f  e x c h a n g e ,  a c c o r d in g  to  t h e  n a t u r e  o f  e x p o r t s ,  t h e  t im e  o f  p a y m e n t ,  
a n d  th e  m a r k e t  w h e r e  t h e  t r a n s a c t i o n s  c o u ld  ta k e  p la c e .  T h e  e x c h a n g e  r a t e ,  t h e r e f o r e ,  w a s  g r a d u a l ly  
r e p l a c in g  o t h e r  e c o n o m ic  p o l ic y  i n s t r u m e n t s  in  t h e  f u n c t io n s  o f  s t im u la t in g  p r o d u c t io n  a n d  e x p o r t s .
T ab le  19
G U A T E M A L A : C E N T R A L  G O V E R N M E N T  I N C O M E  A N D  E X P E N D I T U R E
M illio n s  o f  q u e tza  Is G ro w th  ra tes
1982 1983 1984 1985" 1981 1982 1983 1984 1985°
1. C u r r e n t  in c o m e
T ax  rev en u e  
D irec t 
In d irec t
O n  fo re ig n  tra d e
2. C u r r e n t  e x p e n d i tu r e
3. C u r r e n t  s a v in g  ( 1 - 2 )
4. C a p ita l  e x p e n d i tu r e
R eal in v e s tm e n t
D e b t a m o r tiz a tio n  p a y m e n ts
5. T o ta l  e x p e n d i tu r e  (2  + 4)
6. F isca l d e f ic i t  (o r su rp lu s)
( 1 - 5 )
7. F in a n c in g  o f  d e f ic i t
D o m e s tic  f inancing '
E x te rn a l fin an c in g
R a tio s
C u rre n t sa v in g /c a p ita l e x p e n d itu re  
F isca l d e f ic i t /to ta l  e x p e n d itu re  
T ax  re v e n u e /g ro s s  d o m es tic  
p ro d u c t
T ota l e x p e n d itu re /g ro s s  
d o m e s tic  p ro d u c t 
F iscal d e f ic it/g ro s s  d o m e s tic  
p ro d u c t
D o m e s tic  f in a n c in g /d e fic it 
E x te rn a l f in a n c in g /d e fic it
730 741 666 853
626 573 498 673
108 1.34 86 124
518 439 412 549
125 106 107 88
710 721 767 830
20 20 -101 23
548 376 365 385
432 316 263 269
116 60 102 116
1 258 1 097 1 132 1 215
-528 -356 -466 -362
528 356 466 362
416 256 413 281
112 100 53 81
P e rc e n ta g e s
3.6 5.3 -27.7 6.0
42 .0 32.5 41.2 29.8
7.2 6.3 5.3 6.1
14.4 12.1 12.0 11.0
6.0 3.9 4.9 3.3
78.8 71.9 88.6 77.6
21.2 28.1 11.4 22.4
-0 .8 -1.5 -1 .5  > -10.1 28.1
-3.9 -3.9 -8.5 -13.1 35.1
9.4 -1.8 24.1 -35.8 44.2
-6.2 -4.4 -15.3 -6.2 3.3.3
-34.0 -26.9 -15.2 0.9 -17.8
11.9 -6.5 1.5 6.3 8.2
40 .6 -24.3 -31 .4 -2 .9 5.5
41.8 -30.4 -26.9 -16.8 2.3
33.8 12.6 -48.3 70.0 13.7
24.3 -15.2 -12 .8 3.2 7.3
66 .4 -28 .8 -32 .6 30.9 -22.3
9.3.3 -34.4 -38.5 61.3 -32.0
-8.5 3.7 -11.1 -47.0 52.8
Source: LCI.AC, on the basis o f  official figures.





E n d -y e a r b a lan ce
(m illio n s  o f  q u e tza ls) G ro w th  ra tes
1982 1983 1984 1985" 1982 1983 1984 1985"
M o n e ta ry  base 802 734 783 1 274 16.7 -8.5 6.7 62.7
M oney  (M ,) 749 788 846 1 204 1.5 5.2 7.4 42.3
Q u as i-m o n ey 1 532 1 540 1 781 2  066 20.7 0.5 15.6 16.0
M oney  p lu s q u asi-m oney  (M 2) 2  281 2  328 2  627 3 270 13.7 2.1 12.8 24.5
D o m e s tic  cred it 2  766 3 107 3 623 4  022 13.1 12.3 16.6 11.0
To th e  p ub lic  secto r 1 097 1 254 1 568 1 703 36.4 14.3 25.0 8.6
C e n tra l g o v e rn m e n t (n e t) 1 274 1 447 1 740 1 915 51.5 13.6 20.2 10.1
P u b lic  in s titu tio n s -177 -193 -172 -212 378.4 9.0 -10.9 23.3
To th e  p r iv a te  secto r 1 669 1 853 2  055 2  319 1.7 11.0 10.9 12.8
C o e ff ic ie n ts
M o n e ta ry  m u ltip lie rs
M ,/M o n e ta ry  base ' 0.93 1.07 1.08 0.95
M  ¿ /M o n e ta ry  base 2.84 3.17 3.35 2.57
V elocity  o f  c ircu la tion : 
G D P /M , 8.6 8.7 8.9 10.9
Source: UCLAC, on the basis of official figures.
"Preliminary figures. On basis of balances at end of period. ' equivalent to currency outside banks.
A s  t h e  e s s e n t i a l - p r o d u c t s  m a r k e t  — a t t h e  o ff ic ia l e x c h a n g e  r a t e —  c o n t in u e d  to  s h o w  a n  
in c r e a s in g  im b a la n c e ,  t h e  B a n c o  d e  G u a te m a la  fo u n d  i t s e l f  o b l ig e d  to  o b t a in  f o r e ig n  e x c h a n g e  in  t h e  
i n t e r b a n k  m a r k e t  to  a s s ig n  i t  a t  t h e  o ff ic ia l p a r i ty .  T h u s  i n c r e a s in g  lo s s e s  w e r e  in c u r r e d  o n  th e  
e x c h a n g e  r a t e  w h ic h  a ffe c te d  m o n e t a r y  e x p a n s io n  a n d  th e  l iq u id i ty  o f  t h e  e c o n o m y .
S ta t i s t ic a l ly ,  t h e  t h r e e  id e n t i f i a b le  e x c h a n g e  r a te s  s h o w e d  a  te n d e n c y  to w a r d s  d e p r e c i a t i o n ,  
i n t e r r u p t e d  o n ly  in  t h e  l a s t  q u a r t e r ,  w h e n  th e y  fe ll f o r  r e a s o n s  o f  a  s e a s o n a l  n a t u r e  ( s e e  ta b le  16). A t 
th i s  t i m e ,  t h e  s u p p ly  o f  d o l l a r s  e x c e e d e d  d e m a n d  o w in g  to  t h e  a n n u a l  f lu c tu a t io n s  o f  i m p o r t s  a n d  
e x p o r t s  a n d  to  t h e  d e p le t i o n  o f  t h e  r e s o u r c e s  t h a t  h a d  b e e n  u s e d  fo r  s p e c u la t iv e  p u r p o s e s .
T h e  f lu c tu a t io n s  in  t h e  e x c h a n g e  r a te s  d o m in a t e d  m o n e ta r y  p o l ic y ,  w h ic h  h a d  to  a d a p t  i t s e l f  in  a  
r a t h e r  p a s s iv e  w a y . M o n e y  in  c i r c u l a t i o n  in c r e a s e d  m o d e r a te ly  in  t h e  f i r s t  fo u r  m o n t h s  ( 9 .6 %  o n  
a v e r a g e ) ,  b u t  a s  f ro m  M a y , w h e n  e x c h a n g e  r a t e  d e v a lu a t io n  s p e e d e d  u p ,  t h e  r i s e  w a s  2 2 .9 % ,  r e a c h in g  
4 2 .3 %  in  D e c e m b e r .
T h e  c h a n g e  in  e x p e c t a t i o n s  g a v e  r i s e  to  a  m a r k e d  p r e f e r e n c e  f o r  l iq u id i ty  in  t h e  p r i v a t e  s e c to r ,  
w h ic h  w e a k e n e d  t h e  i n s t r u m e n t s  f o r  a t t r a c t i n g  s a v in g s  ( q u a s i - m o n e y ) ,  a n d  c a u s e d  t h e m  to  e v o lv e  
m u c h  m o r e  s lo w ly  a n d  e v e n ly  t h r o u g h o u t  t h e  p e r io d .
C r e d i t  p o l ic y  r e m a in e d  w i t h i n  m o d e r a t e  l im i ts ;  t h e  y e a r - e n d  b a la n c e s  r e f le c te d  a  n e t  g r o w t h  o f  
8 .6 %  f o r  t h e  p u b l i c  s e c to r  a n d  1 2 .8 %  f o r  t h e  p r i v a t e  s e c to r  ( s e e  t a b le  2 0 ) .  C o m m e r c ia l  b a n k  l iq u id i ty  
d e c l in e d  u p  to  A u g u s t ,  a f te r  w h ic h  t h e  s i t u a t io n  w a s  r e v e r s e d  in  v ie w  o f  t h e  e x p a n s io n  o f  t h e  m e a n s  o f  
p a y m e n t .  C o n s e q u e n t ly ,  t h e  r e c o r d  e x p a n s io n  o f  t h e  m o n e ta r y  b a s e  ( 6 2 .7 % )  w a s  m a in ly  d u e  to  t h e  




1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
I n  1985 t h e  H a i t i a n  e c o n o m y  g re w  a t  a  s ig n i f ic a n t  p a c e . T h is  to o k  p la c e  in  s p i t e  o f  a  g e n e r a l  s e t t i n g  o f  
a u s te r i ty  w h ic h  i t  w a s  n e c e s s a ry  to  e s ta b l i s h  in  o r d e r  to  m e e t  t h e  d e m a n d s  o f  t h e  I n t e r n a t i o n a l  
M o n e ta r y  F u n d  a n d  to  r e n e w  t h e  a g r e e m e n t s  w i th  th i s  a g e n c y , w h ic h  h a d  b e e n  d is c o n t in u e d  in  t h e  
s e c o n d  h a l f  o f  1984 d u e  to  d e f a u l t s  in  th e  f isc a l a re a .
I n  a d d i t io n ,  t h e  e c o n o m ic  a g e n t s  p e r f o r m e d  t h e i r  a c t iv i t ie s  w i t h i n  t h e  f r a m e w o rk  o f  a n  
e c o n o m y  w i th  g r e a t  s t r u c tu r a l  r i g id i t i e s  a n d  a  c l im a te  o f  so c ia l  in s ta b i l i ty  w h ic h  h a d  b e g u n  to  d e v e lo p  
t h e  p r e c e d in g  y e a r  a n d  f in a lly  a t  t h e  b e g in n in g  o f  1 986 , t r ig g e r e d  th e  fa ll o f  a  r é g im e  w h ic h  h a d  
r e m a in e d  in  p o w e r  fo r  n e a r ly  t h r e e  d e c a d e s .1
In  1 9 8 5 , fo r  t h e  f i r s t  t im e  in  f iv e  y e a r s ,  t h e  g r o s s  d o m e s t ic  p r o d u c t  in c r e a s e d  b y  3 -5 % , th u s  
r e v e r s in g  t h e  t r e n d s  t o w a r d s  r e c e s s io n  a n d  s t a g n a t io n  r e c o r d e d  b e tw e e n  1981 a n d  1984 . In  s p i t e  o f  
t h e  f o r e g o in g ,  t h e  p r o d u c t  r e m a in e d  v e ry  lo w  a n d  w a s  s l ig h t ly  h ig h e r  t h a n  t h a t  o f  1981 ( s e e  t a b le  1 
a n d  f ig u re  1).
A l th o u g h  th e  r a t e  o f  p o p u l a t i o n  g r o w th  r e m a in e d  s te a d y , t h e  p e r  c a p i ta  p r o d u c t  a lso  s h o w e d  a  
s l ig h t  u p s w in g  ( 1 % ) ,  b u t  i t  a m o u n te d  to  a b o u t  t h e  s a m e  a s  t h a t  o f  1984 a n d  c o n t in u e d  to  r e m a in  
b e lo w  t h e  1 9 7 6  le v e l .2
A lo n g s id e  o f  t h e  r i s e  in  t h e  g r o s s  d o m e s t ic  p r o d u c t  r e f e r r e d  to  a b o v e , t h e  v o lu m e  o f  im p o r t s  
e x p a n d e d  b y  n e a r ly  5 % ,  a  fa c t w h ic h  b e s id e s  c o n f i r m in g  t h e  t r e n d  to w a r d s  re c o v e ry  b e g u n  in  1 9 8 3 , 
a l lo w e d  t h e  to ta l  su p p ly  to  e x p a n d  b y  n e a r ly  4 % ,  r e a c h in g  i ts  h ig h e s t  le v e l s in c e  a t  le a s t  1970.
T h e  s ig n i f ic a n t  r e c o v e ry  in  1985  w a s  m a in ly  b a s e d  o n  t h e  p r o d u c t io n  o f  g o o d s . T h is  a c tiv ity  
e x p a n d e d  b y  o v e r  3 -5 %  a s  a  w h o le ,  t h e  p e r f o r m a n c e  o f  m a n u f a c tu r in g ,  c o n s t r u c t io n  a n d  m in in g  
b e i n g  p a r t i c u la r ly  n o ta b le  in  t h i s  c o n n e c t io n .
M a n u f a c tu r in g  a n d  c o n s t r u c t io n  b e c a m e  t h e  m a in  s ta y s  o f  e c o n o m ic  g r o w th  a c h ie v e d , in c r e a s ­
in g  b y  7 %  a n d  1 2 .5 % , r e s p e c t iv e ly .  T h e  im p l e m e n t a t i o n  o f  c e r t a in  p u b l ic  w o r k s  p r o g r a m m e s  
( in c lu d in g ,  in  p a r t i c u l a r ,  t h e  c o n s t r u c t io n  o f  t h e  G a i l la r d  h y d r o e le c t r i c  p o w e r  p l a n t  a n d  v a r io u s  
d r a in a g e ,  r o a d  a n d  p o r t  w o r k s )  a n d , to  s o m e  e x t e n t ,  p r iv a t e  b u i ld in g  le d  to  a n  u p s u r g e  in  c o n s t r u c t io n  
a n d  c e r ta in  b r a n c h e s  o f  m a n u f a c tu r in g ,  su c h  a s  c e m e n t  a n d  m e ta lw o r k in g  in d u s t r ie s .  L ik e w is e ,  t h e r e  
w a s  a n  e x p a n s io n  in  t h e  m in i n g  o u t p u t  ( 1 8 % ) ,  a l th o u g h  i t s  r e la t iv e  i m p o r t a n c e  in  r e s p e c t  o f  t h e  
g r o s s  d o m e s t ic  p r o d u c t  w a s  c o n s id e ra b ly  lo w e r . O n  t h e  o t h e r  h a n d ,  a g r ic u l tu ra l  p r o d u c t io n ,  w h ic h  
c o n t in u e d  to  a c c o u n t  f o r  t h e  g r e a t e s t  s h a r e  o f  t h e  p r o d u c t  ( 5 5 % ) ,  n e a r ly  s t a g n a te d ,  d u e  m o r e  to  
s t r u c tu r a l  t h a n  to  c o n ju n c tu r a l  p r o b le m s .  A s  a  r e s u l t ,  t h e  fo o d  s h o r t a g e  p e r s i s t e d ,  fo rc in g  a n  in c r e a s e  
in  i m p o r t s  o f  c o n s u m e r  g o o d s . O th e r  s e rv ic e s  a lso  e x p a n d e d  (3 %  ), la rg e ly  d u e  to  c o m m e r c ia l  a c tiv ity . 
B a s ic  s e rv ic e s ,  f o r  t h e i r  p a r t ,  d e c r e a s e d  b y  5 % , d u e  to  a  6 .5 %  d r o p  in  t r a n s p o r t  a n d  c o m m u n ic a t io n s .
•The statistical and qualitative information included in this report refers to the period October-September, correspond­
ing to the fiscal year in Haiti rather than to the calendar year, unless otherwise specified. Here, however, reference is made to 
the political events which occurred after 1985 (early in February 1986) because they m ark the conclusion of a period in the 
country's history. For the same reason certain considerations o f a structural nature are covered.
2O neof the major reasons for the statistical discrepancies pertaining to Haiti is the existence o f two population series. 
According to the CELADE data used here, H aiti now has 6.6 million inhabitants, and its population grows at an annual rate o f 
2.5%. According to data obtained in the population census carried out in Haiti in 1982, its population totals 53 million and 
grows at an annual rate o f only 1.4%. The difference between these two sets o f figures is enormous and affects any 
interpretation. The national accounts appear to have been prepared on the basis o f  the latter, rather than the former. On that 
basis per capita consumption was as low in 1985 as it had been 10 years earlier. If, however, the CELADE population data are 
taken into account, per capita consum ption in the last biennium is the lowest in the 35 years for which information contained in 
national accounts is available.
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In  a d d i t io n  to  all t h i s ,  d o m e s t ic  d e m a n d  in c re a s e d . T h e  g ro s s  i n v e s tm e n t  in  fix ed  c a p i ta l  g r e w  
b y  m o re  t h a n  1 0 .5 % , w h ic h ,  w h e n  ad d e d  to  th e  in c r e m e n ts  in  th e  p r e v io u s  b ie n n iu m , led  to  a  to ta l  
in c r e a s e  o f  o v e r  1 5 %  in  th e  p e r io d  1 9 8 3 -1 9 8 5 . A s  a  r e s u l t ,  th e  in v e s tm e n t  c o e f f ic ie n t  r e a c h e d  its  
h ig h e s t  f ig u re  s in c e  1981 ( 2 0 % ) .  T o ta l  c o n s u m p t io n  a lso  e x p a n d e d  (2  % ) ,  p u b l ic  c o n s u m p t io n  r is in g  
b y  1%  an d  p r iv a t e  c o n s u m p t io n  b y  2 % .  A s  fo r th e  v o lu m e  o f  e x p o r t s  it  in c r e a s e d  b y  a p p r o x im a te ly  
4 .5 % ,  in  c o n f i r m a t io n  o f  th e  r e c o v e ry  b e g u n  in  1 9 8 3 , w h ic h  re s u l te d  in  a  r is e  o f  o v e r  1 2 %  in  th e  la s t  
t r i e n n iu m .
O n  th e  o t h e r  h a n d ,  g iv e n  th e  s t r o n g ly  d e p e n d e n t  n a tu r e  o f  t h e  e c o n o m y , a s  w e ll  a s  its  sm a ll  s iz e  
a n d  its  h ig h  d e g r e e  o f  o p e n n e s s ,  m e a n t  t h a t  th e  c u m u la t iv e  e ffe c ts  o v e r  th e  y e a r s  o f  a n  in f la t io n a r y  
r a te  e x c e e d in g  th e  in t e r n a t io n a l  le v e l w i th in  th e  f r a m e w o rk  o f  a n  e x c h a n g e  r a te  w h ic h  w a s  fixed  in  
1919  w e re  n e g a t iv e  fo r th e  e x te r n a l  se c to r .
T ab le  1
H A I T I :  M A IN  E C O N O M IC  IN D IC A T O R S
1979 1980 1981 1982 1983 1984 1985°
A . B a sic  e c o n o m ic  in d ic a to r s
G ro ss  d o m es tic  p ro d u c t a t m ark e t 
p rices (1 9 8 0  - 100) 93.4 100.0 97.3 93.9 94.5 94.9 98.2
P o p u la tio n  (m illio n s  o f  in h a b ita n ts ) 5.67 5.81 5.95 6.10 6.26 6.42 6.58
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t 
(1 9 8 0  =  100) 95.7 100.0 95.0 89.4 87.8 86.0 86.7
B . S h o rt- te rm  e c o n o m ic  in d ic a to r s  
G ro ss  d o m estic  p ro d u c t
G ro w th
7.6
ra tes
7.1 -2.7 -3.5 0.6 0.4 3.5
P e r  cap ita  g ro ss d o m es tic  p ro d u c t 5.0 4 .6 -5.0 -5.8 -1.8 -2.0 0.9
C o n su m e r  prices 
S e p te m b e r  to  S e p te m b e r 18.6 9.5 4.7 6.2 12.2 6.1 15.0
V a ria tio n  b e tw een  an n u a l av erages 9.7 18.1 7.6 9.0 8.8 8.0 8.4
R eal w ages and sa la ries 8.9 16.6 -3.7 4.7 -6.7 -7.3 4 .8
M oney 22.0 11.1 21.3 14.9 -1.8 17.9 11.5
C u rre n t incom e o f  g o v e rn m e n t 12.0 14.0 -4.4 15.6 10.9 8.0 23.0
T ota l e x p e n d itu re  o f  g o v e rn m e n t 14.7 21.5 19.2 34.3 2.1 6.4 1.2
Fiscal d e f ic it/to ta l e x p e n d itu re  o f  g o v e rn m e n t"  42.2 42.5 53.9 58.4 54.8 54.1 44.2
Fiscal d e f ic it/g ro ss  d o m estic  p ro d u c t' 7.9 7.0 10.5 14.4 12.6 11.8 9.0
C u rre n t value o f  e x p o rts  o f  goods 
and serv ices 0.8 43.5 -21.3 12.2 6.9 3.8 14.4
C u rre n t va lue  o f  im p o rts  o f  goods 
and se rv ices 6.9 46.5 6.9 -10.1 7.0 1.9 10.9
T e rm s  o f  tra d e  (goods and serv ices) -8.7 -1.4 -20.0 1.4 -7.0 13.7 5.5
C  E x te rn a l se c to r
T ra d e  balance  (goods and se rv ices)
ns o f  d o lla rs  
-117 -178 -277 -195 -209 -208 -220
N e t  p a y m e n t o f  p ro fits  and in te re s t 13 14 13 14 14 18 20
B a lan ce  on  c u rre n t account -97 -140 -225 -160 -177 -182 -191
B alance  on  cap ita l account 105 111 168 115 144 154 168
V a ria tio n  in  n e t in te rn a tio n a l 
rese rv es 24 -26 -50 -3 -32 -6
E x te rn a l d eb t 248 290 372 410 551 607 599
Source: iiCLAC, on the basis o f  official figures.
"Preliminary figures. Minimum wages in industry. Percentages. ’Disbursed public external debt.
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Nevertheless, the current value of exports of goods grew by 12%, making four consecutive 
years of sustained expansion. This occurred although the volume of coffee exports continued to 
decline in spite of the higher prices on the international market. In addition, sugar sales abroad were 
discontinued, and the country even became a net importer of this commodity. On the other hand, the 
subcontracting industry, despite its fragile bases and its dependence on fluctuations in the American 
market, showed great dynamism in the last biennium, offsetting the drop in traditional and 
handicrafts exports. Meanwhile, the value of imports grew by 6%, after slowing down in 1984. 
Owing to the food shortage, food purchases accounted for 20% of total imports, expanding by over 
6.5%.
Although the unit value of exports of goods increased more than that of imports (2.5% and 
0.5%, respectively), the terms of trade in goods went up by 2%. This contrasted with a rise of over 
20% recorded in 1984. However, since the volume of exports increased, the purchasing power of 
exports rose to 11.5% as against 9% recorded the previous year.
The terms of trade in goods and services for their part rose by 5.5%, which, coming on top of 
the great expansion shown the previous year, meant that the increase in the 1984-1985 biennium was 
one of over 19%. Since the volume of exports also increased, the purchasing power of exports of 
goods and services grew by over 12% —three times the rate shown in 1984— , making four 
consecutive years of expansion.
In 1985, as in the previous year, there was a deficit in the trade balance (US$220 million), which 
occurred because although the imbalance between exports and imports of goods declined by 3%, 
there was an increase in the imbalance in respect of trade in real services (20%).
Due to the above and to the fact that factor service payments increased by 11 % owing to greater 
disbursements stemming from interest paid on the external debt, the increase in private transfers 
(14%) failed to offset the current account deficit. The latter grew by 5%, and amounted to slightly 
more than US$190 million —its highest level since 1982.
As for official donations, they went up by approximately 30%, amounting to enough to cover 
half the current account deficit. Since capital inflow, in spite of increasing 9%, only amounted to 
US$170 million, for the sixth year in a row the country lost reserves, this time in the amount of US$23 
million.
As for the external debt, the total sum disbursed amounted to US$600 million. External debt 
servicing increased by over 75%, rising to US$64 million. This was due solely to an increase in 
amortization payments, which more than doubled; interest payments, on the other hand, declined by 
over 10%.
External debt servicing as a percentage of exports of goods and services, accelerated greatly in 
the past biennium. Thus, although in the first years of the decade it did not exceed 8%, in 1984 it went 
up to 12 % and a year later it came close to 19%. Something similar happened with the services/dis- 
bursements ratio, and in 1985, for the first time, amortization and interest payments far outweighed 
new credits disbursed (133%).
In 1985 the economy experienced a substantial acceleration in the inflation. Although the 
variation between annual averages resembled that recorded the preceding fiscal year (8%), the 12- 
month increase was 15%, double that of 1984.
The most significant reasons for price increases include, on the one hand, phenomena con­
nected with the shortage of foreign exchange and the pressures exerted on the value of the dollar on 
the parallel market, where it was quoted 10% higher than the official price, and on the other hand, 
the high domestic interest rates and —in particular— the shortage of some commodities such as rice, 
beans and maize, whose prices went up substantially.
In 1985 the daily minimum wage was adjusted. Thanks to a nominal increase of 14%, it rose to 
15 gourdes (3 dollars). Nevertheless, the price increases noted above meant that in real terms the 
wage increase amounted to less than 5% and did not therefore offset the loss suffered the previous 
biennium. Even so, private consumption rose by 2%, although its level was still lower than that in 
1980. It should also be borne in mind that the wage rise was not distributed equally owing to the 
structure of income distribution in Haiti, which is perhaps the most disparate in Latin America.3
AAccording to rough estimates made by the H aitian Institute o f Statistics and Information Sciences, in 19760.4% o f the 
population accounted for 44%  of the national income, while 80%  o f the population spent less than the equivalent o f  US$ 100.
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H A I T I :  M A IN  E C O N O M IC  IN D IC A T O R S
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I n  1985 t h e  m o n e y  s u p p ly  ( M ,)  e v o lv e d  a lo n g  t h e  s a m e  l in e s  a s  t h e  d o m e s t ic  p r o d u c t  a t  c u r r e n t  
p r ic e s .  M | e x p a n d e d  b y  1 1 .5 % , w h i le ,  s in c e  q u a s i -m o n e y  r e m a in e d  p r a c t ic a l ly  u n c h a n g e d ,  th e  
e n l a r g e d  m o n e y  su p p ly  ( M 2) g r e w  b y  9 .5 % . A s  fo r  t h e  g r o w th  r a te  o f  d o m e s t ic  c r e d i t ,  i t  s lo w e d  d o w n , 
a m o u n t in g  to  o n ly  8 .5 % , a s  a g a in s t  1 4 %  in  1984. T h is  w a s  d u e  to  a  l i g h t e n i n g  o f  t h e  p r e s s u r e s  
a s s o c ia te d  w i th  im b a la n c e s  in  t h e  p u b l ic  s e c to r . T h u s ,  t h e  in c r e a s e  in  p u b l ic  s e c to r  g r a n t s  w a s  
in c r e a s e d  b y  5 0 %  w i th  t h e  in c r e a s e  r e c o r d e d  in  1984 o w in g  to  t h e  r e d u c t io n  in  t h e  s iz e  o f  t h e  fisca l 
d e f ic i t  a n d  o f  t h e  d e f ic it  s h o w n  b y  S ta te  e n t e r p r i s e s .  A l th o u g h  th i s  s i tu a t io n  m ig h t  h a v e  f re e d  m o r e  
r e s o u r c e s  fo r  t h e  p r i v a t e  s e c to r ,  t h e s e  s h o w e d  a s l ig h t  s lo w d o w n . F u r t h e r m o r e ,  c r e d i t  w a s  g r a n t e d  to  
t h e  p r i v a t e  s e c to r  o n  a  v e ry  s e le c t iv e  b a s is  in  t h a t  o n ly  a p p l ic a n t s  w i th  h ig h ly  v ia b le  in v e s tm e n t  
p r o je c t s  r e c e iv e d  lo a n s . T h e  r e s u l t  w a s  a  p a r a d o x ic a l  s i t u a t io n  in  w h ic h  t h e  b a n k in g  s y s te m  in c u r re d  
e x c e s s  l iq u id i ty ,  c a u s in g  i t  to  r e fu s e  s a v in g s ,  w h ic h  w e r e  t h e n  p la c e d  a b ro a d . B y  th e  s a m e  to k e n ,  
i n t e r e s t  r a te s  r e m a in e d  h ig h  a l th o u g h  t h e  c o u n try  c o n t in u e d  to  e x p o r t  c a p i ta l .
A s  m e n t io n e d  a b o v e , p u b l ic  f in a n c e s  s h o w e d  a  r e m a r k a b le  im p r o v e m e n t  in  1985. T h e  c e n t r a l  
g o v e r n m e n t  d e f ic i t  a s  a  p e r c e n ta g e  o f  t h e  p r o d u c t  d r o p p e d  f ro m  1 2 %  in  1984  to  9 %  in  1985 . T h is  
w a s  m a d e  p o s s ib le  b y  inter alia  t h e  i n t r o d u c t io n  o f  t a x  c h a n g e s  a n d  c e r ta in  a d m in i s t r a t i v e  r e f o r m s  
a im e d  a t  a c h ie v in g  g r e a t e r  t r a n s p a r e n c y  in  t h e  m a n a g e m e n t  o f  p u b l ic  in c o m e  a n d  e x p e n d i tu r e  
p r o g r a m m e s .  A s  a  c o n s e q u e n c e  in c o m e  in c r e a s e d  b y  2 3 %  a n d  s p e n d in g  b y  b a re ly  1%  in  n o m in a l  
t e r m s .
W i th  r e g a r d  to  in c o m e , d u e  to  a  r i s e  in  t n e  s a le s  t a x  r a t e  f ro m  7  to  1 0 % , in c o m e  f ro m  in d ire c t  
t a x e s  in c r e a s e d  b y  4 2 % ,  a m o u n t in g  to  n e a r ly  6 0 %  o f  a ll g o v e r n m e n t  r e v e n u e .  T h is  m o r e  t h a n  m a d e  
u p  fo r  t h e  r e la t iv e  s t a g n a t io n  in  d i r e c t  t a x  a n d  m a d e  i t  p o s s ib le  to  r e d u c e  t a x e s  o n  e x p o r t s  o f  co ffe e  
a n d  e s s e n t i a l  o i ls  u s e d  in  t h e  p e r fu m e r y  t r a d e .  A t  t h e  s a m e  t im e ,  t h e  r e f o r m s  u n d e r t a k e n  s ix  y e a r s  
b e f o re  in v o lv in g  th e  T o b a c c o  a n d  M a tc h e s  M o n o p o ly ,  in  w h ic h  a  ta x  w a s  im p o s e d  o n  t h e  m a r k e t in g  
o f  c e r t a in  c o m m o d i t i e s ,  e n d e d  h a v in g  a c c o m p l is h e d  t h e i r  p u r p o s e .  O n  t h e  o t h e r  h a n d ,  p u b l ic  
e n t e r p r i s e s  h i t h e r to  e x e m p t  f ro m  t h e  in d u s t r i a l  a n d  c o m m e r c ia l  p r o f i t s  t a x  w e r e  s u b je c te d  to  it, in  
s p i t e  o f  w h ic h  s o m e  o f  t h e m  s h o w e d  a  s a t is f a c to ry  b a la n c e .
O n  th e  s id e  o f  e x p e n d i tu r e ,  c u r r e n t  e x p e n d i tu r e  in c r e a s e d  b y  1 .5%  a l th o u g h  g o v e r n m e n t  
s a la r ie s  a n d  o t h e r  g o v e r n m e n t  e x p e n s e s  w e n t  u p  b y  1 0 %  a n d  1 3 .5 % , r e s p e c tiv e ly .  I n  c o n t r a s t ,  
e x t r a b u d g e ta r y  e x p e n d i t u r e  — m o r e  t h a n  h a l f  o f  to ta l  e x p e n d i tu r e —  s h o w e d  a  n o m in a l  d e c r e a s e  o f  
4 .5 % .  F o r  i ts  p a r t ,  c a p i ta l  e x p e n d i t u r e  a ls o  d e c r e a s e d  ( -2 % ) .
In  s h o r t ,  d u r in g  1985 t h e  r e c o m m e n d a t io n s  o f  t h e  i n t e r n a t io n a l  f in a n c ia l  c o m m u n i ty  fo r  
b r in g in g  a b o u t  im p r o v e m e n ts  w h ic h  w e r e  s t i l l  n e e d e d  in  t h e  f ie ld  o f  p u b l ic  f in a n c e ,  o n  t h e  o n e  h a n d ,  
a n d  t h e  in f lo w  o f  e x t e r n a l  r e s o u r c e s ,  o n  th e  o th e r ,  b o th  r e s u l te d  in  t h e  t e m p o r a r y  r e a c t iv a t io n  o f  a n  
e c o n o m y , w h ic h  is, in  m a n y  r e s p e c ts ,  r e g r e s s iv e  a n d  h a s  s t r o n g  s t r u c tu r a l  r ig id i t i e s  w h ic h  r o b  i t  o f  
v i ta l i ty  a n d  m a k e  e c o n o m ic  p o lic y  h a r d e r  to  m a n a g e .
A s  t h e  f isca l y e a r  e n d e d  a n d  d u r in g  t h e  f i r s t  m o n t h s  o f  th e  fo l lo w in g  y e a r  th o s e  e v e n t s  to o k  
p la c e  w h ic h  e n d e d  in  a  c h a n g e  in  g o v e r n m e n t ,  s e r io u s  o b s ta c le s  to  t h e  c o u n t r y 's  d e v e lo p m e n t  w e r e  
p r e s e n t  in  t h e  H a i t i a n  e c o n o m y . T h o s e  o b s ta c le s  in c lu d e d  a n  im p o v e r is h e d  a g r ic u l tu r a l  s e c to r  w h ic h  
w o u ld  b e  d if f ic u lt  a n d  e x p e n s iv e  to  r e v iv e ,  a  w e a k  a n d  f re q u e n tly  in e f f ic ie n t  i n d u s t r i a l  s e c to r ,  a 
f in a n c ia l  s y s te m  e x c e s s iv e ly  d e p e n d e n t  o n  t h e  e x te r io r ,  a  c o n t r a d ic to ry  m o n e ta r y  a n d  e x c h a n g e  p o lic y  
a n d  a  s t a te  m a c h in e r y  in  n e e d  o f  d e e p  r e fo r m s .  T o  th i s  s h o u ld  b e  a d d e d  w h a t  i s  p e r h a p s  t h e  m o s t  
im p o r t a n t  l i m i ta t io n  — a n  u n d e r n o u r i s h e d  a n d  m o s t ly  i l l i te r a te  p o p u la t io n .
2 . T r e n d s  in  e c o n o m i c  a c t iv i ty
a )  Total supply and demand
In  1985 e c o n o m ic  a c t iv i ty , a f te r  a  p e r io d  o f  r e la t iv e  s t a g n a t io n  in  t h e  tw o  p r e c e d in g  y e a r s ,  
r e c o r d e d  a  s ig n i f ic a n t  u p tu r n .  T o ta l  s u p p ly  e x p a n d e d  b y  c lo se  to  4 %  a s  a  r e s u l t  o f  t h e  g r o w th  o f  t h e  
g r o s s  d o m e s t ic  p r o d u c t  ( 3 .5 % )  a n d  o f  t h e  v o lu m e  o f  im p o r t s  ( a p p r o x im a te ly  5 % )  ( s e e  t a b le  2 ).
O n  t h e  o t h e r  h a n d ,  b o th  d o m e s t ic  d e m a n d  a n d  e x p o r t s  a lso  in c r e a s e d ,  t h e  in c r e a s e  in  d o m e s t ic  
d e m a n d  ( 3-5 % )  c o n f i r m in g  t h e  t r e n d  b e g u n  t h e  p r e v io u s  y e a r . H o w e v e r ,  t h e  le v e ls  r e a c h e d  a t  t h e  e n d  
o f  t h e  1 9 7 0 s w e r e  n o t  r e c o v e r e d  a n d  t h e  t o t a l  c u m u la t iv e  d e c l in e  b e tw e e n  1981 a n d  1985 w a s  s l ig h t ly  
o v e r  2 .5 % .
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G r o s s  i n v e s tm e n t  in  f ix e d  c a p i ta l  e x p a n d e d  d r a m a tic a l ly  — 1 0 .5 % — , a  r i s e  w h ic h  a d d e d  to  
t h o s e  o f  t h e  p r e v io u s  b i e n n iu m ,  b r o u g h t  t h e  to t a l  in c r e a s e  b e tw e e n  1983 a n d  1985 to  o v e r  1 5 % . 
T h a n k s  to  t h i s ,  t h e  c a p i ta l  f o r m a t io n  in d e x  r e a c h e d  i ts  h ig h e s t  le v e l  s in c e  197 0 , i f  n o t  b e fo re .
T h is  r e a c t iv a t io n  w a s  p a r t i a l ly  d u e  to  i n v e s tm e n t  in  c o n s t r u c t io n ,  w h ic h  s h o w e d  g r e a t e r  
d y n a m is m  t h a n  i n v e s tm e n t  in  m a c h in e r y .  A s  fo r  p u b l ic  w o r k s ,  th e y  a c q u ire d  p r io r i ty  in  g o v e r n m e n t  
p o lic y  o w in g  to  a n  e f fo r t  to  r a i s e  p r o d u c t iv i ty  in  s o m e  s e c to r s  a n d  to  m e e t  m in im u m  in f r a s t ru c tu r e  
n e e d s .  T h e  p r i v a t e  s e c to r ,  f o r  i t s  p a r t ,  c o n t in u e d  to  fo llo w  t h r o u g h  o n  i t s  b u i ld in g  p la n s ,  w h ic h  w e r e  
a d v a n c e d  b y  t h e  e s t a b l i s h m e n t  o f  t h e  H o m e  L o a n s  B a n k . I n  a d d i t io n ,  t h e  J o in t  S ta n d in g  C o m m it te e  
f o r  I n v e s t m e n t  P r o m o t i o n  w a s  s e t  u p ;  b o th  t h e  p u b l ic  a n d  t h e  p r i v a t e  s e c to r  p a r t i c ip a t e  in  it, a n d  its  
a c t iv i t ie s  m a in ly  r e l a t e  to  in d u s try .
T o ta l  c o n s u m p t i o n  in c r e a s e d  b y  2 % ,  a  f ig u re  w h ic h ,  a l th o u g h  lo w e r  t h a n  t h a t  a c h ie v e d  in  198 4 , 
a ls o  c o n f i r m e d  t h e  t r e n d  to w a r d s  r e c o v e ry . N e v e r t h e l e s s ,  t h e  d e t e r i o r a t i o n  o f  o v e r  1 0 %  a c c u m u la te d  
in  t h e  1 9 8 2 -1 9 8 3  b i e n n iu m  c o u ld  n o t  b e  o ffse t. T h e  g r o w th  r a t e  o f  g o v e r n m e n t  c o n s u m p t io n  s lo w e d  
d o w n  ( 1 % )  b y  c o n t r a s t  w i th  t h e  s u b s t a n t i a l  e x p a n s io n  s h o w n  in  1984. S o m e  o f  th i s  s lo w d o w n  w a s  
r e la te d  to  t h e  r e q u i r e m e n t s  e s ta b l i s h e d  b y  t h e  i n t e r n a t io n a l  f in a n c ia l  a g e n c ie s . P r i v a te  c o n s u m p t io n ,  
f o r  i t s  p a r t ,  in c r e a s e d  a t  a  r a t e  s im i la r  to  t h a t  r e c o r d e d  t h e  p r e c e d in g  f isca l y e a r  ( 2 % ) ;  h o w e v e r ,  th e  
la r g e  lo s s e s  a c c u m u la te d  in  t h e  p e r io d  1 9 8 2 -1 9 8 3  ( 1 1 .5 % )  w e r e  n o t  o ffs e t. A s  a  r e s u l t ,  t h e  c o r r e s ­
p o n d i n g  in d e x  s to o d  a t  a b o u t  t h e  s a m e  le v e l  a s  in  1979- T h e  p r o g r e s s  m a d e  in  1985  w a s  p a r t ia l ly  
a t t r ib u t a b l e  to  t h e  fa c t t h a t  m o r e  m a n p o w e r  w a s  a b s o rb e d  a s  a  r e s u l t  o f  t h e  e c o n o m y 's  r e v iv a l  a n d  to  
t h e  w a g e  in c r e a s e s  a p p r o v e d  d u r i n g  t h e  y e a r .  F in a l ly ,  t h e  v o lu m e  o f  e x p o r t s  e x p a n d e d  b y  s l ig h tly  o v e r  
3 % ,  m a k in g  o n ly  a  p a r t i a l  r e c o v e ry  f ro m  th e  8 %  fa ll in  t h e  p r e c e d in g  y e a r .
b )  Trends in the main sectors
U n l i k e  w h a t  h a d  o c c u r r e d  in  f o r m e r  y e a r s ,  t h e  p o s i t i v e  e v o lu t io n  o f  t h e  e c o n o m y  in  1985 w a s  
d u e  to  t h e  d y n a m is m  s h o w n  b y  c o n s t r u c t io n  a n d  b y  t h o s e  b r a n c h e s  o f  m a n u f a c tu r in g  w h ic h  su p p ly  
c o n s t r u c t io n  in p u t s .
T a b le  2
H A I T I :  T O T A L  S U P P L Y  A N D  D E M A N D
In d ex es  P e rc e n ta g e
(1980  =  100) b reak d o w n
G ro w th  ra tes
1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
T o ta l  su p p ly 94.5 95 .4 99 .0 133.1 134.2 -5 .6 1.7 0.9 3.8
G ro ss d o m es tic  p ro d u c t
a t m a rk e t p rices 94.5 94.9 98.2 100.0 100.0 -3.5 0.6 0.4 3.5
Im p o rt  o f  g o o d s and
se rv ices 94.6 96.8 101.4 33.1 34.2 -11.8 5.2 2.4 4.7
T o ta l  d e m a n d 94.5 95 .4 99 .0 133.1 134.2 -5 .6 1.7 0.9 3.8
D o m e s tic  d em an d 90.7 93.5 96.9 112.2 110.7 -8.1 -0.6 3.1 3.6
G ro ss  d o m e s tic  in v e s tm e n t 98.9 103.5 115.4 18.9 22.2 -6.8 5.4 4.7 11.5
G ro ss fixed in v e s tm e n t 102.2 105.5 116.8 16.9 20.1 -14.2 1.4 3.2 10.7
C h a n g e s  in  stocks 70.4 86.3 103.8 1.9 2.1
T o ta l  c o n su m p tio n 89.1 91.5 93.2 93.3 88.6 -8.4 -1.8 2.7 1.9
G e n e ra l g o v e rn m e n t 104.9 111.6 112.7 9.6 11.0 1.8 -1.5 6.4 0.9
P riv a te 87.3 89.2 91.0 83.8 77.6 -9.6 -1.9 2.2 2.0
E x p o rts  o f g o o d s  and
se rv ices 115.0 105.4 110.0 20 .9 23.4 8.5 12.9 -8.3 4.3




T a b le  3
H A I T I :  G R O S S  D O M E S T IC  P R O D U C T  B Y  K I N D  O F  
E C O N O M IC  A C T I V IT Y  A T  F A C T O R  C O S T
In d e x e s  P e rc e n ta g e
(1980  =  100) b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
G ro s s  d o m e s tic  p ro d u c t 94.5 94 .9 98.2 100.0 100.0 -3.5 0 .6 0.4 3.5
G o o d s 89.9 90 .3 93 .6 57.4 54.7 -3.5 -2 .4 0.5 3.7
A g ric u ltu re . 90.9 94.1 94.5 33.4 32.2 -4.2 -3.7 3.5 0.5
M in in g 7.0 7.5 8.8 1.3 0.1 23.7 -93.3 6.4 18.0
M a n u fac tu rin g 90.9 85.6 91.8 17.2 16.1 -1.6 5.4 -5.8 7.2
C o n s tru c tio n 99.1 100.9 113.6 5.4 6.3 -9.7 6.0 1.7 12.7
B a sic  se rv ices 109.5 101.0 95 .9 2.7 2 .6 -2 .8 7.3 -7 .8 -5 .0
E lec tric ity , gas and w a te r 117.3 124.6 122.6 0.7 0.8 5.7 3.7 6.2 -1.6
T ra n s p o r t ,  s to rag e  and 
c o m m u n ic a tio n s 106.9 93.0 87.0 2.0 1.8 -5.7 8.7 -13.0 -6.5
O th e r  se rv ices 99.7 101.5 104.7 35.6 37.9 -2 .6 3.1 1.8 3.1
C o m m ercec 93.9 90.6 95.6 18.3 17.8 -4.3 4.7 -3.5 5.5
F in an c ia l e s ta b lish m e n t, 
in su ra n c e  and real e s ta te 106.3 108.2 107.7 4.9 5.4 1.9 2.3 1.8 -0.4
O w n e rsh ip  o f  d w ellin g s 105.7 107.7 109.9 4.7 5.3 1.8 1.9 1.9 2.0
C o m m u n ity , social and 
p e rso n a l serv ices 105.6 115.0 116.9 12.3 14.7 -2.1 1.4 8.9 1.6
G o v e rn m e n t serv ices 104.9 111.6 112.7 9.5 10.9 1.8 -1.5 6.4 1.0
A d ju s tm e n t fo r b an k  
im p o r ts  and  im p o r t  
d u tie s 104.5 98.0 106.7 4.4 4 .8 -10.' 16.. -6.2 8.9
Source: ECLAC, on the basis of figures provided by the Haitian Institute of Statistics and Information Sciences.
"Preliminary figures. Includes the livestock sector, forestry and fishing. ""Includes restaurants and hotels. Includes business
services.
T h u s ,  t h e  p r o d u c t io n  o f  g o o d s  e x p a n d e d  b y  n e a r ly  4 % ,  t h e  h ig h e s t  r a t e  s in c e  1980. A l th o u g h  
t h e  g r o w th  r a t e  o f  a g r ic u l tu r e ,  o n e  o f  t h e  c o u n t r y 's  m a jo r  a c t iv i t ie s  w i th  3 2 %  o f  t h e  p r o d u c t ,  s lo w e d  
d o w n ,  t h e  r e m a i n i n g  s u b s e c to r s  e x p a n d e d  c o n s id e ra b ly  ( s e e  t a b le  3 ).
M a n u f a c tu r in g  ( 1 6 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t )  in c r e a s e d  b y  o v e r  7 % ,  m o r e  t h a n  m a k in g  
u p  fo r  t h e  d r o p  in  1984. H o w e v e r ,  t h e  o u tp u t  o f  th i s  s e c to r  s t i l l  r e m a in e d  b e lo w  th e  le v e l  r e a c h e d  in  
1980.
T h a n k s  to  a n  in c r e a s e  o f  o v e r  1 2 .5 % , c o n s t r u c t io n ,  w h ic h  a c c o u n te d  fo r  6 %  o f  t h e  g ro s s  
d o m e s t i c  p r o d u c t ,  g r e w  f o r  t h e  t h i r d  y e a r  in  a  r o w , a c h ie v in g  a  to ta l  g r o w th  o f  2 0 .5 %  b e tw e e n  1983 
a n d  1985 . T h u s ,  t h e  in d e x  o f  th i s  s e c to r 's  o u tp u t  s to o d  a t  i ts  h ig h e s t  le v e l s in c e  1970. F in a l ly , m in in g  
a ls o  e x p a n d e d  ( 1 8 % ) ,  a l th o u g h  its  s h a re  in  t h e  e c o n o m y  a s  a  w h o le  h a s  a lw a y s  b e e n  m u c h  lo w e r  t h a n  
t h a t  o f  t h e  o t h e r  s e c to r s  m e n t io n e d .
O t h e r  s e rv ic e s  in c r e a s e d  b y  3 %  a n d  r e p r e s e n t e d  n e a r ly  4 0 %  o f  t h e  p r o d u c t .  T h i s  g r o w th  w a s  
b a s ic a lly  d u e  to  t h e  u p t u r n  s h o w n  b y  c o m m e r c ia l  a c tiv i ty  ( 5 5 % ) ,  a n d  to  a  le s s e r  e x te n t ,  b y  t h e  
o w n e r s h i p  o f  d w e l l in g s  a n d  b y  c o m m u n i ty  se rv ic e s .
B a s ic  s e rv ic e s ,  o n  t h e  o t h e r  h a n d ,  a f te r  t h e  r e c o v e ry  th e y  e x p e r ie n c e d  in  1 9 8 3 , fe ll f o r  t h e  s e c o n d  
c o n s e c u t iv e  y e a r  in  1985 ( 5 % ) .  T h is  b r o u g h t  t h e  to ta l  d r o p  in  t h e  1 9 8 4 -1 9 8 5  b ie n n iu m  to  o v e r  1 5 .5 % , 
a n d  t h e  v a lu e - a d d e d  in d e x  s a n k  to  i t s  lo w e s t  le v e l  s in c e  1980 . T h e  d e c l in e  c a n  b e  a t t r ib u t e d  in  
p a r t i c u l a r  to  t h e  c o n t r a c t io n  su f fe re d  b y  t r a n s p o r t  a n d  c o m m u n ic a t io n s  (6 .5  % )  a n d , to  a  le s s e r  e x te n t ,  
to  t h e  d e c l in e  o f  1 .5%  in  e le c t r ic i ty ,  g a s  a n d  w a te r .
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i)  Agriculture. I n  s p i t e  o f  e f fo r ts  to  e x p a n d  p r o d u c t io n ,  t h i s  s e c to r  n e a r ly  s ta g n a te d  in  1 9 8 5 , as 
a lre a d y  n o te d ,  w h ic h  a ffe c te d  b o th  e x p o r t  c r o p s  a n d  c r o p s  i n te n d e d  fo r  d o m e s t ic  c o n s u m p tio n .
T h e  p r o d u c t io n  o f  c o ffe e , t h e  c o u n t r y 's  m a in  e x p o r t  r e p r e s e n t i n g  2 2 %  o f  e x te r n a l  s a le s ,  g r e w  
b y  s l ig h t ly  le s s  t h a n  1 % . O n  t h e  o t h e r  h a n d ,  cocoa, w h o s e  s h a r e  in  f o re ig n  t r a d e  is  s lo w e r  e x h ib i te d  
g r e a t  d y n a m is m  ( 8 % )  ( s e e  ta b le  4 ) .
F o o d s tu f f s  f o r  t h e  d o m e s t ic  m a r k e t  s h o w e d  a  l i t t le  g r o w th ,  e x c e p t  f o r  s o r g h u m  a n d  b a n a n a s ,  
w h o s e  p r o d u c t io n  e x p a n d e d  b y  2 %  a n d  3 % ,  r e s p e c tiv e ly .
I n  o r d e r  to  p r o m o te  t h e  d e v e lo p m e n t  o f  t h e  s e c to r ,  c e r ta in  a d m in i s t r a t i v e  r e fo r m s  w e r e  
i m p le m e n te d  d u r in g  t h e  y e a r . T h e s e  r e f o r m s  in c lu d e d  t h e  u p g r a d in g  o f  t h e  f o r m e r  D e p a r t m e n t  o f  
A g r ic u l tu r e ,  N a t u r a l  R e s o u r c e s  a n d  R u r a l  D e v e lo p m e n t  (D A R B D R ) to  t h e  r a n k  o f  m in i s t r y  a n d  th e  
e s t a b l i s h m e n t  o f  n e w  g u id e l in e s  fo r  t h e  a g r a r ia n  p o l ic y .* 4 H o w e v e r ,  su c h  g u id e l in e s  d id  n o t  g iv e  r is e  to  
im m e d ia t e  e f fe c ts  d u e  to  t h e i r  s u p e r f ic ia l i ty  a n d  to  t h e  fa c t  t h a t  o n ly  a  few  m o n t h s  r e m a in e d  to  a p p ly  
th e m . B e c a u s e  o f  i ts  p o t e n t i a l  a n d  o f  t h e  c r i t ic a l  s i tu a t io n  i t  is  e x p e r ie n c in g ,  th i s  a c tiv ity  s t i l l  r e m a in s  
t h e  c o r n e r s t o n e  o f  an y  r e c o v e ry  o r  d e v e lo p m e n t  p o l ic y .5 I n  1985 t h e  m a in  fa c to r s  r e s p o n s ib le  fo r  t h e  
d e t e r i o r a t i o n  o f  H a i t i a n  a g r ic u l tu r e  c o n t in u e d  to  b e  p r e s e n t .  T h u s ,  d e f o r e s ta t io n ,  so il  e r o s io n ,  
f r a g m e n ta t io n  o f  h o ld in g s ,  a b s e n te e i s m  in  la rg e  f a rm s  — fre q u e n tly  in  fo re ig n  h a n d s — , la c k  o f  
i r r i g a t io n  a n d  p r i m i t i v e  f a r m in g  t e c h n iq u e s  c o n t in u e d  to  a ffe c t t h e  s e c to r 's  d e v e lo p m e n t  p o s s ib i l i ­
t ie s .  M e a s u r e s  u n d e r t a k e n  to  i n t r o d u c e  im p r o v e m e n ts  c o n t in u a l ly  c o m e  u p  a g a in s t  a  g r e a t  d e a l  o f  r e d  
t a p e  a n d  m a n y  o f  t h e  p r o je c t s  f in a n c e d  b y  in t e r n a t io n a l  a g e n c ie s  r e d u c e d  in  sc o p e .
T ab le 4
H A IT I :  I N D IC A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N
T h o u sa n d s  o f  to n s G ro w th  ra tes
1980 1983 1984 1985° 1982 1983 1984 1985°
P ro d u c t io n  o f  th e  m a in  c ro p s  
F o r e x p o rt
Coffee 42 .9 36.0 36.6 36.9 -3.0 11.6 1.7 0.8
C o tto n 5.9 6.0 6.1 -5.1 11.1 0.8
C ocoa 3.4 4.6 4.7 5.1 102.3 2.4 2.4 8.5
F o r d o m es tic  co n su m p tio n
R ice 124.1 113.4 121.9 123.2 -3.3 -2.1 7.5 1.1
M aize 186.2 170.9 186.0 186.5 -1 .9 -2.7 8.8 0.3
S o rg h u m 125.2 106.6 118.2 121.4 -2.5 -9.5 10.9 2.7
B e an s 52.6 46.7 47.2 47 .6 -1.0 -7.2 1.1 0.8
B a n an as 519.7 509.6 500.4 510.4 -0.5 1.1 -1 .8 2.0
S ugar cane 5 640.8 5 674.4 5 700.0 5 727.5 -0.1 4.3 0.5 0.5
L iv e s to c k  p r o d u c t io n
M eat, to tal 69.4 92.3 41.0 68.8 15.9 30.2 -55.6 67.8
Beef 18.0 19.9 6.5 0.5
P o rk 43 .9 - -16.3 -
G o a t m ea t 4.1 6.0 53.7 -4 .8
P o u ltry 3.4 66.4 355.9 328.4
P ro d u c t io n  o f  o th e r s  
c o m m o d it ie s
E gg s 17.6 18.6 18.9 -0 .8  5.0 1.9
Source: liCIAC, on the basis of figures provided by the Ministry of Agriculture, Natural Resources and Rural Development. 
"Provisional figures.
4See Ministry o f Information and Public Relations, "Le message présidentiel du 22 avril 1985 a l'Assemblée Nationale", 
Bulletin de nouvelles, vol. 5, supplém ent 23, Port-au-Prince, 24 April 1985, pp. 15-18.
'This is deduced from assessments carried out by different international agencies, including the W orld Bank.
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HAITI
N o t w i t h s t a n d i n g  t h e  a b o v e , s o m e  i r r i g a t io n  w o r k s  a n d  th e  d i s t r i b u t io n  o f  im p r o v e d  s e e d s  
p r o c e e d e d  t h r o u g h o u t  t h e  y e a r ,  w h i le  m o r e  la n d  w a s  r e c la im e d  fo r  r ic e  g r o w in g  in  t h e  A r t ib o n i t e  
v a lle y .
W i t h  r e g a r d  to  s to c k  r a i s in g ,  a t t e m p t s  w e r e  m a d e  to  a l le v ia te ,  a t  le a s t  in  p a r t ,  t h e  h u g e  lo s s e s  
r e c o r d e d  d u r in g  t h e  p r e v io u s  y e a r ,  in  w h ic h  t h e  p ig  p o p u la t i o n ,  a f fe c te d  b y  o u tb r e a k s  o f  s w in e  fe v e r , 
p r a c t ic a l ly  d i s a p p e a r e d .  F u r t h e r m o r e ,  t h e  p r o g r a m m e  to  r e s to c k  t h e  s w in e  h e r d  r a n  in to  e n o r m o u s  
d if f ic u lt ie s .  T h e  i m p o r t e d  s p e c ie s  ( a p p r o x im a te ly  11 0 0 0  h e a d )  w a s  n o t  a s  w e l l  a d a p te d  to  th e  
e n v i r o n m e n t  a s  t h e  n a t iv e  p ig  a n d  in  a d d i t io n  r e q u i r e d  m o r e  c a r e  a n d  a m o r e  e x p e n s iv e  d ie t .  T h e  n e a r  
e x t in c t io n  o f  t h e  n a t iv e  p ig  le f t  a s ig n i f ic a n t  v o id  in  t h e  p e a s a n t  e c o n o m y , s in c e  i t  h a d  p la y e d  a c e n t r a l  
r o le  in  c o n s u m p t io n  a n d  s a v in g s .  B e s id e s ,  i t  w a s  n o t  v e ry  e x p e n s iv e  to  r a is e  a n d  r e q u i r e d  l i t t le  c a re . 
F u r t h e r m o r e ,  p o u l t ry  a n d  g o a ts  w e r e  n o t  w e ll  e n o u g h  d i s t r ib u te d  a m o n g  th e  p e a s a n t  p o p u la t i o n  to  
o f fs e t  t h e  s h a r p  d e c l in e  in  m e a t  a v a ila b i l i ty .  A l th o u g h  p r o d u c t io n  le v e ls  r o s e  s u b s ta n t ia l ly  in  198 5 , 
th e y  w e r e  s t i l l  lo w e r  t h a n  t h o s e  in  1980.
ii)  Manufacturing. A l th o u g h  th e  in c r e a s e  o f  o v e r  7 %  in  in d u s t r ia l  o u tp u t  m o r e  t h a n  o f fs e t  t h e  
d r o p  in  t h e  p r e v io u s  y e a r ,  t h e r e  w e r e  t r e n d s  in  t h e  s e c to r  w h ic h  r a n  c o u n te r  to  th i s  d y n a m is m . T h u s ,  
w h e r e a s  t h e  m e ta l  w o r k in g ,  n o n - m e ta l l i c  m in e r a l s  a n d  fo o d  in d u s t r i e s  r e c o rd e d  s ig n i f ic a n t  in c r e a s e s ,  
t h e  o t h e r s  c o n t r a c te d  m a rk e d ly  ( s e e  t a b le  5 ).
T h e  u p t u r n  in  fo o d  p r o d u c t io n  ( 1 0 % )  s h o w e d  a  p a r t i a l  r e c o v e ry  f ro m  t h e  d r a m a t i c  fa ll 
o b s e rv e d  in  1984. T h e  o u t p u t  o f  c e r ta in  p r o d u c t s ,  su c h  a s  s u g a r  a n d  la rd , r e a c h e d  h ig h  g r o w th  r a te s  
( a p p r o x im a te ly  3 3 %  in  b o th  c a s e s ) .  O n  th e  o t h e r  h a n d ,  t h e  o u tp u t  o f  f lo u r  a n d , e s p e c ia l ly , t h a t  o f  
c a r b o n a te d  b e v e r a g e s  d e c l in e d .  M e a n w h i le ,  t h e  o u t p u t  o f  e d ib le  o i ls  a n d  b e e r  s t a g n a te d  fo r  t h e  s e c o n d  
c o n s e c u t iv e  y e a r ,  r e a c h in g  le v e ls  w h ic h  w e r e  5 0 %  a n d  6 0 %  lo w e r  t h a n  th o s e  r e c o r d e d  in  1983-
I t  is  w e l l  k n o w n  t h a t  S t a t e  e n t e r p r i s e s  ( w h o s e  u s e fu ln e s s  is  n o w  u n d e r  r e v ie w )  p la y  a n  
i m p o r t a n t  r o le  in  th e s e  b r a n c h e s  o f  e c o n o m ic  a c tiv ity . T h r o u g h o u t  t h e  y e a r  s o m e  s ig n i f ic a n t  c h a n g e s  
to o k  p la c e  in  th i s  c o n n e c t io n .  S O D E X O L , th e  e d ib le  o il  c o m p a n y  w i th  p u b l ic  a n d  p r i v a t e  p a r t i c ip a t io n ,  
s a w  i ts  a s s e ts  l iq u id a te d  b e c a u s e  o f  h u g e  c u m u la t iv e  lo s s e s . T o  r e p la c e  it, E N A O L  w a s  e s ta b l is h e d  a n d  
a s s u m e d  i ts  l ia b i l i t ie s .  A t  t h e  s a m e  t im e ,  in  o r d e r  to  p r o m o te  c o n s u m p t io n  a n d  c u rb  in f la t io n ,  th e  
e d ib le  o il  r e ta i l  p r i c e  w a s  r e d u c e d  b y  9 % .
A s  f o r  c ig a r e t t e s ,  t h e  s lu m p  in  t h e i r  p r o d u c t io n  a n d  th e  ta x  e s ta b l is h e d  in  r e s p e c t  o f  t h e i r  
c o n s u m p t io n ,  b e s id e s  a f fe c tin g  th e  l a t t e r ,  s p u r r e d  u n r e g i s t e r e d  t r a d e  in  th i s  p ro d u c t .
T h e  p r o d u c t io n  o f  t e x t i l e s  a n d  c lo th in g  d e c l in e d  f o r  t h e  s e c o n d  c o n s e c u t iv e  y e a r ,  t h i s  t im e  b y  
s l ig h t ly  o v e r  2 % ,  o w in g  in  p a r t  to  t h e  lo w e r  p r ic e  a n d  m o r e  u p - to - d a t e  d e s ig n  o f  g a r m e n t s  f ro m  
a b ro a d ,  w h ic h  in  m a n y  c a s e s  a ls o  e n t e r e d  th e  c o u n t r y  u n r e g i s te r e d .
T h e  p r o d u c t io n  o f  c h e m ic a ls  a s  a  w h o le  e x p e r ie n c e d  a  m a r k e d  s q u e e z e  ( - 1 6 % ) ,  c a u s e d  b y  a  
s lu m p  in  t h e  m a n u f a c tu r e  o f  t o i l e t  s o a p  ( - 6 4 % ) ,  i n d u s t r i a l  s o a p  a n d  e s s e n c e s  fo r  t h e  p e r fu m e ry  t r a d e  
( - 1 5 % ) ,  a  d r o p  w h ic h  w a s  n o t  o f fs e t  b y  th e  g r e a t e r  d y n a m is m  s h o w n  in  d e t e r g e n t s  ( 3 2 % ) .
M in in g  p r o d u c t io n  a ls o  e x p a n d e d  ( 1 6 % ) ,  w h ic h  w a s  d u e ,  in  p a r t i c u la r ,  to  t h e  e x t r a c t io n  o f  
i n p u t s  f o r  c o n s t r u c t io n .  C e m e n t  p r o d u c t io n ,  f o r  i t s  p a r t ,  e x p a n d e d  b y  o v e r  1 2 .5 % .
T h e r e  is  r e a s o n  to  t h i n k  t h a t  in  fu tu re  m in in g  a c tiv ity  a s  su c h  w ill  in c r e a s e ,  s in c e  t h e  c o u n t r y 's  
f i r s t  g o ld  d e p o s i t  w a s  d is c o v e re d  in  t h e  M i lo t  a re a , n e a r  C a p  H a i t i e n .  L ig n i te  w a s  a lso  fo u n d  in  
M a is s a d a  a n d  in  t h e  C e n t r a l  P la te a u ,  a n d  i ts  t e c h n ic a l  a n d  e c o n o m ic  fe a s ib il i ty  is  u n d e r  s tu d y .
L a s t ly ,  i t  s h o u ld  b e  n o te d  t h a t  d u r in g  1985 im p o r t a n t  q u e s t io n s  w e r e  a s k e d  c o n c e r n in g  th e  
i n d u s t r i a l  p o lic y  a p p l ie d  so  far. T h e s e  q u e s t io n s  r e la te d  to  t h e  S t a t e 's  p a r t i c ip a t io n  in  t h e  b a s ic  
m a n u f a c tu r in g  b r a n c h e s  a n d  to  t h e  " t r a n s p a r e n c y "  o f  t h e i r  m a n a g e m e n t ,  to  t h e  d e g r e e  o f  p r o t e c t io n  
e n jo y e d  b y  m a n u f a c tu r in g  c o m p a n ie s ,  a n d  to  t h e  in e ff ic ie n c y  a n d  la c k  o f  c o m p e t i t iv e n e s s  f re q u e n tly  
r e s u l t i n g  f ro m  t h e  a b o v e .
T h e  m e a s u r e s  a n d  p r o p o s a l s  in t ro d u c e d  d u r in g  t h e  y e a r  t h r e a t e n  th e  s u rv iv a l  o f  s e v e ra l  
e n t e r p r i s e s  in  t h e  s e c to r  a n d , c o n s e q u e n t ly ,  th e  e m p lo y m e n t  le v e l. T h e  s i tu a t io n  o f  t h e  so -c a lle d  
s u b c o n t r a c t in g  in d u s t r i e s  i s  le s s  u n f a v o u ra b le .  T h is  s u b s e c to r  h a s  b e e n  p r iv i l e g e d  a t  t h e  in t e r n a t io n a l  
le v e l ,  a s  r e g a r d s  m a n p o w e r  c o s ts  a n d  la b o u r  a n d  f isca l c o n d i t io n s ,  a n d  h a s  fo r  t h e  m o s t  p a r t  s e rv e d  as 
a  h a v e n  f o r  its  6 0  0 0 0  e m p lo y e e s .  M o r e o v e r ,  in  1985 i t  w a s  r e l ie v e d  o f  t h e  o b l ig a t io n  to  p a y  p o r t  
c h a r g e s .  S u b c o n t r a c t in g  e n t e r p r i s e s  d e a l in g  w i th  c lo th in g ,  p la s t i c  g o o d s  a n d  h ig h  f id e lity  s e ts  
e x p a n d e d  r e m a rk a b ly .  O n  t h e  o t h e r  h a n d ,  t h e  a s s e m b ly  o f  to y s ,  s p o r t i n g  g o o d s ,  f o o tw a re  a n d  t r a v e l  
i t e m s  c o n t in u e d  to  d e c re a s e .  G iv e n  t h e  t r a n s i t o r y  n a tu r e  o f  th i s  ty p e  o f  a c tiv i ty , th e  p o l i t ic a l  t e n s io n s  
w h ic h  e m e r g e d  d u r in g  t h e  y e a r  le d  to  p l a n s  f o r  t r a n s f e r r in g  s o m e  o f  th e s e  p la n t s .
367
i i i)  Construction. A f t e r  t h e  s lo w d o w n  r e c o r d e d  b y  p u b l ic  w o r k s  in  t h e  p r e v io u s  y e a r ,  in  1985 
th e y  g a in e d  g r e a t  m o m e n t u m  a s  a  r e s u l t  o f  t h e  d e l ib e r a t e  g o v e r n m e n t  p o lic y  to  e ffe c t m a te r ia l  
i m p r o v e m e n t s ,  o n  t h e  o n e  h a n d ,  a n d  to  r e d u c e  u n e m p lo y m e n t ,  o n  t h e  o th e r .
S e v e ra l  s e w a g e  a n d  r o a d  w o r k s  w e r e  i m p le m e n te d ,  b o th  in  P o r t - a u - P r i n c e  a n d  in  o th e r  
lo c a t io n s ;  a m o n g  th e m ,  t h e  c o m p le t io n  o f  t h e  B o is -d e -C h e n e  c a n a l  s h o u ld  b e  e m p h a s iz e d .  W i th  
r e g a r d  to  r o a d s ,  5 0  k m  o f  f e e d e r  r o a d s  w e r e  c o n s t r u c te d  — a  p r o je c t  in c lu d in g  th e  in t e n s iv e  u s e  o f  
la b o u r — , a n d  s u b s ta n t i a l  r e p a i r s  w e r e  m a d e  to  N a t i o n a l  H ig h w a y  N o .  1, b e tw e e n  G o n a v e s  a n d  C a p  
H a i t i e n .
T a b le  5
H A I T I :  I N D IC A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
G ro w th  ra tes
1980 1983 1984 1985°
1982 1983 1984 1985°
liridexes (1976i = 100)
In d e x e s  o f  v a lu e  a d d e d 147 134 126 135 -1 .6 5.4 -5 .8 7.2
F oodstuffs 135 147 128 141 -13.6 26.3 -12.8 10.1
B e v erag e s 143 150 139 132 1.7 9.9 -7.7 -4.4
T obacco 152 129 127 105 -7.6 -3.2 -2.4 -16.7
T e x tile s , c lo th in g  and 
le a th e r  p ro d u c ts 99 91 89 87 -6.0 4.7 -2.1 -2.3
C h e m ica ls 187 121 98 82 22.4 -3.7 -19.6 -16.0
N o n -m e ta llic  m in e ra ls 110 101 108 125 -14.4 6.7 7.0 16.1
M e ta l-w o rk in g  p ro d u c ts 268 207 202 266 6.7 -15.5 -2.8 31.9
M isce llan eo u s in d u str ie s 126 117 125 115 14.9 6.6 6.9 -10.7
P ro d u c t io n  o f  so m e  im p o r ta n t  
m a n u fa c tu re s
F lo u r
S ugar
L ard
E d ib le  oil
C a rb o n a ted  bev erag es 
(m illio n s  o f  b o ttle s)
B eer (m illio n s  o f  b o ttle s)
C ig a re tte s
(m illio n s  o f  u n its )
Shoes ( th o u sa n d s  o f  p a irs)
S oap
D e te rg e n ts  ( to n s)
T o ile t soap  ( to n s)
E sse n tia l o ils ( to n s)
C e m e n t
O th e r  in d ic a to r s  o f  
m a n u fa c tu r in g  p r o d u c t io n
C o m m erc ia l and  indu stria l 
e lec tric ity  c o n su m p tio n  
(m illo n s  o f  k W h )
T h o u s a n d s  o f  to n s
85 118 114 112
54 49 43 57
3 3 3 4
19 13 8 8
74 73 72 61
5 6 4 4
1 064 932 938 846
795 519 528
13 13 14 11
579 692 936 1 239
253 469 472 169
242 286 206 175
243 225 230 259
156 149 162 174
-26.8 33.9 -3.9 -1.8
-2.3 -2.8 -12.2 32.6
-9.7 7.1 6.7 33.3
-30.2 -25.7 -33.9 -
-2.2 16.8 -0.7 -15.3
-0.4 8.2 -28.2 -
13.2 -3.4 0.6 -9.8
11.3 -11.7 1.7
8.5 0.8 9.4 -21.4
14.2 18.1 35.1 32.4
45.7 24.7 0.6 -64.2
12.0 22.5 -27.9 -15.0
-14.4 9.0 2.5 12.6
0.3 -2.1 8.4 7.4
S o u r c e :  l iC L A C ,  o n  th e  ba s is  o f  f ig u re s  s u p p lie d  b y  th e  B u n k  o f  th e  R e p u b lic  o f  H a i t i  a nd  th e  H a it ia n  In s t i t u te  S ta t is t ic s  a nd  In fo r m a t io n  
S c ien ces .
" P r o v is io n a l  f ig u re s .
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T h e  b u i ld in g  o f  p o r t  f a c i l i t ie s  g a v e  c o a s te r s  a c c e ss  to  J é r é m ie ,  P o r t - d e - P a ix  a n d  P o r t - a u - P r in c e ,  
w h i le  w o r k s  w e r e  b e g u n  in  s e v e n  o t h e r  p o r t s .  T h e  p o r t  in  C a p  H a i t i e n  w a s  a d a p te d  f o r  d e e p - d r a u g h t  
s h ip s .  T h e  a i r p o r t  a t  P o r t - a u - P r i n c e  w a s  e n la r g e d ,  a n d  m a jo r  t e l e p h o n e  w o r k s  w e r e  a ls o  b e g u n  in  t h a t  
c ity .
O n  th e  o t h e r  h a n d ,  t h e  p r i v a t e  c o n s t r u c t io n  o f  d w e l l in g s  a n d  r e s id e n c e s  c o n t in u e d  to  a d v a n c e  a t 
a  g o o d  p a c e ,  a id e d  th i s  t im e  b y  t h e  e s t a b l i s h m e n t  o f  t h e  H o m e  L o a n s  B a n k .
iv )  Electricity. A l th o u g h  e l e c t r i c - p o w e r  c o v e r a g e  is  s c a n t ,  th i s  s e c to r  h a d  b e e n  c o m p a r a t iv e ly  
d y n a m ic  in  r e c e n t  y e a r s ,  a n d  c o n t in u e d  to  b e  so  in  1 9 8 5 .6 B o th  g e n e r a t i o n  a n d  c o n s u m p t io n  g r e w  b y  
o v e r  5 % . C o n s u m p t io n  o f  e le c tr ic i ty  b y  in d u s try  s h o w e d  t h e  m o s t  d y n a m is m  ( 7 .5 % ) ,  a l th o u g h  m a n y  
s u b c o n t r a c t in g  c o m p a n ie s  h a v e  t h e i r  o w n  g e n e r a t i n g  p l a n t s  ( se e  t a b le  6 ) .
T h r o u g h o u t  t h e  y e a r  w o r k  c o n t in u e d  o n  th e  e x t e n s io n  o f  e x i s t i n g  p l a n t s ,  a n d  t h e  G a i l la r d  
h y d r o e le c t r i c  p o w e r  s t a t io n ,  w h ic h  is  to  s u p p ly  J a c m e l ,  w a s  in a u g u r a te d .
c )  Employment trends
T h e  r e v iv a l  o f  s e c to r s  u s in g  la b o u r  in t e n s iv e  t e c h n iq u e s  is  lik e ly  to  h a v e  a t  le a s t  t e m p o r a r i l y  
r e d u c e d  o p e n  u n e m p lo y m e n t ,  w h ic h  w a s  e s t im a te d  a t  1 2 %  a t  t h e  n a t io n a l  le v e l. I n  t h e  u r b a n  a r e a s ,  
u n e m p lo y m e n t  m ig h t  h a v e  r e a c h e d  2 3 % ,  w h e r e a s  in  t h e  r u r a l  a r e a s  i t  w a s  n o ta b ly  lo w e r  ( 7 % ) .  T h e  
h u g e  a m o u n t  o f  u n d e r e m p lo y m e n t  ty p ic a l  o f  th i s  e c o n o m y  h a s  f u r th e r  a g g r a v a te d  th e  p r o b le m ;  a ll in  
a ll, i t  h a s  b e e n  e s t im a te d  t h a t  e q u iv a le n t  u n e m p lo y m e n t  m i g h t  a c c o u n t  f o r  6 0 %  o f  t h e  a v a i la b le  
la b o u r  fo rc e .
In  1985 i t  w a s  t h e  g o v e r n m e n t 's  p o lic y  to  r e d u c e  so c ia l  t e n s io n s  b y  a b s o r b in g  m a n p o w e r  w i th ,  
f o r  t h e  m o s t  p a r t ,  l i t t le  o r  n o  t r a in in g .  O n  th e  o t h e r  h a n d ,  t h e  la c k  o f  o p p o r t u n i t i e s  f o r  h ig h ly  
q u a lif ie d  p r o f e s s io n a l s  fo rc e d  th e m  to  s e e k  e m p lo y m e n t  a b ro a d . R e m i t t a n c e s  f ro m  e m ig r a n t s  
a m o u n te d  to  n e a r ly  U S $ 5 0  m i l l io n ,  t h e  e q u iv a le n t  o f  t h e  e a r n in g s  r e c e iv e d  f ro m  c o ffe e  e x p o r t s ,  a n d  
w e r e  e x c e e d e d  o n ly  b y  th e  s u b c o n t r a c t in g  c o m p a n ie s  a s  a  s o u rc e  o f  f o re ig n  e x c h a n g e .
3. T h e  e x t e r n a l  s e c to r
a )  Introduction
I n  1 9 8 5 , t h e  f e a tu r e s  w h ic h  h a d  c h a r a c te r i z e d  t h e  p e r f o r m a n c e  o f  t h e  e x t e r n a l  s e c to r  in  r e c e n t  
y e a r s  p e r s i s t e d .  T h u s ,  in a d e q u a c ie s  in  c o n n e c t io n  w i th  e x p o r t s ,  a  d e t e r i o r a t i n g  t o u r i s t  t r a d e  a n d  th e  
p e r m a n e n t  n e e d  to  i m p o r t  i n p u t s  a n d  f in is h e d  g o o d s ,  t o g e t h e r  w i th  t h e  u s u a l  f l ig h t  o f  c a p i ta l ,  
c o n s t i t u t e d  t h e  m o s t  s a l ie n t  f e a tu r e s  o f  t h e  e x t e r n a l  s e c to r  d u r in g  th e  y e a r .
E x p o r t s  o f  g o o d s  a n d  s e rv ic e s  e x p a n d e d  b y  14.5 % , w h i le  im p o r t s  g r e w  b y  11 % , w h i le  t h e  t e r m s  
o f  t r a d e  in  g o o d s  a n d  s e rv ic e s  e x p a n d e d  b y  5 .5 % ,  s in c e  t h e  u n i t  v a lu e  o f  e x p o r t s  w e n t  u p  b y  7 .5 %  as 
a g a in s t  a  r i s e  o f  o n ly  2 %  in  t h a t  o f  im p o r t s .
D u e  to  t h e  a b o v e  a n d  to  t h e  in c r e a s e  in  t h e  v o lu m e  o f  e x p o r t s ,  t h e  p u r c h a s in g  p o w e r  o f  e x p o r t s  
o f  g o o d s  a n d  s e rv ic e s  in c r e a s e d  r e m a rk a b ly  ( 1 2 % ) .  H o w e v e r ,  th i s  f a v o u ra b le  t r e n d  in  t h e  e x te r n a l  
s e c to r  in d i c a to r s  d id  n o t  k e e p  d e f ic i ts  f ro m  o c c u r r in g  in  t h e  t r a d e  b a la n c e  a n d  th e  b a la n c e  o n  c u r r e n t  
a c c o u n t  in  a m o u n ts  s im i la r  to  t h o s e  o f  o th e r  y e a r s .
A l th o u g h  th e  o ffic ia l a id  r e c e iv e d  v e r g e d  o n  U S $ 1 0 0  m i l l io n ,  r e p r e s e n t i n g  a n  in c r e m e n t  o f  
n e a r ly  3 0 %  a s  a g a in s t  198 4 , t h e  to ta l  c a p i ta l  in f lo w  fa i le d  to  o f fs e t  t h e  im b a la n c e s  m e n t i o n e d  a b o v e , 
a n d  t h e  c o u n try  a g a in  e x p e r ie n c e d  a  lo s s  in  r e s e r v e s .
b )  Merchandise trade and terms o f  trade
In  1985  t h e  v a lu e  o f  e x p o r t s  o f  g o o d s  r o s e  b y  o v e r  1 2 % , t h u s  e x p a n d in g  f o r  t h e  f o u r th  
c o n s e c u t iv e  y e a r .  A s  fo r  t h e  v o lu m e  o f  e x p o r t s ,  i t  e x p a n d e d  b y  9 % ,  n e a r ly  o f f s e t t in g  th e  d r o p  
e x p e r ie n c e d  t h e  p r e v io u s  y e a r ;  o n  th e  o t h e r  h a n d ,  t h e  g r o w th  r a t e  o f  t h e  u n i t  v a lu e  o f  e x p o r t s  s lo w e d  
d o w n ,  s in c e  in  1984  i t  in c r e a s e d  2 0 %  w h i le  o n e  y e a r  l a te r  i t  e x p a n d e d  b y  le s s  t h a n  3 %  ( s e e  t a b le  7 ).
% should be borne in mind that 98%  of the electric power generated is consumed in Port-au-Prince and four other 
major towns.
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I m p o r t s  a lso  w e n t  u p ,  a l th o u g h  o n ly  b y  5 0 %  in  r e s p e c t  o f  e x p o r t s .  T h is  m o re  t h a n  m a d e  u p  fo r 
th e  m in im a l  in c r e a s e  th e y  h a d  e x p e r ie n c e d  th e  p r e v io u s  y e a r . T h e  v o lu m e  o f  im p o r t s  w e n t  u p  b y  
n e a r ly  6 % , th e r e b y  c o m p le t in g  t h r e e  y e a r s  o f  s te a d y  g r o w th .  T h e  u n i t  v a lu e  o f  im p o r t s  s h o w e d  a  v e ry  
s l ig h t  u p t u r n  a f te r  a  d e c l in e  o f  5%  in  1984.
G iv e n  th e  g r e a t e r  in c r e a s e  in  th e  p r ic e  o f  e x p o r t s  t h a n  in  t h a t  o f  im p o r t s ,  th e  t e r m s  o f  t r a d e  
g r e w  b y  2 %  a s  a g a in s t  n e a r ly  2 2 .5 %  in  th e  p r e c e d in g  y e a r . T h e  i m p r o v e m e n t  in  th e  te r m s  o f  t r a d e  
a n d  th e  r is e  in  th e  v o lu m e  o f  e x p o r t s  m e a n t  t h a t  t h e  p u r c h a s in g  p o w e r  o f  e x p o r t s  g r e w  b y  11.5 % , th e  
h ig h e s t  r a te  in  th e  p a s t  t h r e e  y e a rs .
i) Exports. S in c e  e x p o r t s  o f  a g r ic u l tu r a l  p r o d u c ts  in  1985 a c c o u n te d  fo r m o r e  t h a n  h a l f  o f  all 
e x t e r n a l  s a le s ,  t h e i r  d e c l in e  b y  n e a r ly  5 %  h a d  sp e c ia l s ig n if ic a n c e  ( s e e  ta b le  8).
T ab le  6
H A I T I :  E L E C T R IC IT Y  G E N E R A T I O N  A N D  C O N S U M P T I O N
M illio n s  o f  k W h  G ro w th  ra tes
1980 1983 1984 1985° 1982 1983 1984 1985°
G e n e ra t io n 336 393 408 429 6.5 4 .0 3.9 5.2
C o n s u m p t io n 256 286 305 323 4.5 4.4 6.6 5.9
C o m m erc ia l and  in d u str ia l 156 149 162 174 0.3 -2.1 8.4 7.4
S ugar in d u stry 18 9 9 10 -13.3 35.6 6.2 11.1
C e m e n t in d u stry 21 22 22 22 -12.7 13.0 0.2 -
O th e rs 117 118 131 142 3.5 -6.3 10.0 8.4
R e s id e n tia l 81 110 110 114 10.3 10.9 -0.5 3.6
S tre e t lig h tin g  
P u b lic  and  co m m u n ity
9 10 8 8 10.1 13.2 -17.0 -
se rv ices 10 17 25 27 11.2 25.4 53.9 8.0
Source; ECLAC, on the basis of figures provided by the Bank of the Republic of Haiti.
" Provisional figures. '"The difference between generation and consumption is due to losses ¡n transmission and to unreorded consumption.
T ab le  7
H A I T I :  M A IN  I N D IC A T O R S  O F  F O R E IG N  T R A D E  IN  G O O D S
1980 1981 1982 1983 1984 1985°
G ro w th  ra te s
E x p o rts
V alu e 56.3 -30.3 15.5 6.8 7.1 12.2
V olum e 41.0 -4.8 12.2 18.4 -10.9 9.3
U n it  va lue 10.9 -26.8 3.0 -9.8 20.1 2.7
Im p o rts
V alu e 45.0 12.3 -17.4 9.4 0.3 6.1
V o lu m e 24.0 9.0 -16.8 8.4 5.4 5.8
U n it  value 16.9 3.1 -0.7 0.9 -4.9 0.3
T e rm s o f  tra d e -4.1 -29.6 3.0 -11.0 22.4 2.0
P u rc h a s in g  p o w er o f  e x p o rts 100.0
In d e x e s  (1980  = 
67.0
100)
77.4 81.6 89.0 99.2
V o lu m e  o f  e x p o rts 100.0 95.2 106.8 126.4 112.7 123.2
T e rm s o f  tra d e 100.0 70.4 72.5 64.5 78.9 80.5





HAITI: EXPORTS OF GOODS, FOB
M illio iis o f  d o llars
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985° 1975 1980 1985° 1982 1983 1984 1985°
T o ta l 186 215 223 100.0 100.0 100.0 16.0 6.9 15.6 3.7
A g r ic u l tu ra l  p ro d u c ts 103 129 123 51.9 60.1 55.2 22 .2 35.2 25 .2 -4 .7
Coffee 52 46 49 22.8 42.1 22.0 8.5 46.2 -11.5 6.5
C ocoa 5 5 7 6.0 2.1 3.1 -35.3 113.6 - 40 .0
S ugar 2 1 - 13.2* 3.0 - - - -70.6 -
S isa l - - - 3.9 0.7 - 2 73 .0 -89.5 - -
E ssencial o ils 8 6 4 6.0 2.5 1.8 16.3 35.1 -25.0 -33.3
M e a t 1 - - - 0.8 - -58.2 -65.5 -40.0 -
O th e rs 34 71 63 - 8.9 28.3 13.3 23.2 108.8 -11.3
M a n u fa c tu re d  a r tic le s  
(free z o n e ) ' 47 64 82 22 .3 25 .3 36 .8 -11 .9 -2.1 36.2 28.1
H a n d ic ra f t  m a n u fa c tu re s 17 22 18 14.7 9.8 8.0 64 .5 3.1 29.4 -18.2
O th e r  g o o d s 20 - - 11.1 4 .8 - 37.3 - - -
T h o u s a n d s  o f  to n s
Coffee 23.7 18.7 18.2 8.1 61.2 -21.1 -2.7
C ocoa 3.7 2.4 3.8 -42.3 146.7 -35.1 58.3
S ugar 7.1 5.0 - - - -29.6 -
Sisal 0.3 0.3 177.8 -88.0 -
E sse n tia l o ils 0.4 0.2 - 100.0 -50.0
M e a t
M anufac tu red  artic les
0.2 0.2 - -53.3 -71.4 - -
(free zone) 13.6 16.8 17.3 2.9 -2.9 23.5 3.0
H a n d ic ra ft m anu fac tu res 5.2 6.0 4.0 -25.7 - 15.4 -34.5
Source: liCLAC, on the basis of figures supplied by the Bank of the Republic of Haiti.
"Provisional figures. "Including molasses. ’ Net values,excluding imports of inputs and parts. Including cement and bauxite.
C o ffe e  e x p o r t s  in c r e a s e d  b y  6.5%, p a r t l y  o f f s e t t in g  t h e  d r o p  o f  o v e r  11 %  in  1984 . T h e  d e c l in e  
in  t h e  v o lu m e  o f  c o f fe e -b e a n  e x p o r t s  ( 2 .5 % )  m o r e  t h a n  m a d e  u p  f o r  b y  a  s u s ta in e d  p r ic e  in c re a s e . 
C o c o a  s a le s  a ls o  w e n t  u p  ( 4 0 % ) ,  a l t h o u g h  i t s  r e la t iv e  s h a r e  in  f o r e ig n  t r a d e  a s  a  w h o le  i s  u su a lly  m u c h  
s m a lle r .  C o n v e rs e ly ,  e x p o r t s  o f  e s s e n t ia l  o i l s  f o r  t h e  p e r fu m e r y  t r a d e  c o n t in u e d  to  p l u m m e t  ( - 3 5 % ) ,  
f a l l in g  to  h a l f  o f  th o s e  m a d e  in  1 9 8 3 - S im ila r ly , a g r ic u l tu r a l  e x p o r t s  in  t h e  " o th e r s "  c a te g o ry ,  w h ic h  
r e p r e s e n t  2 8 %  o f  t h e  t o ta l ,  a ls o  d e c r e a s e d  b y  o v e r  11 % , la rg e ly  d u e  to  t h e  r e fu s a l  b y  th e  U n i t e d  S ta te s  
to  a c c e p t  m a n g o  s h i p m e n t s  d u e  to  p h y to s a n i t a r y  p r o t e c t i o n  m e a s u re s .
I n  c o n t r a s t ,  t h e  v a lu e  o f  e x p o r t s  f ro m  t h e  s u b c o n t r a c t in g  in d u s t r y  g r e w  r e m a rk a b ly  f o r  t h e  
s e c o n d  c o n s e c u t iv e  y e a r  ( 2 8 % ) .  A s  a lr e a d y  n o te d ,  c h a n g e s  in  t h e  c o m p o s i t io n  o f  t h e  d i f fe r e n t  
b r a n c h e s  o f  th i s  in d u s t r y  w e r e  o b s e rv e d  th r o u g h o u t  t h e  y e a r ,  in  t h a t  w h i le  in  s o m e  c a s e s  th e r e  w a s  a  
s u s ta in e d  e x p a n s io n ,  in  o t h e r s  t h e  d e t e r i o r a t i o n  a c c e le ra te d . L a s t ly ,  e x p o r t s  o f  h a n d ic r a f ts  fe ll  b y  o v e r  
1 8 % , in  s h a r p  c o n t r a s t  w i th  t h e  m a r k e d  e x p a n s io n  s h o w n  in  t h e  p r e v io u s  t r i e n n iu m .
ii)  Imports. A s  a lr e a d y  in d ic a te d ,  i m p o r t s  p e r f o r m e d  p o s i t iv e ly  in  m o s t  c a s e s  ( s e e  t a b le  9 ). 
T h u s ,  t h e  p u r c h a s e  o f  fo o d s tu f fs  w h ic h  r e p r e s e n t  a p p r o x im a te ly  o n e  f if th  o f  to ta l  im p o r t s ,  r o s e  b y  
o v e r  6 .5 % ,  t h u s  s h o w in g  a  to t a l  g r o w th  r a t e  o f  o v e r  2 7 %  b e tw e e n  1983  a n d  198 5 .
I m p o r t s  o f  h y d r o c a r b o n s ,  m a n u f a c tu r e d  a r t ic le s  a n d  m a c h in e r y  a n d  t r a n s p o r t  e q u i p m e n t  a lso  
e x p a n d e d .  A f te r  s h o w in g  a  m a r k e d  in c r e a s e  in  1 9 8 3 , i m p o r t s  o f  h y d r o c a r b o n s  s a w  t h e i r  g r o w th  r a t e  
s lo w , a n d  in  19 8 5  i t  w a s  s l ig h t ly  o v e r  2 .5 % .
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I m p o r t s  o f  m a n u f a c tu r e s  g r e w  b y  s l ig h t ly  o v e r  5.5 % . A l th o u g h  th i s  w a s  h ig h e r  t h a n  th e  g r o w th  
r a t e  r e c o r d e d  t h e  p r e v io u s  b i e n n iu m ,  i t  w a s  s t i l l  n o t  h ig h  e n o u g h  to  o f fs e t  t h e  l a r g e  d r o p  o f  o v e r  
1 3 .5 %  s h o w n  in  1 982 .
F in a l ly ,  p u r c h a s e s  o f  c a p i ta l  g o o d s  a ls o  s lo w e d  d o w n  in  t h a t  a f te r  g r o w in g  b y  n e a r ly  9 %  in  
1 9 8 4 , t h e i r  g r o w t h  r a t e  a  y e a r  l a t e r  b o r d e r e d  o n  2 .5 % .  M o r e o v e r ,  th e s e  g r o w th  r a te s  c o u ld  n o t  o ffs e t 
t h e  s h a r p  d r o p s  ( 3 2 % )  r e c o r d e d  b e tw e e n  1982  a n d  1 9 8 3 . In  c o n t r a s t ,  p u r c h a s e s  o f  o i ls  a n d  fa ts  a n d  
c h e m ic a l s  d e c r e a s e d  b y  7 %  a n d  2 % ,  r e s p e c tiv e ly .
c )  Trade in services and factor payments
In  1985  th e  t r a d e  d e f ic i t  w a s  U S $ 2 2 0  m i l l io n ,  a m o u n t in g  to  a n  in c r e a s e  o f  s l ig h t ly  o v e r  5 .5 %  in  
r e s p e c t  o f  t h e  p r e v i o u s  y e a r  ( s e e  ta b le  10).
T h is  im b a la n c e  w a s  b a s ic a lly  d u e  to  t h e  e v o lu t io n  o f  t r a d e  in  r e a l  s e rv ic e s , w h ic h  r e s u l t e d  in  a  
d e f ic i t  f o r  t h e  c o u n t r y  o f  a p p r o x im a te ly  U S $ 1 0 0  m i l l io n ,  t h a t  is , o n e  w h ic h  w a s  2 0 %  h ig h e r  t h a n  in  
1984 . I n  c o n t r a s t ,  t h e  im b a la n c e s  r e s u l t i n g  f ro m  m e r c h a n d i s e  t r a d e  d e c l in e d  b y  3 % ,  r e d u c in g  th e  
n e g a t iv e  b a la n c e  o f  s l ig h t ly  u n d e r  U S $ 1 3 0  m i l l io n  in  198 4  to  a  f ig u re  s o m e w h a t  a b o v e  U S $ 1 2 0  
m i l l io n  a  y e a r  la te r .
R e v e n u e s  f ro m  t r a n s p o r t  a n d  in s u r a n c e  e x p a n d e d  b y  o v e r  1 4 % . H o w e v e r ,  p a y m e n t s  o n  
a c c o u n t  o f  t h o s e  s a m e  i t e m s  e x p e r ie n c e d  a n  e v e n  h i g h e r  in c r e a s e  ( 2 1 % ) .
A s  r e g a r d s  t o u r i s m ,  r e v e n u e s  e x c e e d e d  p a y m e n t s  in  t h e  a m o u n t  o f  U S $ 5 0  m i l l io n ,  r e p r e s e n t i n g  
a n  in c r e a s e  o f  a r o u n d  2 0 %  in  r e s p e c t  o f  1984. D e s p i t e  t h e  d r o p  in  t h e  n u m b e r  o f  t o u r i s t s  w h ic h  
v i s i t e d  t h e  c o u n t r y ,  o w in g  in  p a r t  to  t h e  c l im a te  o f  so c ia l  u n r e s t  w h ic h  p r e v a i l e d  d u r in g  th e  y e a r ,  t h e  
a v e r a g e  e x p e n d i t u r e  p e r  v i s i to r  in c r e a s e d ,  w h ic h  e x p la in s  t h e  r i s e  in  to ta l  r e v e n u e s  o f  a p p r o x im a te ly  
1 5 % . E x p e n d i tu r e  o n  t r a v e l  a b r o a d  s h o w e d  a  s m a l le r  in c r e a s e  ( 1 0 % ) ,  p r o b a b ly  d u e  to  t h e  le v y in g  o f  
ta x e s  o n  a i r  t i c k e ts  a n d  p a s s p o r t s .
F o r  i t s  p a r t ,  t h e  n e g a t iv e  b a la n c e  in  r e s p e c t  o f  f a c to r  s e rv ic e s  r e a c h e d  U S $ 2 0  m i l l io n ,  a n  
i n c r e a s e  o f  11 %  o v e r  t h e  d e f ic i t  s h o w n  in  1984 . T h is  m u s t  h a v e  b e e n  d u e  to  h ig h e r  i n t e r e s t  p a y m e n t s  
s in c e  t h e  p r o f i t s  o f  f o r e ig n  c o m p a n ie s  r e m a in e d  u n c h a n g e d .
I t  w a s  a ls o  d u e  to  s o m e  e x t e n t  to  t h e  p e r f o r m a n c e  o f  in c o m e  f ro m  t r a n s f e r s  m a d e  b y  e m ig r a n t s ,  
w h ic h  a l t h o u g h  e x p a n d i n g  b y  1 4 % , o n ly  r e a c h e d  t h e  le v e ls  r e c o r d e d  in  1982.
T a b le  9
H A I T I :  I M P O R T S  O F  G O O D S , C IF
M illio n s  o f  P e rc e n ta g e
d o lla rs  b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1975 1980 1985° 1982 1983 1984 1985"
T o ta l 411 435 449 100.0 100.0 100.0 -13 .6 6.3 5.7 3.2
F o odstu ffs , b ev e rag es
and tobacco 82 89 95 23.1 16.9 21.1 -11.1 12.9 7.9 6.7
H y d ro c a rb o n s 71 74 76 9.1 16.7 16.9 -15.5 23.8 4.2 2.7
O ils and  fats 31 34 31 5.5 7.0 6.9 -40.2 90.5 7.6 -7.0
C h em ica ls 40 43 42 8.4 8.4 9.4 2.3 10.9 8.2 -2.3
M a n u fac tu red  a rtic les 73 74 78 16.3 20.7 17.4 -13.8 1.3 1.4 5.6
M a ch in e ry  and t r a n s p o r t
e q u ip m e n t 74 81 83 19.8 17.4 18.5 -15.6 -16.7 8.8 2.4
M isce llan eo u s m an u fac tu re d
articles'^ 35 38 41 14.0 8.2 9.1 -7.9 -18.1 8.6 7.6
O th er"1 5 2 3 3.8 4.7 0.7
Source: ECLAC, on the basis of figures supplied by the Bank of the Republic of Haiti. 
"Preliminary figures. Including manufactures of textiles, leather, rubber, wood, paper and metallic and non-metallic
minerals. 'Including clothing, foowear, travel goods, furniture, professional instruments and sanitary, heading and ligthing 





HAITI: BALANCE OF PAYMENTS
1979 1980 1981 1982 1983 1984 1985"
B a la n c e  o n  c u r re n t  a c c o u n t -9 7 -140 -225 -160 -177 -182 -191
T rad e  balance -117 -178 -277 -195 -209 -208 -220
E x p o rts  o f  goo d s and se rv ices 213 306 2 4 0 2 7 0 2 8 8 2 9 9 3 4 2
G o o d s FO B 138 2 1 6 150 174 186 199 223
R eal se rv ices 75 90 90 96 103 101 119
T ra n s p o r t  and  in su ran n ce 3 6 7 7 7 7 8
T rav e l 65 76 75 80 85 81 93
Im p o rts  o f  g o o d s and  se rv ices 3 3 0 4 8 4 5 1 7 465 4 9 7 5 0 7 562
G o o d s FO B 2 2 0 3 1 9 3 5 8 296 3 2 4 325 345
R eal se rv ices 110 165 159 169 173 182 2 1 7
T ra n s p o r t  and  in su ran ce 4 8 83 89 77 88 94 114
T ravel 33 41 31 41 3 9 3 9 43
F ac to r  se rv ices -13 -14 -13 -14 -14 -18 -20
P ro fits -7 -8 -7 -8 -8 -2 -2
In te re s t  received - 1 1 1 1 - -
In te re s t  paid -7 -6 -6 -6 -7 -16 -18
U n re q u ite d  p r iv a te  tra n sfe r  p a y m e n ts 34 52 64 4 9 4 6 43 4 9
B a la n c e  o n  c a p ita l a c c o u n t 105 111 168 115 144 154 168
U n re q u ite d  official tra n s fe r  p a y m e n ts 4 2 37 74 61 64 75 97
L o n g -te rm  cap ita l 59 67 93 45 4 6 62
D ire c t in v e s tm e n t (n e t) 12 13 8 7 8 4 5
P o rtfo lio  in v e s tm e n t (n e t)  
O th e r  lo n g - te rm  cap ita l 4 7 54 85 38 3 7 57
Official sec to rc 4 0 52 28 34 32 55
L o ans received 2 9 4 7 32 38 35 61
A m o r tiz a tio n  p a y m e n ts -3 -2 -4 -4 -3 -6
C o m m erc ia l b a n k s '
L o ans received 
A m o r tiz a tio n  p a y m e n ts  
O th e r  sec to rs0 8 3 57 4 6 3
L o ans received 11 10 61 8 12 2 0
A m o r tiz a tio n  p a y m e n ts -4 -7 -4 -5 -7 -17
S h o rt- te rm  cap ita l (n e t) -1 -1 -6 -8 -6 -8
Official secto r 1 2 - - - -
C o m m erc ia l banks -2 -3 -6 -8 -6 -8
O th e r  sec to rs  
E rro rs  and  o m iss io n  (n e t) 5 8 7 17 4 0 2 6
G lo b a l b a la n c e '' 8 -2 9 -5 7 -4 5 -33 -2 8 -23
T o ta l v a r ia tio n  in  rese rv es  
(- sign  ind ica tes an  in crease) -24 2 6 50 3 32 6
M o n e ta ry  gold -5 -4 2 1 - -
Special D ra w in g  R ig h ts -2 4 3 -1 1
IM F  reserv e  p o sitio n -3 6 -
F o re ig n  e x ch an g e  asse ts -11 22 15 -16 10 -5
O th e r  asse ts
U se  m ad e  o f  IM F  c red it -2 -3 30 18 22 11
Source: 1979- 198-1: International Monetary Fund, Balance o f  Payments Yearbook, March 1986; 1985: IiCLAC, on the basis of official data. 
"Provisional figures. Including other non-factor services. ’Includes net loans granted and other assets and
liabilities. liquivalent to the total variation in reserves (of opposite sign) plus counterpart items.
d) The deficit on current account and its financing
A n  in c r e a s e  o f  5 %  b r o u g h t  th e  d e f ic it  o n  c u r r e n t  a c c o u n t  to  s l ig h t ly  o v e r  U S $ 1 9 0  m i l l io n  in  
1 985 . T h is  f ig u re  w a s  th e  h ig h e s t  s in c e  1981 an d  a m o u n te d  to  a p p r o x im a te ly  9 %  o f  th e  p r o d u c t  ( s e e  
ta b le  10).
H a l f  o f  t h i s  im b a la n c e  w a s  f in a n c e d  by  m e a n s  o f  u n r e q u i te d  o ffic ia l t r a n s f e r  p a y m e n ts ,  w h ic h ,  
t h a n k s  to  a n  in c r e a s e  o f  3 0 % ,  to ta l le d  a p p r o x im a te ly  U S $ 1 0 0  m ill io n .
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N e v e r t h e l e s s ,  i t  w a s  s t i l l  n e c e s s a ry  to  o b t a in  a d d i t io n a l  fu n d s  o n  th e  i n t e r n a t io n a l  c a p i ta l  
m a r k e t s .  L o n g - t e r m  c a p i ta l  in f lo w s  s h r a n k  s u b s ta n t ia l ly  b e c a u s e  fu n d s  w e r e  n o t  so  r e a d i ly  a v a i la b le  
a n d , m o r e  so , b e c a u s e  a m o r t i z a t i o n  p a y m e n t s  w e r e  h ig h e r .  T h e  l a t t e r  r o s e  c o n s id e ra b ly  w h e n  s e v e ra l  
lo a n s  c o n t r a c t e d  p r e v io u s ly  fe ll d u e .
S o m e  s h o r t - t e r m  c a p i ta l  o u tf lo w s  c o u ld  a ls o  b e  d e te c te d ,  a l th o u g h  th e s e  w e r e  s m a l le r  t h a n  in  
p r e v io u s  y e a r s ,  s in c e  t h e  b a la n c e  o n  th e  e r r o r  a n d  o m is s io n s  i t e m  w a s  le s s  t h a n  t h a t  r e c o r d e d  o n  o th e r  
o c c a s io n s .
A s  a  c o n s e q u e n c e  o f  a ll t h e  a b o v e ,  t h e  c o u n try  su f fe re d  a  f o r e ig n  e x c h a n g e  lo s s  o f  a r o u n d  U S $ 2 5  
m i l l io n ,  w h ic h  w h e n  a d d e d  to g e t h e r  w i th  t h e  d e c l in e s  s y s te m a tic a l ly  r e c o r d e d  s in c e  1 9 8 0 , t o ta l l e d  a  
d r o p  o f  n e a r ly  U S $ 2 2 0  m i l l io n .
e )  External indebtedness
U n l ik e  w h a t  h a s  b e e n  th e  c a s e  in  o t h e r  L a t in  A m e r ic a n  c o u n t r i e s ,  t h e  H a i t i a n  e x t e r n a l  d e b t  h a s  
r e p r e s e n t e d  n o  p a r t i c u l a r  p r o b le m s  in  t h e  r e c e n t  p a s t  d u e  to  t h e  m o s t - f a v o u r e d - n a t io n  s ta tu s  e n jo y e d  
b y  H a i t i  w h ic h  e n a b le d  i t  to  o b t a in  c r e d i t s  o n  c o n c e s s io n a ry  t e r m s  m o r e  eas ily .
H o w e v e r ,  s in c e  t h e  b e g in n in g  o f  t h e  1 9 8 0 s t h e  b u r d e n  o f  e x t e r n a l  in d e b te d n e s s  h a s  b e c o m e  
m o r e  s ig n i f ic a n t ,  i n c r e a s in g  s u b s ta n t ia l ly  in  t h e  p e r i o d  1 9 8 4 -1 9 8 5 .
I n  1985 t h e  d i s b u r s e d  e x t e r n a l  p u b l ic  d e b t  w a s  a p p r o x im a te ly  U S $ 6 0 0  m i l l io n  — s lig h t ly  lo w e r  
t h a n  t h e  f ig u re  s h o w n  t h e  p r e v io u s  y e a r  a n d  a p p r o x im a te ly  d o u b le  t h a t  r e c o r d e d  in  1980 . A s  in  
p r e v io u s  y e a r s ,  m o s t  o f  th e s e  f u n d s  (7 5  % )  in v o lv e d  c o m m i t m e n t s  a s s u m e d  b y  t h e  g o v e r n m e n t  w h i le  
p u b l ic  e n t e r p r i s e s  w e r e  r e s p o n s ib l e  fo r  t h e  r e m a i n i n g  a m o u n t  ( s e e  ta b le  11).
O n  th e  o t h e r  h a n d ,  in  1985 d i s b u r s e m e n t s  s lo w e d  d o w n  a g a in ,  c o n t in u in g  t h e  t r e n d  b e g u n  th e  
p r e v io u s  y e a r .  T h u s ,  t h e  U S $ 1 5 0  m i l l io n  d is b u r s e d  in  1983 w e n t  d o w n  to  U S $ 8 0  m i l l io n  a  y e a r  l a te r  
a n d  to  a p p r o x im a te ly  U S $ 5 0  m i l l io n  in  t h e  y e a r  u n d e r  r e v ie w .
T a b le  11
H A I T I :  I N D I C A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S ”
1980 1981 1982 1983 1984 1985*
M ill io n s  o f  d o lla rs
D is b u rs e d  p u b lic  e x te rn a l d e b t 
B a la n ces 290 372 410 551 607 599
G o v e rn m e n t 223 248 282 402 454 453
P u b lic  e n te rp ris e s 67 124 128 149 153 146
D is b u rs e m e n ts 52 93 48 153 83 48
S e rv ic in g 15 16 17 23 36 64
A m o rtiz a tio n  p ay m en ts 10 11 10 12 27 56
In te re s t  p ay m en ts 5 5 7 11 9 8
R a tio s
P u b lic  e x te rn a l d e b t /e x p o r ts  
o f goods and  services 94.8
P e rc e n ta g e s
155.0 151.9 191.3 203.0 175.1
D e b t s e rv ic in g /e x p o r ts  o f 
goo d s and  serv ices 4 .9 6.7 6.3 8.0 12.0 18.7
N e t in te re s t p a y m e n ts /e x p o r ts  
o f g o o d s and se rv icesc 2.3 2.5 2.2 2.4 5.4 5.8
D e b t se rv ic in g /d isb u rse m e n ts 29.0 17.2 34.4 15.0 43.3 133.3
Source: ECLAC, on the basis of figures supplied by the Bank of the Republic of Haiti.
” Balance of disbursed external debt, for terms of over a year, as of 30 September of each year. Preliminary figures. ’ Refers to net
interest payments reflected on the balance of payments.
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I n  c o n t r a s t ,  d e b t  s e rv ic in g  e x p e r ie n c e d  a  l a r g e  in c r e a s e .  T h u s ,  in  1985 a m o r t i z a t i o n  a n d  i n t e r e s t  
p a y m e n t s  ( U S $ 6 4  m i l l io n )  w e r e  o v e r  tw ic e  a s  h ig h  a s  t h o s e  m a d e  in  1 9 8 4 , w h e n  th e y  h a d  b e e n  m o r e  
t h a n  5 0 %  h i g h e r  t h a n  in  198 3 .
I n  k e e p i n g  w i t h  t h e  p a t t e r n  fo l lo w e d  in  p r e v io u s  y e a r s ,  m o s t  o f  t h e  d e b t  s e rv ic in g  w a s  m a d e  u p  
o f  a m o r t i z a t i o n  p a y m e n t s ,  w h ic h ,  h a v in g  m o r e  t h a n  d o u b le d  in  1 984 , a g a in  r o s e  b y  t h e  s a m e  
p r o p o r t i o n  in  1 9 8 5 , a m o u n t in g  to  s l ig h t ly  o v e r  U S $ 5 5  m i l l io n .  A s  fo r  i n t e r e s t  p a y m e n t s ,  th e y  s lo w e d  
d o w n  a  l i t t le ,  a m o u n t in g  to  le s s  t h a n  U S $ 1 0  m i l l io n  fo r  t h e  s e c o n d  c o n s e c u t iv e  y e a r .
T h e  p e r f o r m a n c e  d e s c r ib e d  a b o v e  c a u s e d  th e  r a t i o  b e tw e e n  d e b t  s e rv ic in g  a n d  e x p o r t s  o f  g o o d s  
a n d  s e rv ic e s  to  r i s e  f ro m  1 2 %  in  1984  to  1 9 %  a  y e a r  la te r .  S u c h  a  c o e f f ic ie n t  w a s  in  c o n t r a s t  w i th  t h a t  
r e a c h e d  a s  r e c e n t ly  a s  1983 ( 8 % ) .  I n t e r e s t  p a y m e n t s ,  in  t u r n ,  a c c o u n te d  fo r  5 %  o f  all e x t e r n a l  sa le s ,  
a n d  7 5  %  o f  t h e  n e w  d i s b u r s e m e n t s  m a d e  t h r o u g h o u t  t h e  y e a r  w e r e  u s e d  fo r  a m o r t i z a t i o n  a n d  i n t e r e s t  
p a y m e n ts .
4 . P r i c e s  a n d  w a g e s
T h e  v a r i a t i o n  b e tw e e n  a n n u a l  a v e r a g e s  in  t h e  c o n s u m e r  p r i c e  in d e x  e x p e r ie n c e d  a  s l ig h t  r i s e  in  1 9 8 5 , 
g o in g  u p  f ro m  8 %  in  1 9 8 4  to  n e a r ly  8 .5 %  a  y e a r  l a te r  ( s e e  t a b le  12).
H o w e v e r ,  t h e  v a r i a t i o n  f ro m  S e p te m b e r  to  S e p te m b e r  w a s  m u c h  g re a te r .  T h u s ,  f ro m  S e p ­
t e m b e r  19 8 4  to  S e p te m b e r  1985 p r ic e s  r o s e  a t  a  r a t e  o f  1 5 % . T h is  w a s  in  s h a r p  c o n t r a s t  w i th  t h e  
p e r f o r m a n c e  o f  t h e  p r e c e d in g  y e a r ,  in  w h ic h  th e y  r o s e  b y  6 % , a  f ig u re  w h ic h  w a s  in  i t s e l f  h a l f  t h a t  
r e c o r d e d  in  1 9 8 3 .
T h e  s p e e d - u p  o f  t h e  in f la t io n a r y  p r o c e s s  w a s  r e f le c te d  in  p a r t i c u l a r  in  t h e  e v o lu t io n  o f  fo o d  
p r ic e s .  A f te r  a n  in c r e a s e  b o r d e r in g  o n  6 %  in  1 9 8 4 , t h a t  e x p e r ie n c e d  in  1985 c a m e  c lo s e  to  1 8 % .
T h e  a b o v e  p r i c e  in c r e a s e s  a p p e a r  to  h a v e  s t e m m e d  f ro m  v a r io u s  c a u s e s . T h e r e  i s  n o  d o u b t  t h a t  
r e s t r i c t i o n s  o n  t h e  su p p ly  o f  f o o d s tu f fs  s u c h  a s  m a iz e ,  r ic e ,  s o r g h u m  a n d  p o u l t r y ,  e n c o u r a g e d  p r i c e  
in c r e a s e s .  O n  to p  o f  t h a t ,  su c h  e l e m e n t s  a s  t h e  s u r c h a r g e  o f  a p p r o x im a te ly  1 0 %  a p p l ie d  o n  th e  d o l la r  
in  t h e  p a r a l l e l  m a r k e t  d u r in g  t h e  y e a r ,  h ig h  i n t e r e s t  r a te s  a n d  a  r i s e  in  t h e  sa le s  ta x , a ls o  c o n t r ib u te d  to  
t h e  o v e r a l l  p r i c e  in c r e a s e s  o n  t h e  c o s t  s id e .
T h e  in f la t io n  e x p e r ie n c e d  a t  a  t im e  w h e n  in f la t io n  w a s  d e c l in in g  in  th e  U n i t e d  S ta te s ,  H a i t i 's  
m a in  t r a d e  a n d  f in a n c ia l  p a r t n e r ,  a f fe c te d  th e  c o m p e t i t i v e n e s s  o f  m a n y  g o o d s  a n d  s e rv ic e s .
A s  r e g a r d s  w a g e s ,  t h e  m i n im u m  n o m in a l  r e m u n e r a t i o n s  w e r e  in c r e a s e d  b y  a lm o s t  1 4 % , r i s in g  
f ro m  13 to  15 g o u r d e s  p e r  d ay  ( s e e  t a b le  13). T h is  g a v e  r i s e  to  a  d e b a te  o n  t h e  im p a c t  w h ic h  th i s  
m e a s u r e  m ig h t  h a v e  o n  t h e  s u b c o n t r a c t in g  in d u s t r y ,  s in c e  o t h e r  n e ig h b o u r in g  c o u n t r i e s ,  s u c h  a s  th e  
D o m in ic a n  R e p u b l ic  a n d , in  e f fe c t M e x ic o ,  h a d  d e v a lu e d  t h e i r  c u r re n c y . H o w e v e r ,  t h e  f la r e - u p  o f  
in f la t io n a r y  p r e s s u r e s  b r o u g h t  th i s  in c r e a s e  d o w n  to  o n ly  a b o u t  5 %  in  r e a l  t e r m s  — n o t  e n o u g h  to  
o f fs e t  t h e  d e t e r i o r a t i o n  e x p e r i e n c e d  d u r in g  t h e  p r e c e d in g  tw o  y e a r s  ( 1 5 % ) .  H e n c e ,  t h e  in d e x  o f  r e a l  
w a g e s  s to o d  a t  o n e  o f  i t s  lo w e s t  le v e ls  s in c e  1980. 5
5. M o n e t a r y  a n d  f is c a l  p o l i c y
a )  M onetary policy
I n  1985 th e  e v o lu t io n  o f  t h e  m o n e ta r y  p o lic y  c o n t in u e d  to  d e p e n d  o n  tw o  fa c to r s  w h ic h  w e r e  
v e ry  d i f f e r e n t  in  n a tu r e .  O n  t h e  o n e  h a n d ,  t h e r e  w a s  g r e a t  f in a n c ia l  o p e n n e s s  to  t h e  e x t e r io r  a n d ,  o n  
t h e  o t h e r ,  t h e  p r e s e n c e  in  t h e  e c o n o m y  o f  a  v a s t  n o n - m o n e t iz e d  s e c to r  p e r s is te d .
A l th o u g h  b o th  p h e n o m e n a  r e s t r i c t e d  t h e  d e g r e e  o f  in f lu e n c e  o f  m o n e ta r y  a n d  c r e d i t  v a r ia b le s  
o n  th e  e c o n o m y  a s  a  w h o le ,  t h r o u g h o u t  1985 t h e  m o n e ta r y  p o lic y  r e m a in e d  r e la t iv e ly  f re e  f ro m  th e  
s t r o n g  p r e s s u r e s  e x p e r i e n c e d  th e  p r e v io u s  y e a r ,  a s  a  r e s u l t  o f  a  d e c r e a s e  in  t h e  f isc a l d efic it.
T h e  m o n e ta r y  b a s e  e x p a n d e d  b y  5.5 % , in  s h a r p  c o n t r a s t  w i th  t h e  3 4 %  r e c o r d e d  in  1984 . F o r  its  
p a r t ,  m o n e y  s u p p ly  ( M A r o s e  b y  1 1 .5 % , a  f ig u re  w h ic h  w a s  a ls o  lo w e r  t h a n  t h a t  s h o w n  t h e  p r e v io u s  
y e a r .  S in c e  the" s i tu a t io n  w i th  r e g a r d  to  q u a s i -m o n e y  r e m a in e d  p r a c t ic a l ly  t h e  s a m e , to t a l  m o n e y  
su p p ly  ( M 2) i n c r e a s e d  b y  a b o u t  9 .5 %  (se e  t a b le  14).
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O n  th e  o t h e r  h a n d ,  d o m e s tic  c r e d i t  s lo w e d  d o w n  in  r e s p e c t  o f  th e  p r e v io u s  y e a r  a n d  re s o u rc e s  
fo r t h e  p r iv a t e  a n d  p u b l ic  s e c to r s  ro se  b y  a  v e ry  s im i la r  p e r c e n ta g e  ( 8 .5 % ) .
T h e  s lo w d o w n  in  c r e d i ts  re c e iv e d  b y  th e  p u b l ic  s e c to r  w a s  e s p e c ia l ly  s ig n if ic a n t .  T h u s ,  th e  
e x p a n s io n  n o te d  in  1985 w a s  in  c o n t r a s t  w i th  t h a t o f  th e  p r e v io u s  y e a r ,  in  w h ic h  th e y  g r e w  1 7 % , an d  
w i th  th e  r is e  o f  o v e r  3 0 %  in  198 3 . A s  in  p r e v io u s  y e a r s ,  th e  m a jo r i ty  o f  th e  c r e d i ts  re c e iv e d  b y  th e  
p u b l ic  s e c to r  w e n t  to  th e  c e n t r a l  g o v e r n m e n t  ( 9 5 % ) .
In  1985 th e r e  w a s  s t i l l  a  h ig h  d e g r e e  o f  f in a n c ia l  o p e n n e s s ,  a s  e v id e n c e d  by  th e  o p e r a t i o n  in  th e  
c o u n try  o f  f o re ig n  b a n k s ,  a l th o u g h  th e y  w e r e  su b je c t  to  th e  r e g u la t io n s  o f  th e  re c e n t ly  e s ta b l is h e d  
C e n tr a l  B a n k .7
T ab le  12
H A I T I :  T R E N D S  IN  D O M E S T IC  P R IC E S
1980 1981 1982 1983 1984 1985"
V a r ia t io n  fro m  S e p te m b e r  to  S e p te m b e r
C o n su m e r p ric e  index 9.5 4.7 6.2 12.2 6.1 15.0
F o o d 13.9 6.7 1.6 13.4 5.8 17.7
V a r ia t io n  b e tw e e n  an n u a l av erag es
C o n su m e r p ric e  ind ex 18.1 7.6 9.0 8.8 8.0 8.4
F o o d 26.7 9.4 4.7 7.2 8.5 7.9
Source: ECLAC, on the basis of figures supplied by the Bank of the Republic of Haiti and the Haitian Institute of Statistics and Information 
Sciences.
"Preliminary figures.
T ab le  13
H A IT I :  T R E N D S  IN  W A G E S  A N D  S A L A R IE S
1981 1982 1983 1984 1985
M in im u m  daily w age" 11.40
G o u rd e s
13.00 13.20 13.20 15.00
W ag es"
N o m in a l 103.6
In d e x e s  (1980  =  100) 
118.2 120.0 120.0 136.4
R eal* 96.3 100.8 94.0 87.1 91.3
W ages"
N o m in a l 3.6
G ro w th  ra te s  
14.1 1.5 13.7
R eal" -3.7 4.7 -6.7 -7.3 4 .8
Source: UCI.AC, on the basis of figures supplied by the Haitian Institute of Statistics and Information Sciences. 
"Refers to the minimum daily wage paid in industry. Deflated on the basis of the consumer price index.
7It should be noted that the Royal Bank of Canada, the second major bank in Haiti, ceased to operate in the country at 





M o n e tary  base 
M oney  (M ,)
Q u as i-m o n ey
M oney  p lus q u asi-m oney  <M 2) 
D o m e s tic  c red it 
To th e  p ub lic  secto r 
C e n tra l g o v e rn m e n t (n e t)  
P u b lic  in s titu tio n s  
To th e  p r iv a te  sec to r
M o n e ta ry  m u ltip lie rs  
M ,/m o n e ta ry  base 
M 2/e n la rg e d  m o n e ta ry  base  
V elocity  o f  c ircu la tio n  
G D P /M ,
S e p te m b e r  balances 
(m illio n s  o l: gou rd es)
G ro w th  ra tes
1982 1983 1984 1985° 1982 1983 1984 1985°
1 112 1 018 1 368 1 442 17.9 -8.4 34.3 5.4
949 932 1 099 1 225 14.9 -1.8 17.9 11.5
1 078 1 166 1 255 1 355 8.0 8.1 7.6 8.0
2  027 2  098 2  354 2  580 11.1 3.5 12.2 9.6
2  763 3 214 3 670 3 978 10.5 16.3 14.2 8.4
1 586 2  093 2  448 2  655 20.7 32.0 17.0 8.5
1 299 1 911 2  263 2  502 198 47.1 18.4 10.6
287 182 185 153 25.2 -36.4 1.4 -17.3
1 177 1 121 1 122 1 323 -0.8 -4.8 9.0 8.3
C o e ff ic ie n ts
0.85 0.92 0.80 0.85
1.94 2.06 1.72 1.79
12.78 11.44 12.10 8.11
Source: l:Cl.AC on the basis of figures supplied by the Bunk of the Republic of Haiti. 
"Provisional figures. lixcluding interbank operations.
I n t e r e s t  r a t e s  r e m a in e d  r e la t iv e ly  h ig h .  T h o s e  o n  d e p o s i t s  w e r e  f ix e d  a t  a  h i g h e r  r a t e  t h a n  th o s e  
p r e v a i l i n g  a b r o a d  in  a n  a t t e m p t  to  r e t a i n  d o m e s t ic  s a v in g s . In  s p i t e  o f  th i s ,  b a n k  d e p o s i t s  b a re ly  
c h a n g e d ,  a n d  d e p o s i t s  b y  th e  p u b l ic  h a v e  e v e n  b e e n  r e fu s e d , le a v in g  t h e  i n d iv id u a l s  c o n c e r n e d  n o  
c h o ic e  b u t  to  p la c e  t h e i r  s a v in g s  a b ro a d . O n  th e  o th e r  h a n d ,  r a t e s  o n  lo a n s  a ls o  in c r e a s e d  a f fe c tin g  th e  
f in a n c ia l  c o s ts  o f  e n t e r p r i s e s .
b )  Fiscal policy
T h e  b ig g e s t  p r o g r e s s  w a s  p e r h a p s  a c h ie v e d  in  t h e  f ie ld  o f  p u b l ic  f in a n c e s ,  a l t h o u g h  th e r e  a re  
s t i l l  s e r io u s  o b s ta c le s  to  o v e r c o m e .  O n e  o f  t h e  m a jo r  p r o b le m s  in  t h e  e c o n o m y  in  t h e  v e ry  r e c e n t  p a s t  
w a s  t h e  la rg e  f isc a l d e f ic it , w h ic h  h a d  b e e n  c a u s e d  b y  a  n u m b e r  o f  f a c to r s ,  m a n y  o f  t h e m  r e la te d  to  a  
la c k  o f  t r a n s p a r e n c y  in  th e  m a n a g e m e n t  o f  p u b l ic  f in a n c e s  a n d  to  a  r e g r e s s iv e  t a x  s y s te m , w h ic h  is  
b a s e d  p r im a r i l y  o n  e a r n in g s  f ro m  f o re ig n  t r a d e .  T h is  s i tu a t io n  w a s  c o m p o u n d e d  b y  th e  e x is te n c e  o f  a  
l a r g e  n u m b e r  o f  e x t r a b u d g e ta r y  e x p e n s e s  o v e r  w h ic h  n o  c o n t r o l  w h a t s o e v e r  is  e x e r c is e d  a n d  b y  h e a v y  
s p e n d in g  b y  t h e  c iv il  s e rv ic e  a n d  t h e  s e c u r i ty  fo rc e s .
D i s b u r s e m e n t s  o f  c r e d i t s  g r a n t e d  b y  th e  I n t e r n a t i o n a l  M o n e ta ry  F u n d  w e r e  s u s p e n d e d  in  1984  
d u e  to  d e f a u l t s  in  t h e  f ie ld  o f  p u b l ic  f in a n c e s ,  a n d  a s  a  r e s u l t ,  t h e  f isc a l d e f ic it  s h r a n k  s ig n if ic a n t ly  in  
1985 . A s  a  p e r c e n t a g e  o f  t h e  p r o d u c t  i t  a m o u n te d  to  9 % ,  a s  a g a in s t  1 2 %  o r  m o r e  in  p r e v io u s  y e a r s .  
T h a t  i m p r o v e m e n t  r e s u l t e d  f ro m  a n  in c r e a s e  in  in c o m e  a n d  a  m a r k e d  s lo w d o w n  in  e x p e n d i tu r e .
N o m i n a l  c u r r e n t  in c o m e  r o s e  b y  2 3 %  (s e e  t a b le  15). R e v e n u e  f ro m  in d i r e c t  t a x a t i o n  in c r e a s e d  
d r a m a t ic a l ly  ( 4 2 % ) ,  o w in g  in  p a r t  to  a n  in c r e a s e  f ro m  7 %  to  1 0 %  in  t h e  s a le s  ta x  r a t e  a g r e e d  u p o n  a t 
t h e  e n d  o f  1 9 8 4 . A d d i t i o n a l  d u t ie s  o n  to b a c c o  a n d  a ir  t i c k e ts  a lso  h e lp e d  to  in c r e a s e  f isc a l in c o m e .8
8In  October 1985, a  new tax o f  US$20 on trips w ithin the Caribbean and US$30 on those made outside the subregion, 
was established.
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O n  t h e  o t h e r  h a n d ,  d i r e c t  ta x e s  g r e w  b y  9 %  a l th o u g h  th e y  s t i l l  a c c o u n te d  f o r  le s s  t h a n  1 5 %  o f  
to t a l  c e n t r a l  g o v e r n m e n t  in c o m e . I n  c o n t r a s t ,  t a x e s  o n  f o r e ig n  t r a d e  a g a in  d e c l in e d  ( - 2 % ) ,  o w in g  in  
p a r t  to  a  1 5 %  r e d u a i o n  in  e x p o r t  ta r i f f s  o n  c o ffe e  a n d  a  t a x  r e d u c t io n  a g re e d  u p o n  in  t h e  c a se  o f  
e s s e n t i a l  o i ls .  O n  t h e  o t h e r  h a n d ,  to t a l  e x p e n d i tu r e  e x p a n d e d  b y  l i t t l e  m o r e  t h a n  1 % , r e p r e s e n t i n g  a  
s ig n i f ic a n t  s lo w d o w n  a s  c o m p a r e d  w i t h  1984.
C u r r e n t  e x p e n d i t u r e  in c r e a s e d  b y  s l ig h t ly  m o r e  t h a n  1 .5% . P a y m e n t s  in  s a la r ie s  a n d  w a g e s  
w e n t  u p  b y  a lm o s t  1 0 % , w h i le  g o v e r n m e n t  p u r c h a s e s  r o s e  b y  n e a r ly  1 4 % . T h e  in c r e a s e  in  t h e  
d i s b u r s e m e n t s  m a d e  o n  a c c o u n t  o f  t h o s e  i t e m s  w a s  o f fs e t  b y  a  c o n t r a c t io n  in  e x t r a b u d g e ta r y  
e x p e n d i tu r e  ( - 4 .5 % ) ,  w h ic h  a m o u n te d  to  t h e  e q u iv a l e n t  o f  5 7 %  o f  a ll  c u r r e n t  e x p e n d i tu r e .  A s  f o r  
c a p i t a l  e x p e n d i t u r e ,  i t  fe ll  ( - 2 % )  f o r  t h e  t h i r d  c o n s e c u t iv e  y e a r ,  d e c l in in g  b y  a lm o s t  1 0 %  b e tw e e n  
1983 a n d  198 5 .
T a b le  15
H A I T I :  C E N T R A L  G O V E R N M E N T  IN C O M E  A N D  E X P E N D I T U R E
M illions o i: g o u rd es G ro w th  ra tes
1982 1983 1984 1985° 1982 1983 1984 1985°
1. C u r r e n t  in c o m e 763 846 914 1 124 15.6 10.9 8.0 23 .0
T ax  rev en u e 710 831 907 1 104 10.2 17.0 9.1 21.7
D irec t 135 128 141 154 16.4 -5.2 10.2 9.2
In d ire c t 321 354 453 644 28.9 10.3 28.0 42.2
O n  fo re ign  tra d e 254 349 313 306 -9.0 37.4 -10.3 -2.2
2 . C u r r e n t  e x p e n d i tu r e 1 600 1 648 1 775 1 803 40 .0 3.0 7.7 1.6
B udge ta ry  e x p e n d itu re 559 563 697 775 12.0 0.7 23.8 11.2
W ag es  and sa laries 393 399 449 493 18.3 1.5 12.5 9.8
O th e r  c u r re n t e x p e n d itu re 166 164 248 282 -0.6 -1.2 51.2 13.7
E x trab u d g e ta ry  e x p e n d itu re 1 041 1 085 1 0 7 8 1 0 2 8 61.6 4.2 -0.6 -4.6
3. C u r r e n t  sa v in g  (1-2) -837 -802 -861 -679
4. C a p ita l e x p e n d i tu r e 232 223 215 210 5.5 -3 .9 -3 .6 -2 .3
5. T o ta l  e x p e n d i tu r e  (2 + 4 ) 1 832 1 871 1 9 9 0 2  013 34.3 2.1 6.4 1.2
6. F isc a l d e f ic i t  (1-5)
7. D e f ic i t  f in a n c in g
-1 069 -1 025 -1 0 7 6 -889 51.8 -4.1 5.0 -17 .4
D o m e s tic  fin an c in g 381 277 572 218
C e n tra l B ank 206 106 417 189
O th e rs 175 171 155 29
E x te rn a l fin an c in g 172 151 159 34
D o n a tio n s 516 597 345 637
P e rc e n ta g e s
R a tio s
C u rre n t  sa v in g /c a p ita l 
e x p e n d itu re (360 .8 ) (359 .6) (400 .5) (323 .3)
Fiscal d e f ic it/to ta l e x p e n d itu re 58.4 54.8 54.1 44.2
T ax  re v e n u e /G D P 9.6 10.2 10.0 11.1
T o ta l e x p e n d i tu r e /G D P 24.7 23.0 21.0 20.3
Fiscal d e f ic i t /G D P 14.4 12.6 11.8 9.0
D o m e s tic  f in a n c in g /d e fic it 35.6 27.0 53.1 24.5
E x te rn a l f in a n c in g /d e fic it 16.1 14.7 14.8 3.8
D o n a tio n s /d e f ic i t 48.3 58.3 32.1 71.7




I n  s p i t e  o f  t h e  a b o v e , t h e  in c r e a s e  in  t h e  a m o u n t  o f  e x t e r n a l  a id  m a d e  i t  p o s s ib le  to  r e v iv e  s o m e  
p u b l ic  w o r k s  p r o je c t s  w h ic h  c o n t r ib u te d  to  t h e  d e v e lo p m e n t  o f  e c o n o m ic  a c tiv ity  a n d  h e lp e d  to  
a l le v ia te  u n e m p l o y m e n t  a t  le a s t  t e m p o r a r i l y .
F in a l ly ,  a f te r  f iv e  y e a r s  o f  n e g o t i a t i n g ,  t h e  f isca l a c t iv i t ie s  w r o n g ly  a s s ig n e d  to  t h e  T o b a c c o  a n d  
M a tc h e s  M o n o p o ly  w e r e  t a k e n  o v e r  b y  t h e  G e n e r a l  T a x  O ffice . S in c e  e a r ly  in  1 9 8 5 , t h e  m a r k e t i n g  o f  
e s s e n t ia l  p r o d u c t s ,  su c h  a s  c e m e n t ,  f lo u r  a n d  s u g a r ,  w h ic h  h a d  b e e n  h a n d le d  b y  t h e  M o n o p o ly  h a s  
b e e n  c a r r ie d  o u t  d ir e c t ly  b y  t h e i r  p r o d u c e r s ,  w i t h o u t  an y  in t e r m e d ia r y  w h a ts o e v e r .
O t h e r  a d m in i s t r a t i v e  c h a n g e s  w e r e  t h e  i n t r o d u c t io n  o f  c e r ta in  c u s to m s  r e f o r m s  a n d  th e  
a c h ie v e m e n t  o f  g r e a t e r  r a t io n a l i ty  in  t h e  m a n a g e m e n t  o f  v a r io u s  p u b l ic  e n t e r p r i s e s ,  in c lu d in g  
M i n o t e r i e  d 'H a i t i ,  t h e  f lo u r  c o m p a n y ,  a n d  T E L E C O , t h e  t e l e p h o n e  c o m p a n y , w h ic h ,  b y  in c r e a s in g  
t h e i r  p r ic e s  a n d  ta r i f f s  s l ig h t ly ,  m a n a g e d  to  t r e b l e  t h e i r  p r o f i t s .  T h e  P o r t  A u th o r i ty  a lso  a c h ie v e d  
s a t is f a c to ry  r e s u l t s .
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H O N D U R A S
1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
I n  1 9 8 5 , f o r  t h e  s e c o n d  c o n s e c u t iv e  y e a r ,  t h e  H o n d u r a n  e c o n o m y  s h o w e d  m o d e r a t e  g r o w th  o f  its  
g r o s s  d o m e s t ic  p r o d u c t ,  w h ic h  in c r e a s e d  b y  1.6%  w i th  r e s p e c t  to  t h e  p r e c e d in g  y e a r .  S u c h  a n  in c r e a s e  
w a s  in s u f f ic ie n t  c o m p a r e d  w i th  t h e  r a t e  o f  p o p u l a t i o n  g r o w th  ( 3 .4 % ) ,  h o w e v e r ,  a n d  th i s  le d  to  a  n e w  
d e t e r i o r a t i o n  in  t h e  p e r  c a p i t a  p r o d u c t ,  w h ic h  s h r a n k  to  t h e  le v e l  r e a c h e d  in  1976. ' T h e  g r o s s  n a t io n a l  
in c o m e ,  fo r i t s  p a r t ,  v i r tu a l ly  s t a g n a t e d  ( s e e  t a b le  1 a n d  f ig u re  1).
U n e m p l o y m e n t  g o t  w o r s e  a n d  b e c a m e  o n e  o f  t h e  m o s t  u r g e n t  a n d  c ru c ia l  p r o b le m s  fa c in g  th e  
c o u n try .  T h e  r a t e  o f  in f la t io n  c o n t in u e d  to  d e c r e a s e ,  y e t  r e a l  w a g e s  e x p e r ie n c e d  a  n e w  r e d u c t io n .  T h e  
f in a n c ia l ,  fisca l a n d  b a la n c e - o f - p a y m e n ts  im b a la n c e s  r e m a in e d  a t  h ig h  le v e ls ,  a l t h o u g h  t h e  l a t t e r  
s h o w e d  a  s l ig h t  i m p r o v e m e n t .
A m o n g  t h e  m a in  f a c to r s  w h ic h  f a v o u ra b ly  in f lu e n c e d  th e  e v o lu t io n  o f  t h e  e c o n o m y  in  1 9 8 5 , 
m e n t i o n  s h o u ld  b e  m a d e ,  in  t h e  f i r s t  p la c e ,  o f  t h e  p e r f o r m a n c e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s ,  w h o s e  
v o lu m e  in c r e a s e d  b y  o v e r  8 %  d u e  la rg e ly  to  b ig g e r  s a le s  o f  b a n a n a s  a n d  c o ffe e  a n d , to  a  le s s e r  e x te n t ,  
t h o s e  o f  s u g a r ,  m e e t  a n d  m e ta ls .  S e c o n d ly , t h e r e  c o n t in u e d  to  b e  a  s ig n if ic a n t  f lo w  o f  l o n g - te r m  
e x te r n a l  f i n a n c in g  o n  c o n c e s s io n a r y  t e r m s  a n d  o f  u n r e q u i t e d  o ff ic ia l t r a n s f e r  p a y m e n t s  f ro m  b i la te r a l  
so u rc e s . T h e  l a t t e r  c a m e  to  r e p r e s e n t  a  s u m  e q u iv a le n t  to  3 0 %  o f  t h e  b a la n c e  b a la n c e - o f -p a y m e n ts  
c u r r e n t  a c c o u n t  d e f ic i t .2 T h u s ,  f o r e ig n  e x c h a n g e  e a r n in g s  f ro m  e x p o r t s  w e r e  s t r e n g t h e n e d  a n d , 
a l t h o u g h  f a c to r  s e rv ic e  p a y m e n t s  g r e w  o n c e  a g a in ,  i t  w a s  p o s s ib le  to  f in a n c e  a n  in c r e a s e  in  i m p o r t s  o f  
g o o d s  a n d  s e rv ic e s .
T h i r d ly ,  o n  th e  p r o d u c t io n  s id e , s e rv ic e s  s h o w e d  g r e a t e r  d y n a m is m  a n d  a g r ic u l tu r e  g r e w  o n c e  
a g a in ,  a l th o u g h  a t  a  lo w e r  r a te .  T h e  e n t r y  in to  o p e r a t i o n  o f  t h e  " E l C a jó n "  h y d r o e le c t r i c  p o w e r  s t a t i o n  
le d  to  a n  in c r e a s e  in  b a s ic  e le c tr ic i ty  s e rv ic e s ,  c o n s id e ra b ly  e x p a n d in g  th e  c o u n t r y 's  e n e r g y  p o t e n t i a l  
b y  m o r e  t h a n  t r e b l in g  t h e  e le c tr ic i ty  g e n e r a t i o n  c a p a c ity .
A g r i c u l tu r a l  p r o d u c t io n  g r e w  m a in ly  o n  a c c o u n t  o f  t h e  s u s ta in e d  in c r e a s e  in  b a n a n a  o u tp u t  
a f te r  t h e  1983 lo s s e s  c a u s e d  b y  b a d  w e a th e r ,  t h e  t e m p o r a r y  f isc a l e x e m p t i o n s  g r a n t e d  fo r  e x p o r t  
p r o m o t i o n ,  a n d  t h e  f a v o u ra b le  t r e n d  in  i n t e r n a t io n a l  p r ic e s .  A l th o u g h  c o ffe e  c o n t in u e d  to  su ffe r  f ro m  
t h e  e f fe c ts  o f  p e s t s  a n d  d is e a s e s ,  i t  to o  r e g i s t e r e d  im p r o v e d  p r o d u c t io n  d u e  to  t h e  r e h a b i l i t a t io n  o f  
s o m e  g r o w in g  a r e a s  a n d  t h e  c y c lic  r e c o v e ry  o f  h a r v e s t s .
F o u r th ly ,  p r i v a t e  i n v e s tm e n t  r e v e r s e d  i ts  t r e n d  a n d  s h o w e d  a s l ig h t  u p t u r n  r e l a t e d  to  t h e  n e e d  
to  r e p l e n i s h  s to c k s  — e s p e c ia l ly  in  c o m m e r c e —  a n d  to  r e n e w  p a r t  o f  t h e  m a c h in e r y  a n d  e q u ip m e n t ,  
p a r t i c u la r ly  in  in d u s try .
F i f th ly ,  t h e  S ta te  p o lic y  o f  f isc a l in c e n t iv e s  a n d  o f  f le x ib il i ty  to  im p o r t  a n d  c r e d i t  c o n t r o l s  
e n c o u r a g e d  a n  u p t u r n  in  i n v e s tm e n t  a n d  r e d u c e d  t h e  c o s t  o f  c e r ta in  e x p o r t  p r o d u c t s .
T h e  s ix th  f a c to r ,  w h ic h  s e rv e d  to  f o s te r  d o m e s t ic  d e m a n d  d u r in g  t h e  y e a r ,  w a s  t h e  in c r e a s e  in  
c e n t r a l  g o v e r n m e n t  c o n s u m p t io n  ( 4 .3 % )  d u e  to  t h e  g r e a t e r  e x p e n d i tu r e  o n  e d u c a t io n ,  o n  e le c to r a l  
a c t iv i t ie s ,  a n d  o n  h e a l t h ,  a s  w e l l  a s  o n  d e fe n c e  a n d  p u b l ic  se c u rity .
O n  t h e  o t h e r  h a n d  a  s e r ie s  o f  a d v e r s e  e l e m e n t s  im p a i r e d  t h e  d y n a m is m  o f  t h e  a b o v e  fa v o u ra b le  
f a c to rs .  I n  t h e  f i r s t  p la c e ,  in  t h e  e x t e r n a l  s e c to r ,  t h e  t e r m s  o f  t r a d e  in d e x  a g a in  d e t e r io r a t e d ,  m a k in g  a  
c u m u la t iv e  lo s s  s in c e  1977 o f  a lm o s t  3 0 % . T h is  in d ic a to r  c a u s e d  a  s la c k e n in g  o f  e x p o r t  p r o d u c t io n  o n  
a c c o u n t  o f  t h e  in c r e a s e  in  c o s ts  a n d  t h e  r e d u c t io n  in  e x p o r t  sa le s . I n  a d d i t io n ,  t h e  p e r s i s t e n c e  o f  th e
' It should be noted that the growth of the Honduran economy was not only greater than that of the rest of the Central American 
countries but was even higher than the Latin American average, except for Brazil and Cuba.
2 In 1985, the total subsidized credits and grants supplied by the United States amounted to US$282 million, 78% of which was economic 
aid and the remainder military aid Disbursed direct balance of payments support came to US$90 million (24% of the deficit on current account). 
Ir should be noted that the degrees of "conditionality" of this aid have tended to increase, affecting not only the economic policy area, but also 
other domestic activities.
381
p r o t e c t io n i s t  p o l ic ie s  a d o p te d  b y  so m e  d e v e lo p e d  c o u n t r ie s  led  to  a  d r o p  in  d e m a n d ,  a s  in  th e  case  o f  
su g a r . E x te r n a l  sa le s  to  C e n tr a l  A m e r ic a  d r a s t ic a l ly  c o n t r a c te d  a g a in ,  so  th a t  th e y  r e p r e s e n te d  le ss  
t h a n  4 %  o f  to ta l  s a le s  in  1 9 8 5 , c o m p a r e d  w i th  a lm o s t  1 2 %  in  1 9 7 5 . T h is  p h e n o m e n o n  w a s  d u e ,  o n  
th e  o n e  h a n d ,  to  a  lo ss  o f  c o m p e t i t iv e n e s s  o f  H o n d u r a n  p r o d u c t s ,  w h ic h  w a s  m a d e  w o r s e  b y  th e  
a p p r e c i a t i o n  o f  th e  l e m p i r a  in  r e l a t i o n  to  th e  o th e r  C e n tr a l  A m e r ic a n  c u r r e n c ie s ;  o n  th e  o th e r  h a n d ,  
to  t h e  p r o b le m s  faced  b y  th e  r e g io n  in  p a y in g  e x te r n a l  c o m m i t m e n t s ;  a n d  la s t  b u t  n o t  le a s t ,  to  th e  fall 
in  d o m e s t ic  d e m a n d  in  s o m e  C e n tr a l  A m e r ic a n  t r a d in g  p a r tn e r s .  L ik e w is e ,  d e b t  s e rv ic in g  c o n t in u e d  
to  im p o s e  a  h e a v y  b u r d e n  o n  th e  su p p ly  o f  f o re ig n  e x c h a n g e ,  to  su c h  a n  e x te n t  t h a t  i t  c a m e  to  
r e p r e s e n t  a b o u t  5 0 %  o f  th e  b a la n c e - o f -p a y m e n ts  c u r r e n t  a c c o u n t d efic it.
T ab le  1
H O N D U R A S :  M A IN  E C O N O M IC  IN D IC A T O R S
1979 1980 1981 1982 1983 1984 1985°
id e x e s  (1980 = 100)
B a sic  e c o n o m ic  in d ic a to r s
G ro ss  d o m e s tic  p ro d u c t a t m a rk e t p rices 94.5 100.0 100.7 100.1 98.9 101.5 103.1
G ro ss  n a tio n a l incom e 98.8 100.0 96.9 97.9 96.5 100.6 100.7
P o p u la tio n  ( th o u sa n d s  o f  in h a b ita n ts ) 3 564 3 691 3 821 3 955 4  092 4  231 4  372
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t 97.8 100.0 97.3 93.4 89.2 88.6 87.0
G ro w th  ra te s
S h o r t- ru n  e c o n o m ic  in d ic a to r s  
G ro ss  d o m es tic  p ro d u c t £5.8 3.3 0.7 -0.6 -1.2 2 .6 1.6
P e r  cap ita  g ro ss d o m es tic  p ro d u c t £5.5 2 .2 -2.7 -4.0 -4.5 -0.7 -1.8
G ro ss  na tio n a l incom e 1.9 1.2 -3.1 1.0 -1.4 4 .3 0.1
R a te  o f  u n e m p lo y m e n t 
C o n su m e r  p rices
8 .8 9 .0 9.2 9.5 10.7 11.7
D ece m b e r to  D ece m b e r 22.5 11.5 9.2 8 .8 7 .8 3 .7 4 .2
V a ria tio n  b e tw een  annual av erages 
R eal w ag es and  sa laries
12.1 18.1 9.4 9.0 8.3 4 .7 3 .4
A g ric u ltu re 34 .0 0 .7 16.5 3 .0 -7.7 -4.5 -3.3
M a n u fac tu rin g 11.5 -8 .3 5 .0 -0.5 -7.7 -4.5 -3.3
M oney 14.9 10.8 4 .4 10.7 14.3 <1.1 1.8
C u rre n t incom e o f  g o v e rn m e n t 16.7 20.1 -2.3 3 .9 1 5 22.3 14.8
T o ta l g o v e rn m e n t e x p e n d itu re 8.3 38.7 0.2 25.5 -0.1 25.5 4 .9
Fiscal d e f ic it/to ta l g o v e rn m e n t ex p e n d itu re s* 3 0 .7 40.0 41.4 51.6 50.9 52.2 47.7
Fiscal d e f ic it/g ro s s  d o m es tic  p ro d u c t 
C u rre n t value o f  e x p o rts  o f  goods
(5.4 10.1 9.9 14.8 13.8 16.6 15.0
and serv ices 22.0 12.3 -6.2 -13.2 3 .9 9 .9 7.1
C u rre n t va lue  o f  im p o rts  o f  goods 
and serv ices 19.8 21.1 -5.8 -22.4 11.4 10.6 12.4
T e rm s o f  tra d e  (goods and se rv ices) -10.1 -5.1 -10.5 3 .6 -0.2 5 .0 -3.9
M ill io n s  o f  d o lla rs
C. E x te rn a l se c to r
T ra d e  balance (goods and se rv ices) -92 -185 -177 -56 -120 -139 -203
N e t  p a y m e n ts  o f  p ro fits  and  in te re s t 120 -154 -153 -202 -149 -184 -188
B a lance  on  c u rre n t account 205 -331 -321 -249 -260 -311 -378
B alance  o n  cap ita l account 2 2 5 253 2 4 9 203 213 301 3 8 9
V a ria tio n  in  g ro ss in te rn a tio n a l rese rv es 25 -13 -6 9 -53 -39 -7 11
E x te rn a l d e b tr 1 008 1 388 1 588 1 748 1 543 2  159 2  392
Source: liCLAC, on the basis of official figures.
"Preliminary figures. * Percent ages. ’Total medium- and long-term external debt.
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HONDURAS
S e c o n d ly , p u b l ic  i n v e s tm e n t ,  w h ic h  w a s  a  m a jo r  so u rc e  o f  d y n a m is m  d u r in g  th e  p r e c e d in g  y e a r ,  
su f fe re d  a  d r a s t i c  c o n t r a c t io n  d u e  to  t h e  c o m p le t io n  o f  t h e  "E l C a jó n "  h y d r o e le c t r i c  p r o j e c t .5 
H o w e v e r ,  t h e  in c r e a s e  in  i n v e s tm e n t  b y  t h e  c e n t r a l  g o v e r n m e n t ,  m a in ly  o n  r o a d  in f r a s t r u c tu r e ,  
h e a l t h  a n d  c o m m u n ic a t io n s ,  h e lp e d  to  s o f te n  t h e  fa ll  in  p u b l ic  in v e s tm e n t .
T h ir d ly ,  d o m e s t ic  p r o d u c t io n  s h o w e d  a  n e g a t iv e  t r e n d  in  t h e  c a s e  o f  m a n u f a c tu r in g ,  c o n s t r u c ­
t i o n  a n d  b a s ic  g r a in s .  In  in d u s t r y ,  a  s e r ie s  o f  f a c to r s  h a v e  in te r a c te d  to  f a v o u r  a  w e a k e n in g  o f  t h e  
s e c to r  d u r in g  t h e  la s t  f iv e  y e a r s .  A m o n g  th e s e  f a c to r s ,  i t  i s  w o r t h  m e n t i o n i n g  th e  d e t e r i o r a t i o n  in  
in s t a l l e d  c a p a c ity ,  t h e  h e a v y  f in a n c ia l  b u r d e n  s u s ta in e d  b y  a  la rg e  n u m b e r  o f  e n t e r p r i s e s  — m a in ly  
t h o s e  w h ic h  r e c e iv e d  f in a n c ia l  s u p p o r t  f ro m  t h e  N a t i o n a l  I n v e s t m e n t  C o r p o r a t io n  (CO N A D I)—  a n d  
r e s t r i c t i o n  o n  i m p o r t s  o f  i n p u t s  a n d  c a p i ta l  g o o d s . I n  1 9 8 5 , t h e  c u m u la t iv e  e ffe c ts  o f  t h e  p r e v io u s  
p r o b l e m s ,  w e r e  a g g r a v a te d  b y  t h e  a lr e a d y  m e n t io n e d  c o n t r a c t io n  in  C e n tr a l  A m e r ic a n  a n d  d o m e s t ic  
d e m a n d ;  in  t h e  l a t t e r  c a s e  t h e  p h e n o m e n o n  p a r t i c u la r ly  a ffe c te d  th e  c e m e n t  in d u s try .  C o n s t r u c t io n  
s h r a n k  a s  a  r e s u l t  o f  a  d e c r e a s e  in  p u b l ic  i n v e s tm e n t  a n d , sp e c if ic a lly , o f  t h e  c o m p le t io n  o f  t h e  "E l 
C a jó n "  p r o je c t .  A s  r e g a r d s  t h e g r o w i n g o f  b a s ic  g r a in s ,  t h e  v a r io u s  p r e - e x i s t i n g  p r o b le m s  in  t h e  a re a s  
o f  p r o d u c t io n  a n d  m a r k e t i n g  w e r e  c o m p o u n d e d  b y  p o o r  w e a t h e r  c o n d i t io n s  a n d  a  lo w e r  su p p ly  o f  
f in a n c e  f ro m  t h e  m a in  s o u r c e s  o f  i n s t i t u t i o n a l  c r e d i t  d u r in g  t h e  y e a r ,  le a d in g  to  a  d e c l in e  in  h a r v e s t s .
F o u r th ly ,  a n d  p a r t i c u la r ly  in  1 9 8 5 , c e r ta in  d o m e s t ic  a n d  e x t e r n a l  so c ia l a n d  p o l i t ic a l  t e n s io n s  
c o n t in u e d  to  p r e v a i l ,  t h e  l a t t e r  in  c o n n e c t io n  w i th  r e l a t i o n s  w i th  N ic a r a g u a .  A ll  th e s e  t e n s io n s  
p r o m p t e d  u n c e r ta in ly  a m o n g  t h e  p r i v a t e  a g e n t s ,  w i th  n e g a t iv e  e f fe c ts  o n  in v e s tm e n t  a n d  d o m e s t ic  
s a v in g s .  T h e  p r e s i d e n t i a l  s u c c e s s io n  a ls o  g a v e  r i s e  to  t e n s io n s  w i t h i n  t h e  S ta te ,4 in  a d d i t io n  to  w h ic h  
t h e r e  w e r e  d e m o n s t r a t i o n s  o f  so c ia l  u n r e s t  t h r o u g h o u t  t h e  y e a r ,  su c h  a s  s t r ik e s  b y  p h y s ic ia n s ,  r e f in e ry  
w o r k e r s  a n d  t r u c k e r s ;  la n d  ta k e - o v e r s  b y  p e a s a n t s  b e fo re  t h e  s o w in g  s e a s o n ;  p r e s s u r e s  b y  co ffe e  
g r o w e r s  f o r  t h e  a l l e v ia t io n  o f  t h e  s i tu a t io n  p r e v a i l i n g  in  t h e  c o u n t r y 's  s o u th e a s t  f r o n t i e r  d e p a r t m e n t s ,  
a n d  d e m a n d s  fo r  s e t t l i n g  t h e  f in a n c ia l  b u r d e n  o f  t h e  c o ffe e  s e c to r . T h e  m i l i ta ry  e x e r c is e s  c a r r ie d  o u t  
jo in t l y  w i th  A m e r i c a n  fo rc e s  a ls o  c a u s e d  a  c e r t a in  d i s c o n te n t  in  t h e  p o p u la t io n .
S in c e  t h e  b e g in n in g  o f  t h e  1 9 8 0 s , v a r io u s  e c o n o m ic  a n d  n o n - e c o n o m ic  fa c to r s  h a v e  c a u s e d  
s e r io u s  f in a n c ia l  im b a la n c e s  in  t h e  f isc a l a n d  e x t e r n a l  a re a s . I n  1 9 8 5 , t h e s e  im b a la n c e s  c o n t in u e d  to  b e  
s u b s ta n t i a l .  T h e  in c r e a s in g  f a c to r  s e rv ic e s  w e r e  o n c e  a g a in  a  b u r d e n  o n  th e  c u r r e n t  a c c o u n t  b a la n c e ,  
r a i s in g  t h e  d e f ic i t  o n  t h i s  to  a n  a b s o lu te  le v e l ,  u n p r e c e d e n te d  in  t h e  la s t  t e n  y e a r s ,  o f  t h e  e q u iv a le n t  o f  
11 %  o f  th e  g r o s s  d o m e s t ic  p r o d u c t .  I t  w a s  p o s s ib le  to  f in a n c e  th i s  d e f ic i t  t h a n k s  to  t h e  l a r g e  in f lo w  o f  
o ff ic ia l t r a n s f e r s ,  m a in ly  f ro m  t h e  U n i t e d  S ta te s  G o v e r n m e n t ;  to  d i s b u r s e m e n t s  o f  lo a n s  c o n t r a c te d  
b y  th e  C e n tr a l  B a n k  o f  H o n d u r a s  w i th  m u l t i l a t e r a l  f in a n c ia l  so u rc e s , a n d  to  t h e  u s e  o f  e x te r n a l  
r e s o u r c e s  b y  t h e  b a n k in g  s e c to r . H o w e v e r ,  a r r e a r s  o f  p a y m e n t s  o n  th e  s e rv ic e  o f  t h e  e x t e r n a l  d e b t  
w i th  c o m m e r c ia l  b a n k s  c o n t in u e d  to  in c r e a s e .  B y  t h e  la s t  q u a r te r  o f  t h e  y e a r ,  a  c e r ta in  e x t e r n a l  
i l l iq u id i ty  w a s  to  b e  p e r c e iv e d  a n d  t h e r e  c o n t in u e d  to  b e  a n  u n o ff ic ia l  p a r a l l e l  f o r e ig n  e x c h a n g e  
m a r k e t ,  e n la r g e d  b y  th e  p r o c e e d s  o f  s a le s  to  C e n t r a l  A m e r ic a .
T h e  im b a la n c e  in  t h e  p u b l ic  f in a n c e s  h a s  b e e n  o n e  o f  t h e  m a in  p r o b le m s  o f  t h e  H o n d u r a n  
e c o n o m y  d u r in g  t h e  la s t  s ix  y e a r s .  I n  1 9 8 5 , t h e  c u tb a c k  in  c a p i ta l  e x p e n d i tu r e  b y  t h e  c e n t r a l  
g o v e r n m e n t  — d u e  to  a  r e d u c t io n  in  t r a n s f e r s  to  d e c e n t r a l i z e d  in s t i t u t i o n s ,  m a in ly  t h e  N a t i o n a l  
E le c t r i c  E n e rg y  C o r p o r a t io n —  re d u c e d  t h e  l a r g e  f isc a l d e f ic i t  f ro m  t h e  1984  le v e l  o f  1 6 .6 %  o f  th e  
g r o s s  d o m e s t ic  p r o d u c t  to  1 5 % .
E c o n o m ic  p o lic y  d u r in g  t h e  y e a r  w a s  m a in ly  d i r e c te d  to w a r d s  f u r th e r in g  p r i v a t e  e n t e r p r i s e  so  
t h a t  i t  c o u ld  p la y  a  m o r e  s ig n i f ic a n t  r o le  in  t h e  r e a c t iv a t io n  o f  t h e  e c o n o m y  in  v ie w  o f  t h e  p l a n n e d  
r e d u c t io n  in  p u b l ic  i n v e s tm e n t .
E x p o r t  p r o m o t i o n  w a s  e s s e n t ia l ly  b a s e d  o n  f isc a l m e a s u re s .  T h u s  d u r in g  t h e  y e a r  D e c r e e  N o .  37  
o n  th e  s y s te m  o f  t e m p o r a r y  i m p o r t a t i o n  w a s  p u t  in to  e ffe c t in  o r d e r  to  f a v o u r  t h e  s u b c o n t r a c t in g  
in d u s t r y  b y  r e m o v in g  a ll ta x e s  o n  i m p o r t e d  i n p u t s  f o r  t h e  m a n u f a c tu r e  o f  i t e m s  to  b e  e x p o r t e d  to  
c o u n t r i e s  o u t s id e  t h e  C e n t r a l  A m e r ic a n  r e g io n .  I n  a d d i t io n ,  t h e  t a x  r a te  o n  b a n a n a  e x p o r t s  w a s  
r e d u c e d ,  a n d  o n e  e n t e r p r i s e  w a s  b e n e f i te d  w i th  t h e  t e m p o r a r y  d e f e r m e n t  o f  p a y in g  e x p o r t  ta x .
J This project, involving total investments of 1.3 billion lempiras, was during the period 1981-1984 a major factor in offsetting the 
sustained decline in gross domestic private capital formation.
4 In April and May a showdown took place between the National Congress and the Executive, which was later settled through the 
mediation of various sectors, mainly from the labour area; in October, some members of the Congress proposed an amendment to the 
Constitution allowing the extension of the presidential term, giving rise to vigorous protests by the majority of the opposition sectors.
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Figure 1
HONDURAS: MAIN ECONOMIC INDICATORS
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F u r t h e r m o r e ,  e x e m p t i o n s  w e r e  g r a n t e d  in  r e s p e c t  o f  t h e  p a y m e n t  o f  t h e  g e n e r a l  s a le s  t a x  a n d  o f  
c u s to m s  d u t ie s  o n  i m p o r t s  o f  m a c h in e r y  a n d  e q u ip m e n t  f o r  in d u s t r y ,  a n d  to w a r d s  t h e  e n d  o f  1985 th e  
v a l id i ty  o f  t h e  I n d u s t r i a l  P r o m o t i o n  L a w  a n d  o f  th e  C e n tr a l  A m e r ic a n  A g r e e m e n t  o n  F is c a l  I n c e n t iv e s  
to  D e v e l o p m e n t  w a s  e x te n d e d  fo r  a n o th e r  y e a r ,  b e c a u s e  t h e  r e v ie w  o f  t h e  t a r i f f  s y s te m  h a d  n o t  y e t  
b e e n  c o m p le te d .
A l th o u g h  th e r e  w e r e  n o  c h a n g e s  in  t a x  p o lic y  d u r in g  t h e  y e a r ,  t h o s e  m a d e  in  1984  h a d  
s ig n i f ic a n t  r e s u l t s  f o r  t a x  r e v e n u e  in  1 9 8 5 .5 T h u s ,  a c c o rd in g  to  o ffic ia l e s t im a te s  1 0 %  o f  t h e  to t a l  t a x  
r e v e n u e  w a s  o b ta in e d  a s  a  r e s u l t  o f  a p p ly in g  th e s e  m e a s u re s .
O n e  o f  t h e  i t e m s  o f  e c o n o m ic  p o lic y  in  1985 w a s  t h e  d e c is io n  to  i m p l e m e n t  a  p r o g r a m m e  o f  
p u t t i n g  in to  p r i v a t e  o w n e r s h i p  e n t e r p r i s e s  a n d  o th e r  a s s e ts  o w n e d  b y  t h e  p u b l ic  s e c to r .  T o  th i s  e ffe c t, 
t h e  N a t i o n a l  C o n g r e s s  d e c r e e d  t h a t  t h e  N a t i o n a l  I n v e s t m e n t  C o r p o r a t io n  (CONADI) s h o u ld  c a r ry  o u t  
a  p l a n  to  t r a n s f e r  i ts  e n t e r p r i s e s  a n d  o th e r  in v e s tm e n t s ,  a n d  i t  e m p o w e r e d  o t h e r  d e c e n t r a l i z e d  
in s t i t u t i o n s  s u c h  a s  t h e  H o n d u r a n  F o r e s t r y  D e v e l o p m e n t  C o r p o r a t io n  (COHDEFOR), t h e  H o n d u r a n
' See ECLAC, "Honduras", Economic Survey of Latin America and the Caribbean, 1984, Santiago, Chile, LC/G. 1398, United Nations 
publication, Sales No: E.86.II.G.2.
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B a n a n a  C o r p o r a t i o n  a n d  th e  N a t i o n a l  B a n k  f o r  A g r ic u l tu r a l  D e v e lo p m e n t  to  d o  t h e  s a m e . A ls o  in  
O c to b e r  t h e  N a t i o n a l  H o u s in g  F in a n c e  A g e n c y  w a s  d is s o lv e d  a n d  r e p la c e d  b y  th e  H o u s in g  F u n d , 
m a n a g e d  a s  a  t r u s t  fu n d  b y  t h e  C e n tr a l  B a n k  o f  H o n d u r a s .
T h e  m o n e ta r y  p o l ic y  w a s  d i r e c te d  to w a r d s  r e d u c in g  t h e  in c r e a s e  in  n e t  f in a n c in g  g r a n t e d  b y  th e  
b a n k in g  s y s te m  to  t h e  p u b l ic  s e c to r ,  w h i le  in c r e a s in g  th e  l in e s  o f  c r e d i t  g r a n t e d  b y  t h e  C e n t r a l  B a n k  to  
t h e  b a n k in g  s y s te m ;  t h e  b a n k  r e s e r v e  r e q u i r e m e n t s  w e r e  r e d u c e d  f o r  i n s t i t u t i o n s  h o ld in g  7 0 %  o f  
t h e i r  p o r t f o l i o s  in  c r e d i t s  f o r  c r o p  f a r m in g  a n d  s to c k  r a i s in g ;  t h e  i n t e r e s t  r a t e  o n  r e d i s c o u n ts  f o r  b a s ic  
g r a in s  w a s  r e d u c e d  b y  o n e  p o in t ;  a n d  in t e r e s t  r a te s  o n  lo a n s  a n d  d e p o s i t s  w e r e  k e p t  a t  t h e  s a m e  le v e l 
a s  in  t h e  p r e c e d in g  y e a r ,  g iv in g  r i s e  to  a n  in c r e a s e  in  r e a l  r a te s .
O n  t h e  o t h e r  h a n d ,  t h e  p o lic y  o f  d o m e s t ic  b o r r o w i n g  f a v o u re d  th e  e s t a b l i s h m e n t  o f  a  b o n d  
m a r k e t  b a s e d  o n  th e  n o n - f in a n c ia l  p r i v a t e  s e c to r  a n d  a im e d  a t  r e d u c in g  t h e  p r e s s u r e  o n  t h e  b a n k in g  
s y s te m .
I n  M a y , t h e  C e n tr a l  B a n k  d e c id e d  to  i m p l e m e n t  a  m o r e  f le x ib le  e x c h a n g e  p o lic y  a n d  a u th o r iz e d  
e x p o r t e r s  to  r e t a i n  f o r e ig n  e x c h a n g e  f ro m  t r a n s a c t io n s  w i th  o t h e r  C e n tr a l  A m e r ic a n  c o u n t r i e s  in  
o r d e r  to  p a y  f o r  t h e i r  o w n  i m p o r t s  f ro m  th e  r e g io n ,  to  se l l  i t  to  im p o r t e r s ,  o r  to  c h a n g e  i t  in to  
l e m p i r a s  a t  t h e  f r e e  e x c h a n g e  r a te .
F in a l ly ,  n o  n e g o t i a t i o n s  w e r e  h e ld  w i th  t h e  I n t e r n a t i o n a l  M o n e ta ry  F u n d  d u r in g  th e  y e a r s  
w h ic h  m i g h t  h a v e  le d  to  a  n e w  a g r e e m e n t  in  s u p p o r t  o f  t h e  a d ju s tm e n t  a n d  r e a c t iv a t io n  p r o g r a m m e  
f u r th e r e d  b y  t h e  g o v e r n m e n t .  H o w e v e r ,  t h e  p r o c e s s  o f  r e n e g o t i a t i o n  o f  t h e  e x t e r n a l  d e b t  c o n t in u e d  
a n d  g a v e  r i s e  in  J u n e  1985 to  t h e  p r o p o s a l  b y  th e  c r e d i to r  b a n k s  o f  a  d ra f t  r e f in a n c in g  a g r e e m e n t .  
A l th o u g h  th i s  w a s  n o t  s ig n e d ,  t h e  n e g o t i a t i o n s  g a v e  t h e  c o u n t r y  a  de facto  m o r a t o r i u m  o n  i ts  
a m o r t i z a t i o n  p a y m e n t s  o n  t h e  d e b t  p r in c ip a l  w h ic h  r e p r e s e n t e d  r e l i e f  o f  U S $ 1 5 0  m i l l io n  fo r  t h e  
b a la n c e  o f  p a y m e n t s .  M o r e o v e r ,  t h e  s a m e  t e r m s  a g r e e d  in  t h e  o r ig in a l  c o n t r a c t s  w e r e  m a in t a in e d ,  
r e p r e s e n t i n g  s a v in g s  o n  i n t e r e s t  p a y m e n ts .
In  b r ie f ,  t h e  H o n d u r a n  e c o n o m y  w a s  m a r k e d  in  1985  b y  a  m o d e r a t e  im p r o v e m e n t  in  its  
p e r f o r m a n c e  r e f le c te d  in  t h e  g r o w th  o f  t h e  p r o d u c t ;  in  in c r e a s e d  e x p o r t s  a n d  im p o r t s ;  in  a  s l ig h t  
c h a n g e  in  t h e  t r e n d  o f  p r i v a t e  i n v e s tm e n t ,  a n d  in  a  r e d u c t io n  o f  t h e  r a te  o f  in f la t io n .  H o w e v e r ,  
f in a n c ia l  im b a la n c e s  p e r s i s t e d  a n d  w e r e  o n ly  o v e r c o m e  t h a n k s  to  a  s ig n i f ic a n t  f lo w  o f  e x t e r n a l  c a p i ta l .  
I n  a d d i t io n ,  t h e  a lr e a d y  h ig h  u n e m p l o y m e n t  le v e l  in c r e a s e d  a g a in ;  t h e  a g r ic u l tu r a l  a n d  in d u s t r ia l  
p r o d u c t io n  s y s te m  s h o w e d  s ig n s ,o f  w e a k e n in g ,  a n d  p u b l ic  i n v e s tm e n t ,  r e a l  in c o m e  a n d  p e r  c a p i ta  
p r i v a t e  c o n s u m p t i o n  a ls o  d e c re a s e d .  A ll  th i s  to o k  p la c e  a g a in s t  a  b a c k g r o u n d  o f  d o m e s t ic  a n d  e x te r n a l  
p o l i t i c a l  t e n s io n s .  2
2 . T r e n d s  in  e c o n o m i c  a c t iv i ty
a )  Total supply and demand
A f te r  t h e  fa l l  r e c o r d e d  in  198 2  a n d  1 9 8 3 , t h e  g r o s s  d o m e s t ic  p r o d u c t  e x p e r ie n c e d  a  re c o v e ry  in  
198 4  a n d  1 9 8 5 . H o w e v e r ,  g r o w th  in  1985  ( 1 .6 % )  w a s  n o t  w id e s p r e a d  a m o n g  a ll s e c to rs :  t h a t  o f  
s e rv ic e s  i n c r e a s e d ,  b u t  t h e  g o o d s - p r o d u c in g  s e c to r s  c o n t in u e d  to  s t a g n a te ,  a n d  m o r e o v e r ,  t h e r e  w a s  a 
f u r th e r  r e d u c t io n  in  t h e  r e a l  p e r  c a p i ta  p r o d u c t ,  w h ic h  b r o u g h t  i t  d o w n  to  a  le v e l  s im i la r  to  t h a t  
r e a c h e d  n i n e  y e a r s  b e fo re . T h e  v o lu m e  o f  i m p o r t s  o f  g o o d s  a n d  s e rv ic e s  c o n t in u e d  to  in c r e a s e  ( 9 % ) ,  
a l t h o u g h  s o m e w h a t  s lo w e r  t h a n  in  t h e  p r e c e d in g  y e a r .  N o t w i t h s t a n d i n g  its  s u s ta in e d  in c r e a s e  in  t h e  
la s t  t h r e e  y e a r s ,  h o w e v e r ,  t h e  v o lu m e  o f  i m p o r t s  s t i l l  fa i le d  to  r e c o v e r  i t s  19 8 0  le v e l  ( s e e  ta b le  2 ).
A s  r e g a r d s  to t a l  d e m a n d ,  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  w e n t  u p  s ig n if ic a n t ly  ( 8 .4 % )  a n d  
b e c a m e  t h e  m a in  v a r i a b l e  r e s p o n s ib l e  fo r  e c o n o m ic  g r o w th ,  s in c e  t h e i r  s h a r e  w i th  r e s p e c t  to  t h e  
p r o d u c t  r e a c h e d  a lm o s t  3 8 % .  T h is  w a s  la rg e ly  d u e  to  a n  in c r e a s e  in  t h e  e x p o r t  v o lu m e s  o f  b a n a n a s ,  
s u g a r ,  m e a t  a n d , to  a  le s s e r  e x t e n t ,  co ffee . T h is  g r o w th  in  t h e  v o lu m e  e x p o r t e d  r e s u l t e d  to  a  la rg e  
e x t e n t  f ro m  sa le s  o f  s to c k s  a c c u m u la te d  in  p a s t  p e r io d s .
W i t h  r e g a r d  to  e x t e r n a l  d e m a n d ,  i t  m a y  b e  n o te d  t h a t  s a le s  to  t h e  r e s t  o f  t h e  C e n tr a l  A m e r ic a n  
c o u n t r i e s  d r o p p e d  s ig n if ic a n t ly  fo r  t h e  s e c o n d  y e a r  in  a  r o w ,  r e f l e c t in g  t h e  p a y m e n t  p r o b le m s  
e x p e r i e n c e d  in  r e g io n a l  t r a d e  a n d  t h e  r e l a t i v e  lo ss  o f  c o m p e t i t i v e n e s s  o f  H o n d u r a n  e x p o r t s ,  c o m ­
p o u n d e d  b y  v a r i a t i o n s  in  t h e  r a t e  o f  e x c h a n g e  in  s o m e  c o u n t r i e s .
T h e  e v o lu t io n  o f  d o m e s t ic  d e m a n d  w a s  r e la t iv e ly  m o d e r a t e  ( 2 .3 % ) ,  b e in g  e s p e c ia l ly  a ffe c te d  b y  
t h e  d e c l in e  in  t h e  g r o s s  f ix e d  in v e s tm e n t  o f  t h e  p u b l ic  s e c to r ,  w h ic h  w a s  f a r  f ro m  b e in g  o f fs e t  b y  th e  
s l ig h t  in c r e a s e  in  p r i v a t e  in v e s tm e n t .
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T a b le  2
H O N D U R A S :  T O T A L  S U P P L Y  A N D  D E M A N D
In d ex es  (1980 == 100)
P e rcen tag e
b reak d o w n G ro w th  ra te s
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
T o ta l  su p p ly 92 .0 96 .6 100.3 145.3 142.9 -5 .6 2 .2 5.0 3.8
G ro ss d o m estic  p ro d u c t
a t m a rk e t p rices 98.9 101.5 103.1 100.0 100.0 -0.6 -1.2 2.6 1.6
Im p o rts  o f  g o ods and
se rv ices 79.9 89.3 97.6 45.3 42 .9 -18.6 12.7 11.7 9.3
T o ta l  d e m a n d 92 .0 96 .6 100.3 145.3 142.9 -5 .6 2.2 5.0 3.8
D o m e s tic  d em an d 94.0 98.5 100.8 107.4 105.2 -3.4 1.2 4 .8 2.3
G ro ss  d o m e s tic  in v e s tm e n t 53.2 72.3 71.7 26.2 18.2 -39.0 5.9 35.8 -0.8
G ro ss  fixed in v e s tm e n t 67.1 71.9 67.2 24 .8 16.2 -1 9 0 2.1 7.1 -6.6
C o n s tru c tio n 100.0 104.0 98.4 12.2 11.7 12.5 1.2 4.0 -5.3
M ach in ery  and e q u ip m e n t 35.4 40 .9 36.9 12.6 4.5 -54.7 4.5 15.4 -9.7
P u b lic 102.7 117.9 104.9 9.6 9.8 1.7 6.5 14.8 -11.0
P riv a te 44 .9 43.1 43 .5 15.2 6.4 -35.9 -3.6 -4.1 1.0
T o ta l c o n su m p tio n 107.3 107.2 110.3 81.2 87.0 6.0 0.5 -0.1 2.9
G e n e ra l g o v e rn m e n t 101.4 103.1 107.5 13.7 14.3 -1.7 0.7 1.7 4.3
P riv a te 108.5 107.9 110.8 67.5 72.7 7.6 0.4 -0.5 2.7
E x p o rts  o f  goods
and  se rv ices 89.6 94.6 102.6 37.8 37.7 -12.1 5.2 5.6 8.4
Source: ECLAC, un the basis of official figures.
"Preliminary figures. The figures for exports and imports of goods and services were taken from balance-of payments data expressed in
dollars at current prices, which were converted to constant 1980 values using unit value indexes calculated by ECLAC for that purpose.
I n  t h e  y e a r s  t h a t  h a v e  e la p s e d  s o  f a r  in  t h e  p r e s e n t  d e c a d e ,  p u b l ic  i n v e s tm e n t  h a s  p la y e d  a  
le a d in g  r o le  in  t h e  H o n d u r a n  e c o n o m y ,  r e p r e s e n t i n g  a  l i t t le  o v e r  9 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  
w h e r e a s  p r i v a t e  i n v e s tm e n t  h a s  d e c l in e d  s te a d ily . T h e  m a in  c o m p o n e n t  o f  p u b l ic  i n v e s tm e n t  d u r in g  
t h o s e  y e a r s  w a s  t h e  "E l C a jó n "  h y d r o e le c t r i c  p o w e r  p r o je c t ,  w i th  a n  a n n u a l  i n v e s tm e n t  a m o u n t in g  to  
a b o u t  2 5 0  m i l l io n  l e m p i r a s  (1 .3  b i l l i o n  a l t o g e t h e r ) ,  w h o s e  c o n s t r u c t io n  a n d  f i t t in g - o u t  w a s  c o m p le te d  
in  e a r ly  1 985 . T h is  e x p la in s  t h e  d e c l in e  in  p u b l ic  i n v e s tm e n t ,  a s  w e l l  a s  t h e  d r o p  in  c o n s t r u c t io n  a n d  
m a c h in e r y  a n d  in  to ta l  i n v e s tm e n t .  T h is  s i tu a t io n  w o u ld  h a v e  d e t e r io r a t e d  e v e n  f u r th e r  h a d  n o t  o t h e r  
i n v e s tm e n t s  b e e n  m a d e  b y  t h e  c e n t r a l  g o v e r n m e n t  a n d  s o m e  p u b l ic  e n t e r p r i s e s ,  p a r t i c u la r ly  in  th e  
a r e a s  o f  r o a d  in f r a s t r u c tu r e ,  c o m m u n ic a t io n s ,  o t h e r  e n e r g y  p r o je c t s  a n d  t h e  h e a l th  s e c to r .  L ik e w is e ,  
a s  o n  f o r m e r  o c c a s io n s ,  t h e  p a r t i c u la r ly  t e n s e  p r e - e le c to r a l  p r o c e s s  n e g a t iv e ly  in f lu e n c e d  p u b l ic  s e c to r  
a c tiv i ty  a n d , in  p a r t i c u l a r ,  f ix e d  c a p i ta l  f o rm a t io n .
T h e  la c k  o f  a n  i n t e g r a t e d  in v e s tm e n t  p r o g r a m m e  w i th  s o u n d ly - b a s e d  p r o je c t s  a n d  th e  l i m i ta ­
t i o n s  w h ic h  m a y  a r is e  in  s e c u r in g  f i n a n c in g  c o u ld  r e s t r i c t  t h e  r e c o v e ry  o f  p u b l ic  i n v e s tm e n t  in  t h e  
s h o r t  r u n .
I n  t h e  1 9 8 1 -1 9 8 4  p e r io d ,  p r iv a t e  i n v e s tm e n t  d r o p p e d  s te a d ily  a s  a  r e s u l t ,  a m o n g  o t h e r  f a c to r s ,  
o f  a  lo s s  o f  c o n f id e n c e  a m o n g  e n t r e p r e n e u r s ,  d u e  to  n o n - e c o n o m ic  d o m e s t ic  a n d  e s p e c ia l ly  e x t e r n a l  
r e a s o n s ;  o f  t h e  c o n t r a c t io n  in  m a r k e t s ;  o f  t h e  lo w  le v e ls  o f  d o m e s t ic  s a v in g ;  o f  d if f ic u lt ie s  in  s e c u r in g  
e x t e r n a l  f in a n c in g ,  a n d  o f  im p o r t  r e s t r i c t i o n s .  T h u s ,  t h e  p r i v a t e  i n v e s tm e n t  c o e f f ic ie n t  w e n t  d o w n  
f ro m  1 5 %  in  1 9 8 0  to  s l ig h t ly  o v e r  6 %  in  1985 . T h e  e f fe c ts  o f  th i s  t r e n d  o n  th e  p r o d u c t iv e  c a p a c ity  
m a y  v e ry  w e l l  n o t  y e t  h a v e  b e e n  p e r c e iv e d ,  a n d  th e y  m a y  h a v e  a  g r e a t e r  im p a c t  in  t h e  n e a r  fu tu re . I n  
1 9 8 5 , p r i v a t e  f ix e d  c a p i ta l  f o r m a t io n  r e v e r s e d  i ts  t r e n d  a n d  in c r e a s e d  s l ig h t ly ,  t h a n k s  to  t h e  la r g e r  
a m o u n t  o f  c r e d i t  g r a n t e d  b y  t h e  n a t io n a l  b a n k in g  s y s te m  f o r  t h e  r e p l a c e m e n t  o f  f ix e d  a s s e ts  in  c e r t a in  
i n d u s t r i e s  a n d  t h e  f in a n c in g  o f  n e w  in v e s tm e n t s .
W i t h  r e g a r d  to  v a r i a t i o n s  in  s to c k s ,  t h e  i n v e n to r ie s  o f  c e r t a in  e x p o r t  p r o d u c t s  ( s u g a r ,  co ffe e  
c o t to n  a n d  m e a t )  d e c r e a s e d ,  w h i le  t h o s e  o f  d o m e s t ic  c o n s u m e r  g o o d s  — e s p e c ia l ly  n o n - d u r a b le s — ,o f
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c o n s t r u c t io n  m a t e r i a l s  a n d  fo re s t ry  p r o d u c t s  in c r e a s e d . T h e  n e t  r e s u l t  w a s  a n  in c r e a s e  in  s to c k s  w h ic h  
p a r t ly  o f fs e t  t h e  c o n t r a c t io n  in  f ix e d  in v e s tm e n t .
T o ta l  c o n s u m p t i o n  in c r e a s e d  b y  a lm o s t  3 %  in  1 985 . T h e  r i s e  in  g e n e r a l  g o v e r n m e n t  c o n s u m p ­
t i o n  (a  l i t t l e  o v e r  4 % )  w a s  d u e  to  g r e a t e r  e x p e n d i tu r e  o n  d e fe n c e  a n d  p u b l ic  s e c u r i ty ;  o n  p u b l ic  
e d u c a t io n ,  s t e m m i n g  f ro m  w a g e  in c r e a s e s  a n d  a d ju s tm e n ts  to  t h e  L a w  o n  th e  n a t io n a l  p r o m o t i o n  
r o s t e r  f o r  t e a c h e r s ;  o n  t h e  e le c to r a l  a g e n c y  a n d  th e  N a t i o n a l  R e g is t r y  O ffic e , a n d  o n  sa la ry  a n d  w a g e  
in c r e a s e s  f o r  p u b l i c  h e a l t h  p r o f e s s io n a l  a n d  p a r a m e d ic a l  p e r s o n n e l .
T h r o u g h o u t  t h e  c r i s i s  y e a r s ,  p e r  c a p i ta  p r iv a t e  c o n s u m p t io n  h a s  s h o w n  a  d e c l in in g  t r e n d ,  a n d  
th i s  r e m a i n e d  u n c h a n g e d  in  s p i t e  o f  t h e  g r o w t h  in  a b s o lu te  t e r m s  in  1 9 8 5 . T h is  p h e n o m e n o n  is  d u e  to  
p e r s i s t e n t  d r o p s  in  r e a l  w a g e s  a n d  to  a n  in c r e a s e  in  t h e  r a te s  o f  u n e m p lo y m e n t  a n d  
u n d e r e m p lo y m e n t .
b )  Evolution o f  tbe mains sectors
U n l i k e  t h e  p r e v io u s  y e a r ,  t h e  g r o w th  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  in  1985 ( 1 .6 % )  w a s  n o t  
e v e n ly  s p r e a d  o v e r  a ll s e c to rs .  O n  t h e  o n e  h a n d ,  in c r e a s e s  w e r e  r e c o r d e d  in  a g r ic u l tu r e ,  m a in ly  t h a n k s  
to  t h e  b a n a n a - g r o w i n g  a n d , to  a  le s s e r  e x t e n t ,  t h e  c o ffe e  s e c to r s ;  in  e le c tr ic i ty ,  d u e  to  t h e  e n t r y  in to  
o p e r a t i o n  o f  t h e  "E l C a jo n "  h y d r o e le c t r i c  p l a n t ,  a n d  in  o t h e r  s e rv ic e s . O n  t h e  o t h e r  h a n d ,  t h e r e  w a s  a  
d e c l in e  in  t h e  m a n u f a c tu r in g  p r o d u c t  a n d  in  c o n s t r u c t io n  ( s e e  ta b le  3 ).
T h e  a b o v e  r e s u l t s  w e r e  o b t a in e d  w i t h i n  t h e  c o n te x t  o f  a n  in c r e a s in g  d e t e r i o r a t i o n  o f  t h e  
c o u n t r y 's  p r o d u c t iv e  b a s e ,  w h ic h  w a s  a ffe c te d  b y  t h e  p h e n o m e n a ,  m a in ly  e x t e r n a l  in  n a t u r e ,  t h a t  h a v e  
b e e n  p r e s e n t  f o r  t h e  la s t  f iv e  y e a r s ,  a n d  h a v e  e v e n  g o t  w o r s e  in  s o m e  c a se s . M e n t io n  m a y  b e  m a d e ,  o n  
th e  o n e  h a n d ,  o f  t h e  fa ll  in  t h e  t e r m s  o f  t r a d e ,  t h e  p e r s i s t e n t  p r o t e c t io n i s t  b e h a v io u r  o f  s o m e  m a jo r
T ab le  3
H O N D U R A S :  G R O S S  D O M E S T IC  P R O D U C T , B Y  K I N D  O F  
E C O N O M IC  A C T I V IT Y , A T  1980 M A R K E T  P R IC E S
In d ex es  (1980  = 100)
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
G ro s s  d o m e s tic  p ro d u c t 98 .9 101.5 103.1 100.0 100.0 -0 .6 -1.2 2 .6 1.6
G o o d s 99.7 102.8 103.1 50.3 50.3 -0 .9 0.3 3.1 0.3
A g ric u ltu re 105.2 108.3 110.3 25.7 27.5 0.7 2.7 3.0 1.8
M in in g 102.6 110.5 114.9 2.0 2.2 8.3 - 7.7 4.0
M a n u fac tu rin g 90.9 92.9 90.9 17.3 15.3 -5.7 -3.9 2.2 -2.2
C o n s tru c tio n 101.3 105.4 103.8 5.4 5.4 4.2 1.4 4.0 -1.5
B a sic  se rv ices 103.3 106.5 109.8 8.7 9.3 -1 .8 3.1 3.1
E lec tric ity , gas and  w a te r  
T ra n s p o r t ,  s to rag e  and
105.9 108.8 114.7 2.0 2.2 -2.7 - 2.8 5.4
c o m m u n ic a tio n s 102.5 105.9 108.4 6.8 7.1 0.8 -2.4 3.3 2.4
O th e r  se rv ices  
C o m m e rc e , re s ta u ra n ts
9 6 .8 98 .6 101.5 4 0 .9 40 .3 -0 .4 -2 .9 1.9 2 .9
and  h o te ls
F in an c ia l in s t i tu t io n s , 
in su ra n c e , real e s ta te  and
95.7 98.8 101.8 17.9 17.7 -1.7 -3.5 3.2 3.0
b u sin e ss serv ices 95.7 96.2 99.0 10.8 10.4 -2.4 -1.0 0.6 2.9
O w n e rsh ip  o f  d w e llin g s  
C o m m u n ity , social and
98.6 98 .6 101.4 6.0 5.9 - -0.7 - 2.8
p e rso n a l se rv ices 99.7 100.7 103.6 12.2 12.3 3.4 -3.5 1.0 2.9
G o v e rn m e n t se rv ices 108.2 109.3 112.2 4.0 4.3 3.3 - 1.1 2.6
S o u r c e :  E C L A C ,  o n  t h e  b a s is  o f  o f f ic ia l  f ig u r e s .
" P r e l im in a r y  f ig u r e s .  In c lu d in g  s t o c k - r a is in g ,  fo r e s t r y  a n d  f is h in g .
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t r a d e  p a r t n e r s ,  a n d  a  d e c r e a s e  in  r e g io n a l  d e m a n d  r e la te d  to  p a y m e n t  p r o b le m s .  O n  t h e  o t h e r  h a n d ,  
t h e  n o n - e c o n o m ic  d o m e s t ic  a n d  r e g io n a l  t e n s io n s ,  t h e  lo s s  o f  c o m p e t i t iv e n e s s  o f  e x p o r t s  (b e c a u s e  o f  
t h e  r e l a t i v e  o v e r v a lu a t io n  o f  t h e  e x c h a n g e  r a t e )  a n d  th e  s h o r t a g e  o f  f o r e ig n  e x c h a n g e  (w h ic h  
r e s t r i c t e d  im p o r t s )  d i s c o u ra g e d  s a v in g s  a n d  p r i v a t e  i n v e s tm e n t  a n d  g a v e  r i s e  to  a  c o n t r a c t io n  in  
d o m e s t ic  d e m a n d ,  p a r t i a l ly  o f fs e t  b y  g r o w in g  p u b l ic  e x p e n d i t u r e .6
i)  Agriculture. T h e  g r o w th  o f  t h i s  s e c to r  ( a p p r o x im a te ly  2 % )  w a s  t h e  r e s u l t  o f  a  s e r ie s  o f  
f a c to r s  o f  o p p o s i t e  s ig n  w h ic h  a ffe c te d  i t  d u r in g  th e  y e a r . A l th o u g h  b a n a n a ,  c o ffe e  a n d  A f r ic a n  p a lm  
p r o d u c t io n  p e r f o r m e d  q u i te  w e l l ,  t h e i r  e f fe c ts  o n  t h e  s e c to r  a s  a  w h o le  w e r e  c o u n te r a c te d  b y  v a r io u s  
o t h e r  e l e m e n t s ,  o u t s t a n d i n g  a m o n g  w h ic h  w e r e  p o o r  w e a th e r  c o n d i t io n s  ( d r o u g h t  d u r in g  th e  e a r ly  
s o w in g  p e r io d  a n d ,  in  s o m e  r e g io n s ,  a n  e x c e s s  o f  r a in fa l l  a f te r  t h e  d r o u g h t ) ;  t h e  c u m u la t iv e  e ffe c t o f  
t h e  d e c l in in g  t r e n d  in  t h e  i n t e r n a t io n a l  p r ic e s  o f  s o m e  e x p o r t  p r o d u c t s  ( s u g a r ,  c o t t o n ) ,  a n d  th e  
in c r e a s e s  in  t h e  c o s t  o f  i n p u t s  f o r  t h e  s e c to r .7 L ik e w is e ,  t h e r e  w a s  a  s ig n i f ic a n t  r e d u c t io n  in  c r e d i t  
g r a n t e d  b y  th e  S ta te  a g r ic u l tu r a l  f in a n c e  a g e n c y , a s  w e l l  a s  f in a n c ia l  r e s t r i c t i o n s  o n  g o v e r n m e n t  
a g e n c ie s  f o r  a g r ic u l tu r a l  d e v e lo p m e n t ,  w h ic h  l im i te d  m a r k e t in g  s u p p o r t  a n d  te c h n ic a l  a s s is ta n c e  to  
p r o d u c e r s .  T h u s ,  f o o d  s u p p ly  c o n t in u e d  to  e x h ib i t  g r o w t h  r a t e s  b e lo w  th o s e  o f  t h e  p o p u la t i o n ,  so  t h a t  
t h e  c o u n t r y 's  fo o d  a n d  n u t r i t i o n a l  d e f ic i t  k e p t  in c r e a s in g .  B a n a n a  p r o d u c t io n  w e n t  u p  in  s p i t e  o f  
p r o b l e m s  d e r iv e d  f ro m  h ig h  r e l a t i v e  c o s ts  a n d  f ro m  d i f f e r e n t  i n v e s tm e n t  p r i o r i t i e s  w h ic h  a p p a r e n t ly  
e x i s te d  a t  t h e  le v e l  o f  t h e  p a r e n t  c o m p a n ie s  o f  t h e  m a in  p r o d u c in g  a n d  e x p o r t i n g  e n t e r p r i s e s .  T h e  
r e c o v e ry  o f  p r o d u c t io n  in  t h e  a r e a s  d a m a g e d  in  1 9 8 3 8 w a s  la rg e ly  d u e  to  t h e  im p r o v e m e n t  in  
i n t e r n a t io n a l  p r ic e s  ( w h ic h  g r e w  b y  8 %  w i t h  r e s p e c t  to  t h e  p r e v io u s  y e a r ) ,  t h e  f isc a l in c e n t iv e s  
a p p r o v e d  b y  t h e  g o v e r n m e n t  d u r in g  t h e  s e c o n d  q u a r t e r  o f  t h e  y e a r ,  a n d  th e  r e d u c t io n  o f  C o s ta  R ic a 's  
e x p o r t a b l e  su p p ly . E v e n  s o ,  b a n a n a - g r o w i n g  a p p a r e n t ly  fa i le d  to  t r a n s m i t  a s  fo rce fu lly  a s  b e f o re  its  
d y n a m ic  e f fe c ts  o v e r  t h e  r e s t  o f  t h e  e c o n o m y , a n d  i t  e v e n  s h o w e d  a  t r e n d  to w a r d s  d i s in v e s tm e n t  ( s e e  
ta b le  4 ) .
T h e  f a v o u ra b le  p e r f o r m a n c e  o f  c o f fe e -g r o w in g  w a s  a s s o c ia te d  w i th  t h e  cy c lic  e v o lu t io n  o f  t h e  
c r o p  a n d  t h e  g r e a t e r  p r o d u c t iv i ty  in  c e r ta in  p a r t s  o f  t h e  c o u n t r y ,  s t e m m in g  in  p a r t  f ro m  r e n e w a l  
p r o g r a m m e s  a n d  t h e  p l a n t i n g  o f  n e w  a re a s .
H o w e v e r ,  p r o d u c t i o n  r e m a in e d  b e lo w  th e  r e c o r d  le v e l  a t t a in e d  in  1 9 7 9 , a n d  7 3 %  o f  t h e  to ta l  
c u l t iv a te d  a r e a  c o n t in u e d  to  b e  a f fe c te d  b y  c o ffe e  r u s t  (hemilea vastatrix). T h e  in c id e n c e  o f  o t h e r  p e s t s  
s u c h  a s  t h e  c o ffe e  b e r ry  b e e t l e  w a s  a ls o  s ig n if ic a n t ly  h i g h e r  t h a n  in  t h e  p r e c e d in g  y e a r .  M o r e o v e r ,  t h e  
le v e ls  o f  a r r e a r s  o f  p a y m e n t  a n d  i l l iq u id i ty  in  t h e  s u b s e c to r  r e m a in e d  h ig h ,  a n d  th e  N a t i o n a l  
A g r i c u l tu r a l  D e v e l o p m e n t  B a n k  (BANADESA) c u t  b a c k  b y  6 0 %  t h e  c r e d i t s  g r a n t e d  f o r  c o ffe e  p r o d u c ­
t io n .  I n  a d d i t io n ,  t h e  t e n s io n s  e x p e r ie n c e d  o n  t h e  b o r d e r  w i th  t h e  R e p u b l ic  o f  N ic a r a g u a  h a v e  a ffe c te d  
th e  d e v e l o p m e n t  o f  th i s  a c tiv i ty  in  t h o s e  a re a s .
S u g a r  c a n e  c u l t iv a t io n  c o n t in u e d  to  b e  s e v e re ly  a ffe c te d  b y  c o n d i t io n s  o n  t h e  i n t e r n a t io n a l  s u g a r  
m a r k e t ,  w h ic h  w e r e  a g g r a v a te d  d u r in g  t h e  y e a r  b y  a  15 %  c u tb a c k  in  t h e  H o n d u r a n  e x p o r t  q u o ta  to  t h e  
A m e r i c a n  m a r k e t .  A lo n g  w i th  t h e  r e d u c t io n  in  c r e d i t  g r a n t e d ,  t h i s  d e e p ly  d i s c o u ra g e d  p r o d u c e r s ,  
c a u s e d  t h e m  to  r e d u c e  t h e  a r e a  s o w n  a n d  g a v e  r i s e  to  a  c o n s e q u e n t  c o n t r a c t io n  in  p r o d u c t io n ,  w h ic h  
h a d  r e a c h e d  a  r e c o r d  le v e l  in  t h e  p r e c e d in g  y e a r .
D u r i n g  t h e  p r e s e n t  d e c a d e ,  c o t to n  p r o d u c t io n  h a s  b e e n  s e v e re ly  a ffe c te d  b y  t h e  lo w  i n t e r n a ­
t i o n a l  q u o ta t i o n s  f o r  t h e  c r o p ,  a n d  a c c o r d in g  to  o ffic ia l e s t im a te s  t h e  a re a  s o w n  s h r a n k  b y  6 3 %  
b e tw e e n  1977 a n d  1 985 . I n  1 9 8 5 , t h e  p r o m o t i o n  p o lic y  in  th i s  f ie ld  a n d  t h e  e f fo r ts  to  e x te n d  
c o t to n - g r o w in g  to  n e w  a r e a s  w e r e  h a m p e r e d  b y  t h e  w e a th e r  c o n d i t i o n s  w h ic h  a f fe c te d  t h e  c o u n t r y 's  
s o u th e r n  r e g io n ,  c a u s in g  lo s s e s  in  s o w n  la n d  a n d  a  r e d u c t io n  in  y ie ld s ,  p a r t ly  b e c a u s e  o f  p e s t s .  I n  v ie w  
o f  th i s  s i t u a t io n ,  f in a n c ia l  p r o b le m s  ( a r r e a r s  o f  p a y m e n t s  a n d  i l l iq u id i ty )  t e n d e d  to  in c r e a s e .  T o b a c c o  
c u l t iv a t io n ,  f o r  i ts  p a r t ,  c o n t in u e d  to  b e  a f fe c te d  b y  f u n g u s  d is e a s e s ,  w h ic h  l im i te d  i t s  g r o w th  
p o te n t i a l .
R e g a r d i n g  p r o d u c t io n  f o r  d o m e s t ic  c o n s u m p t io n ,  th i s  w a s  a ffe c te d  b y  a  s e r ie s  o f  n e g a t iv e  
f a c to rs .  T h e  c o n t r a c t io n  in  t h e  o u t p u t  o f  b a s ic  g r a in s  w a s  d u e  to  a d v e r s e  c o n d i t io n s  d e r iv in g  f ro m
6 The overvaluat ion of the exchange rate was recently aggravated by exchange variations in some other Central American countries.
7 See Ministry of Natural Resources, Sectoral Planning Office, Una aproximación al funcionamiento del mercado de fertilizantes en 
Honduras, Tegucigalpa, D.C., May 1984, and Efectos de los impuestos de importación sobre los precios de los insumas agrícolas, Tegucigalpa, 
D.C., September 1985.
8 See ECLAC, "Honduras", Economic Survey of Latin America and the Caribbean, 1983, Santiago, Chile, LC/G.l 343, June 1985, United 
Nations publication, Sales No.: E.85.II.G.2.
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h e a v y  r a in f a l l ;  to  a  r e d u c t io n  in  t h e  c r e d i t s  g r a n t e d  ( 1 7 % )  a n d  d is b u r s e d  ( 1 3 % )  b y  BANADESA; to  th e  
lo w  p r o f i t a b i l i ty  o f  th e s e  c r o p s ,  a n d  to  t h e  c o n s e q u e n c e s  o f  m a r k e t i n g  p r o b le m s  in  r e c e n t  y e a r s .
I n  s p i t e  o f  t h e  e f fo r ts  m a d e  b y  t h e  S ta te  a n d  t h e  le a d in g  r o le  p la y e d  b y  p e a s a n t  c o - o p e r a t iv e s  in  
d e v e lo p in g  p r o d u c t io n ,  d u r in g  t h é  la s t  d e c a d e  th i s  h a s  e x h ib i t e d  lo w e r  g r o w th  r a t e s  t h a n  th e  
p o p u l a t i o n ,  w i th  lo w  le v e ls  o f  p r o d u c t iv i ty  a n d  p r o f i t a b i l i t y .9
T h e  f o r e g o in g  s e e m s  to  b e  t h e  r e s u l t  o f  p r o b le m s  in  t h e  f ie ld  o f  p r o d u c t io n ,  s u c h  a s  i n a p p r o p ­
r i a t e  p r o d u c t io n  s c a le s ,  a lo n g  w i th  t h e  h ig h  c o s t  o f  m a in ly  i m p o r t e d  i n p u t s ;  t h e  u s e  o f  b a re ly  
p r o f i t a b l e  te c h n o lo g ie s  g iv in g  lo w  p r o d u c t iv i ty ;  a n d  f a r m in g  p r a c t i c e s  d e p e n d e n t  o n  r a in f a l l ,  e x c e p t
T a b le  4
H O N D U R A S :  I N D I C A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N
G ro w th  ra tes
1975 1980 1983 1984 1985" ■
1982 1983 1984 1985"
In d e x  o f  a g r ic u l tu ra l
p ro d u c tio n *  (1970  =  100) 95.7 132.6 139.5 143.6 146.2 0.7 2.7 3.0 1.8
C ro p  fa rm in g 84.1 123.7 128.3 132.9 134.3 -1.0 2.6 3.6 1.0
S to ck -ra is in g 122.7 149.3 161.3 164.1 170.8 5.4 2.5 1.7 4.1
F o re s try 144.8 187.2 205.2 208 .9 2 0 5 .3 3.8 3.6 1.8 -1.7
P ro d u c t io n  o f  th e  
m a in  c ro p s '7 
F o r e x p o rt
B a n an as 786 887 1 006 1 098 4.7 -16.7 13.3 9.2
Coffee 51 73 98 83 87 -1.1 34.9 -15.3 5.3
S ugar cane 1 557 2  871 3 194 3 305 2  858 6.0 3.2 3.4 -13.5
C o tto n 15 25 13 18 18 -56.1 57.2 39.6 -2.0
T obacco 5 7 7 8 8 0.6 - 4.3 -2.4
F o r  d o m es tic  c o n su m p tio n
M a ize 343 367 4 2 8 501 449 -3.5 4.5 17.0 -10.4
B e an s 48 45 42 44 33 -3.0 -16.5 5.8 -24.7
P addy  rice 22 29 37 47 37 6.9 5.0 29.2 -22.3
P la n ta in s 83 146 164 166 170 1.2 6.0 1.2 2.5
A frican  pa lm 51 72 173 263 295 31.3 21 .8 51.3 12.4
I n d ic a to r s  o f  s to c k ­
r a i s in g  p r o d u c t io n




P o u ltry




























C a ttle 56 61 68 70 73 3.2 3.9 2.6 4.6
P ig s 6 8 9 10 10 12.5 2.7 4.4 4.4
P o u ltry 6 11 15 16 17 - 3.3 11.0 3.7
O th e r  p ro d u c ts
M ilk ' 207 236 255 262 271 0.7 3.8 2.7 3.5
E g g s7 32 39 45 47 48 2.8 3.7 4.4 1.4
Source: ECLAC, on the basis of official figures from the Central Bank uf Honduras
"Preliminary figures. Estimated on the basis of variation in value added. ’Thousands of tuns. uands of head.
’Millions of litres. ’Million dozen.
y See Ministry of Natural Resources, Sectoral Planning Office, Lincamientos orientadores para  el fom ento  y  desarrollo del subsector de 
granos básicos para  el periodo 19841989, Tegucigalpa, D.C., March 1984. During the 1975-1985 period, the average annual growth rates were 
1.5% for maize, -0.6%  for beans and 5.1% for rice. In the same period, the population recorded annual growth of 3.5%.
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in  t h e  c a s e  o f  r ic e . I n  t h e  m a r k e t i n g  o f  g r a in s ,  in  s p i t e  o f  t h e  e f fo r ts  m a d e  b y  t h e  p u b l ic  s e c to r  to  
e x p a n d  t h e  i n s ta l l e d  s to r a g e  c a p a c ity , t h e  l im i te d  f in a n c ia l  c a p a c ity  o f  t h e  c o n t r o l  a g e n c y  h a s  le d  to  
r e c u r r e n t  fa l ls  in  p r ic e s  in  p e r io d s  o f  g o o d  h a r v e s t s ,  o b v io u s ly  a f fe c tin g  p e a s a n t  in c o m e  a n d  
in c r e a s in g  t h e  a r r e a r s  o f  p a y m e n t s  o w n e d  to  t h e  n a t io n a l  f in a n c e  sy s te m . T h e  a b o v e  h a s  le d , a s  w a s  
c o n f i rm e d  in  1 9 8 5 , to  a  d e c l in in g  t r e n d  in  t h e  a r e a  s o w n  w i th  b a s ic  g r a in s  a n d  to  a  r e d u c t io n  in  c r e d i t  
a l lo c a te d  to  t h a t  p u r p o s e .
T h e  c u l t iv a t io n  o f  t h e  A f r ic a n  o il  p a l m  h a s  r e a c h e d  a  s ta g e  o f  fu ll e x p a n s io n ,  a n d  in  1985 th e  
p r o d u c t iv e  a r e a  o f  t h e  V a l le  d e l R ío  A g u a n  a n d  G u a y m a s  p r o je c t s  m a n a g e d  b y  p e a s a n t  c o - o p e r a t iv e s  
a m o u n te d  to  a lm o s t  13 0 0 0  h e c ta r e s ,  w h i le  t h e r e  w e r e  a ls o  in c r e a s e s  in  p r o d u c t iv i ty .  T h is  h a s  m a d e  
t h e  c o u n t r y  s e lf - s u f f ic ie n t  in  t h e  p r o d u c t io n  o f  e d ib le  o i l s ,  w h i le  a ls o  le a v in g  s ig n i f ic a n t  s u r p lu s e s  fo r  
e x p o r t .
L a s t ly ,  c i t r u s  f ru i t  p r o d u c t io n  w a s  s t im u la t e d  b y  t h e  d e m a n d  d u e  to  t h e  e n t r y  in to  o p e r a t i o n  o f  a  
c o n c e n t r a t e d  f ru i t - ju ic e  p r o c e s s in g  p la n t .  P i n e a p p l e  c u l t iv a t io n  t u r n e d  in  a  f a v o u ra b le  p e r f o r m a n c e  
in  s p i t e  o f  t h e  la b o u r  a n d  p r o f i t a b i l i ty  p r o b le m s  w h ic h  a ro s e  a t  t h e  e n d  o f  t h e  p r e c e d in g  y e a r  a n d  a t 
t h e  b e g in n in g  o f  1 985 .
B e e f  p r o d u c t io n  w a s  b o o s te d  b y  g o v e r n m e n t  p r o m o t i o n  p o lic y  — ta k in g  t h e  f o rm  o f  t h e  
e x t e n s io n  o f  c r e d i t  l in e s  a n d  t e c h n ic a l  a s s is ta n c e —  b y  t h e  s u p p o r t  to  t h e  p r o d u c e r s ' o r g a n iz a t io n ,  a n d  
b y  t h e  r e n e w a l  o f  t h e  h e r d s .  E v e n  so , t h e  a d v e r s e  e f fe c ts  o f  t h e  b e h a v io u r  o f  t h e  i n t e r n a t io n a l  m e a t  
m a r k e t  a s  r e g a r d s  e x p o r t  p r i c e s  a n d  q u o ta s  k e p t  t h e  a c tiv ity  w e l l  b e lo w  i ts  p o s s ib i l i t i e s  o f  e x p a n s io n .
A l th o u g h  m i lk  p r o d u c t io n  w a s  a f fe c te d  b y  t h e  w e a th e r ,  i t  e v o lv e d  s a t is fa c to r i ly . H e r e ,  to o ,  i t  is  
w o r t h  s t r e s s in g  th e  g o v e r n m e n t  p r o m o t i o n  m e a s u r e s  a n d  p r o je c ts  c a r r ie d  o u t  in  f a v o u r  o f  th i s  
a c tiv i ty  s o m e  y e a r s  b e fo re . I n  1985  t h e  N a t i o n a l  M i lk  C o m m is s io n  w a s  e s ta b l is h e d :  a  j o i n t  i n s t i t u t i o n  
w i th  t h e  p a r t i c i p a t i o n  o f  r e p r e s e n t a t i v e s  f ro m  t h e  p r i v a t e  a n d  p u b l ic  s e c to r s ,  a im e d  a t  a n a ly s in g  th e  
p r o b l e m s  o f  t h e  m i lk  in d u s t r y  a n d  f u r th e r in g  i t s  d e v e lo p m e n t .10 1
I n  1 9 8 5 , a s  in  p r e v io u s  y e a r s ,  t h e r e  w a s  p e a s a n t  u n r e s t  in  c o n n e c t io n  w i th  d e m a n d s  f o r  la n d ,  a n d  
t h e  m a i n  w o r k e r  a n d  p e a s a n t  o r g a n iz a t io n s  d e m a n d e d  th e  d e v e lo p m e n t  o f  in te g r a l  a g r a r ia n  a n d  
f o r e s t ry  r e f o r m .11 I n  a d d i t io n ,  t h e s e  g r o u p s  s u b m i t t e d  d e m a n d s  f o r  g r e a t e r  g o v e r n m e n t  s u p p o r t  in  
o r d e r  to  c o n s o l id a te  p r o d u c t io n  o r g a n iz a t io n s  w h ic h  h a d  a lre a d y  b e e n  a s s ig n e d  la n d  b u t  s t i l l  r e c o r d e d  
s ig n i f ic a n t  le v e l s  o f  u n d e r - u t i l i z a t i o n  f o r  la c k  o f  a d d i t io n a l  r e s o u rc e s .
T h e  N a t i o n a l  A g r a r i a n  I n s t i t u t e  c o n t in u e d  to  a d o p t  m e a s u r e s  in  t h e  f ie ld  o f  la n d  a l lo c a t io n ,  
p r o v i s i o n  o f  o w n e r s h i p  d e e d s  a n d  a d ju d ic a tio n .
I t  s h o u ld  b e  r e m e m b e r e d  t h a t  t h e  b e n e f ic ia r ie s  o f  a g r a r ia n  r e fo r m  in  H o n d u r a s  c o m p r i s e  a  
m a jo r  s e c to r  w h ic h  in c lu d e s  5 0  0 0 0  f a m i lie s ,  t h a t  is , 3 .8 %  o f  t h e  to ta l  e c o n o m ic a l ly  a c t iv e  p o p u la t i o n  
a n d  8 %  o f  t h e  p e a s a n t  p o p u la t i o n .
A s  r e g a r d s  t h e  g o v e r n m e n t  s u p p o r t  p o lic y  fo r  t h e  s e c to r ,  b e s id e s  t h e  a b o v e  m e a s u r e s  t h e  
a g r ic u l tu r a l  p r o m o t i o n  la w  w a s  r e v ie w e d  b y  e x t e n d in g  im p o r t  t a x  e x e m p t io n s  to  o t h e r  a g r ic u l tu ra l  
e q u i p m e n t  a n d  in p u t s ,  a n d  a  D e c r e e  in  s u p p o r t  o f  t h e  b a n a n a  in d u s t r y  w a s  p r o m u lg a te d .
T o  s u m  u p ,  t h e  s c a n t  d y n a m is m  o f  t h e  a g r ic u l tu r a l  s e c to r  in  1985 w a s  e v id e n c e  o f  a  s e r io u s  
d e t e r i o r a t i o n  o f  t h e  p r o d u c t iv e  b a s e ,  a f fe c te d  b y  t h e  c u m u la t iv e  a d v e r s e  r e s u l t s  r e g i s t e r e d  in  t h e  p a s t  
f iv e  y e a r s  a s  r e g a r d s  i n t e r n a t io n a l  d e m a n d ,  t h e  i n c r e a s e  in  t h e  r e l a t i v e  c o s ts  o f  p r o d u c t io n  ( p a r t i c u ­
la r ly  t h e  c o s ts  o f  i m p o r t e d  i n p u t s ) ,  r e s t r i c t i o n s  o n  e x t e r n a l  f in a n c in g ,  a n d  o t h e r  e c o n o m ic  a n d  
n o n - e c o n o m ic  d i s in c e n t iv e s  to  p r o d u c t iv e  in v e s tm e n t .
ii)  Manufacturing. A f te r  i t s  f a l l  in  b o th  1982  a n d  1983  a n d  t h e  s l ig h t  re c o v e ry  r e g i s t e r e d  in  
1 9 8 4 , i n d u s t r i a l  a c t iv i ty  d e c l in e d  o n c e  a g a in  in  1985 ( -2 % )  a s  a  r e s u l t  o f  a  s e r ie s  o f  f a c to r s ,  m o s t  o f  
w h ic h  h a d  b e e n  p r e s e n t  s in c e  1982 . M e n t io n  m a y  b e  m a d e ,  in  t h e  f i r s t  p la c e ,  o f  t h e  c o n t r a c t io n  in  
d e m a n d  in  C e n t r a l  A m e r ic a  a n d  in  t h e  m a jo r  m a r k e t s  f o r  m a n u f a c tu r e s ,  a s  w e l l  a s  t h e  d r o p  in  t h e  
i n t e r n a t io n a l  p r ic e s  f o r  s o m e  p r o d u c t s  ( s u g a r ,  m e a t ,  o il , w o o d ) .  S e c o n d ly , i t  i s  n e c e s s a ry  to  b e a r  in  
m in d  t h e  l i m i ta t io n s  w h ic h  a ro s e  r e g a r d in g  im p o r t  c a p a c ity , p a r t i c u la r ly  o f  r a w  m a te r ia l s ,  a l th o u g h  
g o v e r n m e n t  p o lic y  a t t e m p t e d  to  r e d u c e  s u c h  r e s t r i c t i o n s  in  t h e  p a s t  tw o  y e a r s .  T h i r d ly ,  i t  i s  w o r t h  
m e n t i o n i n g  t h e  f in a n c ia l  c r is is  e x p e r ie n c e d  b y  s o m e  o f  t h e  le a d in g  e n t e r p r i s e s  o f  t h e  s e c to r  a s  w e l l  a s
10 See Technical Secretariat of CONSUPLANE, Evaluación de los prinápales programas y proyectos del sector público agrícola durante 
198}, Tegucigalpa, D.C, February 1986.
11 See Honduran Workers' Confederation (CTH), General Workers' Union (CGT), National Peasant Union (CNTC), Federation of 
Agrarian Reform Co-operatives (FECORAH), and Honduran Peasant Federation (FCH), Planteamiento del movimiento obrero y campesino a 
los candidatos presidenciales. Yojoa, Honduras, 13 October 1985.
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b y  t h e  N a t i o n a l  I n v e s t m e n t  C o r p o r a t io n  (C O N A D ft w h ic h  le d  to  t h e i r  s h u t - d o w n  o r  a  s ig n if ic a n t  
u n d e r - u t i l i z a t i o n  o f  t h e i r  in s ta l l e d  c a p a c ity  a n d  to  a  s u s p e n s io n  o f  d e b t  s e rv ic in g .  O n  to p  o f  th e s e  
p r o b l e m s ,  t h e r e  w e r e  o t h e r s  w h ic h  f u r th e r  a g g r a v a te d  t h e  s i tu a t io n  d u r in g  th e  y e a r ,  su c h  a s , fo r  
e x a m p le ,  t h e  c o m p e t i t i o n  o f  n o n - r e g i s t e r e d  i m p o r t s ;  t h e  d r o p  in  p r o d u c t io n  o f  s o m e  e x p o r t  i te m s  
(d u e  to  t h e  e s t a b l i s h m e n t  o f  s u b s id ia r ie s  o f  H o n d u r a n  e n t e r p r i s e s  in  o t h e r  c o u n t r i e s ) ;  a n d  th e  
r e d u c t io n  in  t h e  c o m p e t i t i v e n e s s  o f  c e r ta in  H o n d u r a n  in d u s t r i a l  g o o d s ,  e s p e c ia l ly  b e c a u s e  o f  
e x c h a n g e - r a t e  v a r i a t i o n s  in  o t h e r  c o u n t r i e s  o f  t h e  C e n tr a l  A m e r ic a n  r e g io n  ( a b o v e  a ll G u a te m a la ) ,  
w h ic h  in f lu e n c e d  t h e  le v e l  o f  i n d u s t r i a l  e x p o r t s  a n d  p la y e d  a n  e v e n  g r e a t e r  p a r t  in  le a d in g  to  t h e  
p a r t i a l  lo s s  o f  t h e  d o m e s t ic  m a r k e t  ( s e e  ta b le  5 ).
A s  f a r  a s  t h e  fo o d  in d u s t r y  is  c o n c e r n e d ,  s u g a r  p r o d u c t io n  in c r e a s e d  o n ly  s l ig h t ly ,  b e c a u s e  o f  t h e  
l im i te d  p o s s ib i l i t i e s  o f  s e l l in g  th i s  c o m m o d i ty  o n  t h e  w o r ld  m a r k e t .  M e a t  p r o d u c t io n ,  f o r  i ts  p a r t ,  
c o n t in u e d  to  e x p e r i e n c e  t h e  j o i n t  e f fe c t o f  a  fa ll  in  p r ic e s  a n d  a  d e c l in e  in  e x t e r n a l  d e m a n d .  D u r i n g  th e  
s e c o n d  h a l f  o f  t h e  y e a r ,  t h e  s i t u a t io n  o f  t h e  m e a t  in d u s t r y  b e c a m e  so  p r e c a r io u s  t h a t  tw o  o f  t h e  s e v e n  
m e a t - p a c k in g  f i r m s  w e r e  s h u t  d o w n  in d e f in ite ly  a n d  th e  r e s t  c lo s e d  te m p o r a r i ly .
T h e  m a n u f a c tu r e  o f  n o n - m e ta l l i c  m in e r a l  p r o d u c t s  e x p e r ie n c e d  a  s h a r p  d e c l in e  a s  a  r e s u l t  o f  t h e  
d r o p  in  d e m a n d  f o r  c e m e n t  w h e n  t h e  c o n s t r u c t io n  o f  t h e  " E l  C a jó n "  h y d r o e le c t r i c  p r o je c t  w a s  
c o m p le te d .  E x p o r t  p o s s ib i l i t i e s  w e r e  l im i te d ,  s in c e  t h e  h ig h  p r o d u c t io n  c o s ts  m a d e  t h e  p r o d u c t  
n o n - c o m p e t i t i v e  in  C e n t r a l  A m e r ic a .
C o n s e q u e n t ly ,  t h e  in s t a l l e d  c a p a c ity  f o r  c e m e n t  p r o d u c t io n  r e c o r d e d  a  h ig h  le v e l  o f  u n d e r  - 
u t i l i z a t io n .
A s  f o r  t e x t i l e s  a n d  c lo th in g  p r o d u c t io n ,  t h e  lo s s  o f  t h e  N i c a r a g u a n  m a r k e t  — d u e  to  p a y m e n t  
p r o b l e m s — , t h e  r e d u c t io n  in  s a le s  to  G u a te m a la ,  t h e  in c r e a s e  in  n o n - r e g i s t e r e d  c lo th  i m p o r t s  a n d  
d if f ic u l t ie s  in  s e c u r in g  f o r e ig n  e x c h a n g e  fo r  i m p o r t i n g  r a w  m a t e r i a l s  p u s h e d  d o w n  p r o d u c t io n .
T a b le  5
H O N D U R A S :  I N D IC A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
G ro w th  ra tes
1975 1980 1983 1984 1985°
1980- 1984 1985°
1983''
In d e x  o f  m a n u fa c tu r in g  
v a lu e  a d d ed
( 1 9 7 8 =  100) 81.6 107.0 106.3 108.6 106.2 0.6 2.2 -2 .2
F o o d 73.6 125.2 1
B e v erag e s 88.1 109.2 > 124.7 127.2 131.5 2.7 2.0 3.4
T obacco 96.7 127.4 ,J
T e x tile s  and c lo th in g 70.1 90.1 73.7 75.3 67.0 -18.2 2.2 -11.0
L e a th e r  and foo tw ear 66.3 118.1 77.0 -34.8
W o o d  and w o o d en  fu rn itu re 80.6 96.7 107.6 110.0 82.5 11.3 2.2 -2.5
P a p e r  and  p r in tin g 92.4 104.3 95.8 -8.1
C h em ica ls





1 106.1 108.3 -6.4 2.1
N o n -m e ta llic  m in e ra ls 71.1 110.6 109.6 112.2 78.5 -0.9 2.4 -30.0
B asic  m eta ls 23.2 222.5 569.5 580.9 156.0 2.0
M e ta l p ro d u c ts , m ach in ery  
and e q u ip m e n t 62.4 97.2 96.4 -0.8
O th e r  m anu fac tu red  goods 57.6 127.5 102.3 105.3 -19.8 2.9
O th e r  in d ic a to r s  o f
m a n u fa c tu r in g  p ro d u c t io n  
C o n su m p tio n  o f  electric ity  
by in d u s try ' 241 379 439 462 484 5.0 5.3 4.8
Source: EC LAC, on the basis of official figures.
"Preliminary figures. The index of manufacturing production refers to the increase over the period, except for consumption of
electricity by industry. ’Millions of kWh.
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N o n e t h e l e s s ,  t h e  g a r m e n t  in d u s t r y ,  o f  lo n g  s t a n d in g  in  t h e  c o u n t r y ,  s h o w e d  p o t e n t i a l i t i e s  t h a t  b o th  
p r i v a t e  a n d  g o v e r n m e n t  a g e n c ie s  s o u g h t  to  s t im u la t e .12
T h e  lu m b e r  in d u s t r y  r e m a in e d  p lu n g e d  in  a n  a c u te  c r is is  d u r in g  t h e  y e a r .  T h e  g r o u p  o f  s a w m ill s  
se t  u p  w i th  m ix e d  c a p i ta l  o p e r a t e d  w e l l  b e lo w  t h e i r  in s ta l l e d  c a p a c ity ;  s o m e  o f  t h e m ,  su c h  a s  t h e  
C e n t r a l  d e  A s e r r ío  S ig u a te p e q u e ,  S .A ., s t o p p e d  w o r k in g  a n d  w e n t  o u t  o f  b u s in e s s ,  w h i le  o th e r s  
r e m a in e d  a c t iv e ,  b u t  w i th  s e r io u s  p r o b le m s  a n d , in  c e r t a in  c a s e s , w i th  e v e ry  l ik e l ih o o d  o f  h a v in g  to  
s h u t  d o w n  ( F o r e s ta l  I n d u s t r i a l  A g u a  F r ía ,  S .A .). A s  m e n t i o n e d  in  t h e  Economic Survey f o r  1 9 8 4 , t h e r e  
w e r e  a  n u m b e r  o f  f in a n c ia l ,  t e c h n o lo g ic a l  a n d  a d m in i s t r a t i v e  d if f ic u lt ie s ,  a s  w e l l  a s , in  c e r t a in  c a s e s , 
s u p p ly  p r o b l e m s ,  w h ic h  i t  d id  n o t  p r o v e  p o s s ib le  to  s e t t le .  A f te r  v a r io u s  in i t i a t i v e s  a im e d  a t 
o v e r c o m in g  t h e  a b o v e  c o n s t r a in t s ,  to w a r d s  t h e  e n d  o f  t h e  y e a r  t h e  s o lu t io n  a p p e a r e d  to  l ie  in  s e l l in g  
t h o s e  e n t e r p r i s e s  to  t h e  p r i v a t e  s e c to r  u n d e r  t h e  t e r m s  o f  D e c r e e  1 6 1 -8 5 .
In  t h e  sp e c if ic  c a s e  o f  t h e  O la n c h o  F o r e s t  I n d u s t r i e s  C o r p o r a t io n ,  S.A. (C O R FIN O ),13 a t  t h e  e n d  o f  
O c to b e r  1985 (a f te r  t h e  B o n i to  O r i e n t a l  s a w m ill  h a d  b e e n  o p e r a t i n g  fo r  tw o  y e a r s )  t h e  C o r p o r a t io n 's  
lo s s e s  a m o u n te d  to  3 2  m i l l io n  l e m p i r a s  — 4 6 %  o f  t h e  p a id - u p  c a p i ta l  s to c k — , 2 2  m i l l io n  o f  w h ic h  
c o r r e s p o n d e d  to  lo s s e s  in  t h e  y e a r  u n d e r  s tu d y ; c h ip  e x p o r t s  w e r e  m a d e  a t  a  v e ry  lo w  p r ic e ;  
i n v e s tm e n t s  to  p r o c e e d  w i th  t h e  p u l p  a n d  p a p e r  c o m p le x  w e r e  p a r a ly z e d ;  d i s b u r s e m e n t s  f ro m  o n e  o f  
t h e  m a in  e x t e r n a l  f i n a n c in g  s o u rc e s  w e r e  s u s p e n d e d ,  a n d  t h e  f in a n c ia l  b u r d e n  w a s  so  h e a v y  t h a t  i t  h a d  
to  b e  p a r t i a l ly  c o v e r e d  b y  t h e  c e n t r a l  g o v e r n m e n t .  T h is  s i t u a t io n  a p p e a r s  to  b e  r e la te d  to  n o n ­
e c o n o m ic  f a c to r s  w h ic h  h a v e  le d  to  a  h ig h  t u r n o v e r  o f  m a n a g e r ia l  p e r s o n n e l  in  t h e  c o r p o r a t io n ,  to  a  
m a r k e d  la g  in  t h e  i n v e s tm e n t  p r o g r a m m e ,  to  u n s e t t l e d  i n s t i t u t i o n a l  p r o b le m s  b e t w e e n  t h e  H o n d u ­
r a n  F o r e s t r y  D e v e l o p m e n t  C o r p o r a t io n  a n d  CORFINO , a n d  to  f in a n c ia l  p r o b le m s  w h ic h  h a m p e r e d  th e  
c o n t in u a t io n  o f  t h e  i n v e s tm e n t s  n e e d e d  f o r  t h e  p r o f i t a b l e  o p e r a t i o n  o f  t h e  f o r e s t  in d u s t r i e s  c o m p le x .
U n d e r  t h e  s t im u lu s  o f  i n c r e a s in g  a g r ic u l tu r a l  r a w  m a te r i a l  s u p p l ie s  t h e  p r o d u c t i o n  o f  v e g e ta b le  
o i ls  a n d  f a ts  c o n t in u e d  to  r i s e  d u r in g  t h e y e a r ,  p a r t i c u la r ly  in  t h e  a g r o in d u s  t r ia l  p e a s a n t  c o - o p e r a t iv e s ,  
a l t h o u g h  th e  p o s s ib i l i t i e s  o f  m a r k e t i n g  th e s e  p r o d u c t s  w e r e  r e s t r i c t e d  d u e  to  lo w  p r ic e s  o n  th e  
i n t e r n a t io n a l  m a r k e t ,  w h ic h  o n  o c c a s io n s  m a d e  e x p o r t s  n o n - p r o f i t a b l e .14
O n e  o f  t h e  m o s t  s ig n i f ic a n t  a s p e c ts  o f  i n d u s t r i a l  s e c to r  p e r f o r m a n c e  w a s  t h a t  r e la te d  to  th e  
e v o lu t io n  o f  t h e  N a t i o n a l  I n v e s t m e n t  C o r p o r a t io n  (CONADI) a n d  o f  t h e  g r o u p  o f  e n t e r p r i s e s  f in a n c e d  
o r  b a c k e d  b y  it. A t  t h e  b e g in n i n g  o f  1 9 8 5 , C O N A D I15 h a d  a  lo a n  p o r t f o l io  o f  6 2 5  m i l l io n  l e m p i r a s  a n d  
117 m i l l io n  l e m p i r a s  in  c o r p o r a te  s to c k s ,  a n d  i t  w a s  e s t im a te d  t h a t  7 5 %  o f  t h e  to t a l  p o r t f o l i o  w a s  
i n v e s te d  in  e n t e r p r i s e s  w h o s e  f in a n c ia l  s t a te m e n ts  s h o w e d  n e t  lo s s e s . B y  t h e  m o n t h  o f  A p r i l  t h e  
C o r p o r a t io n 's  lo s s e s  w e r e  p u t  a t  190 m i l l io n  l e m p i r a s .  I n  a d d i t io n ,  s e v e ra l  e n t e r p r i s e s  w e r e  s h u td o w n  
o r  w e r e  o p e r a t i n g  a t  le v e ls  f a r  b e lo w  t h e i r  i n s ta l l e d  c a p a c ity . I n  v ie w  o f  th i s  s i tu a t io n ,  t h e  g o v e r n m e n t  
d e c id e d  to  u n d e r t a k e  a  p l a n  to  t r a n s f e r  e n t e r p r i s e s  f ro m  th e  C o r p o r a t io n 's  p o r t f o l i o  to  t h e  p r iv a t e  
s e c to r  b y  m e a n s  o f  p u b l ic  b id d in g  o r  d i r e c t  n e g o t i a t i o n ,  w h i le  m a i n t a i n i n g  t h e  a t t e m p t s  to  r e v iv e  
s o m e  o f  t h e m .16 E v e n  so , t h e  s i tu a t io n  o f  th i s  i m p o r t a n t  g r o u p  o f  e n t e r p r i s e s  ( in  t h e  a r e a s  o f  h o te l s ,  
c e m e n t ,  t e x t i l e s ,  fo o d  a n d  p a p e r )  s t i l l  r e m a in e d  e x t r e m e ly  p r e c a r io u s ,  a n d  in s te a d  o f  b e in g  a  c o r e  o f  
d y n a m is m  a n d  d e v e lo p m e n t  f o r  t h e  in d u s t r i a l  s e c to r  — as h a d  b e e n  th e  o r ig in a l  id e a —  th i s  g r o u p  h a d  
u n f a v o u r a b le  e f fe c ts  o n  t h e  e v o lu t io n  o f  t h e  s e c to r .
12 See Foundation for Entrepreneurial Research and Development (FISE), Resumen del estudio efectuado a la industria de la confección, 
Tegucigalpa, D .C .June 1985.
13 In the development strategy of the past ten years, forest industries complexes for pulp and paper production have played a major role. 
In 1977 the Olancho Forest Industries Corporation was established, with an investment programme which included the installation of two 
sawmills —of which only that in Bonito Oriental has been constructed— and the entry into operation of a plant which would produce pulp and 
kraft paper.
14 The Agricultural Co-operative for the Development and Industrialization of the African Palm raised its oil production by 25%, 
increasing its yields. The enterprise, made up of peasants benefited by the Aguan Valley settlement process, has 10 200 hectares planted with 
African palm and its own industrial plants for oil extraction.
n The National Investment Corporation (CONADI) was established in July 1974 as an agency for the promotion and financing of the 
country's industrial development, playing a leading role during the second half of the seventies. At the end of that period its financial situation 
became increasingly critical, until in 1982 it suspended its credits, its investments in stocks and its role as backer of the private sector, 
concentrating exclusively on recovering its debts.
16 National Congress Decree No. 161-85, dated 26 September 1985, taking into consideration:!) the government effort to overcome the 
present CF is is by means of export promotion; ii) the fact that it pertains to the State to set up the bases for furthering the development of private 
production; and iii) the heavy financial burden which the central government has had to face in effecting payments on behalf of CONADI, 
decided on the sale of assets to the private sector and the adoption of the necessary measures to clear up the financial situation of enterprises. In 
addition, article 14 of the above instrument authorizes other major State enterprises (the Honduran Forestry Development Corporation, the 
Honduran Banana Corporation and the National Bank for Agricultural Development) to arrange for the transfer of their investments in 
enterprises, equity participation and other assets to the private sector in a similar way to that decreed for CONADI.
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W i t h  r e g a r d  to  th e  s lu m p  e x p e r ie n c e d  b y  th e  m a n u f a c tu r in g  s e c to r  d u r in g  th e  y e a r ,  i t  is  w o r th  
n o t in g  th e  e f fo r ts  m a d e  b y  th e  S ta te  to  a c h ie v e  its  r e c o v e ry :  th e  I n d u s t r i a l  D e v e lo p m e n t  F u n d  a n d  th e  
I n d u s t r i a l  R e c o v e ry  P r o g r a m m e  in c re a s e d  th e  a m o u n t  o f  c r e d i t  g r a n te d ;  th e  M o n e ta ry  P r o g r a m m e  
c o n f i rm e d  th e  m e a s u re s  e n v is a g e d  in  th e  sp e c ia l  s y s te m  fo r  i m p o r t  p a y m e n ts  a n d  s e l f - f in a n c in g ,  a s  a 
m e a n s  o f  e x p e d i t i n g  th e  p r o c u r e m e n t  o f  r a w  m a te r ia l s  f ro m  a b ro a d ;  a n d  fiscal in c e n t iv e s  fo r 
i n d u s t r i a l  d e v e lo p m e n t  c o n t in u e d  to  b e  g r a n t e d  th r o u g h  th e  p r o m u lg a t io n  in  A p r i l  o f  a  sp e c ia l la w  
— D e c r e e - L a w  4 9 - 8 5 —  w h ic h  p r o v id e d  fo r ta x  e x e m p t io n s  o n  c a p i ta l  g o o d s  im p o r te d  b y  f i rm s  w h o s e  
p r o d u c t s  i n c o r p o r a t e  a t  le a s t  4 0 %  o f  d o m e s t ic  a d d e d  v a lu e .
F in a l ly ,  m e n t io n  sh o u ld  b e  m a d e  o f  th e  g r o w th  in  lo a n s  b y  th e  n a t io n a l  b a n k in g  s y s te m  to  
m a n u f a c tu r in g  ( 2 5 % ) ,  w h ic h ,  a lo n g  w i th  th e  s l ig h t  in c r e a s e  in  p r iv a t e  i n v e s tm e n t ,  m a y  b e  a n  
i n d ic a t io n  o f  a n  in c ip i e n t  p r o c e s s  o f  r e p l e n i s h m e n t  o f  th e  c a p i ta l  w h ic h  h a s  b e e n  s t r o n g ly  e ro d e d  by  
th e  c r is is  a f fe c tin g  th e  s e c to r .
iii)  Construction. T h is  s u b s e c to r  e x p e r ie n c e d  a  c o n t r a c t io n  o f  1 .5%  d u r in g  th e  y e a r ,  as a  r e s u l t  
o f  th e  lo w e r  p e r f o r m a n c e  o f  p u b l ic  i n v e s tm e n t  ( a ffe c te d  in  p a r t i c u la r  b y  th e  t e r m in a t i o n  o f  la rg e  
i n v e s tm e n t s  in  th e  e le c tr ic i ty  s e c to r )  a n d  o f  th e  s m a l le r  i n v e s tm e n t  in  u r b a n  d w e l l in g s ,  w h ic h  w a s  
s l ig h t ly  o f fs e t  b y  c o m m e r c ia l  b u i ld in g  a n d ,  to  a  le s s e r  e x te n t ,  b y  in d u s t r ia l  c o n s t ru c t io n .  A s  n o te d  
b e lo w , th i s  s i t u a t io n  le d  to  a  fall in  e m p lo y m e n t  a n d  in  d e m a n d  in  so m e  o f  th e  m a in  in d u s t r i e s  w h ic h  
s u p p ly  th e  c o n s t r u c t io n  s e c to r  ( s e e  ta b le  6 ).
A s  r e g a r d s  h o u s in g ,  i t  w a s  fo u n d  th a t  t w o - th i r d s  o f  th e  p o p u la t i o n  w e r e  a ffe c te d  b y  in a d e q u a te  
h o u s in g  c o n d i t io n s ,  a n d  t h a t  t h e r e  w a s  s ig n i f ic a n t  p o t e n t i a l  d e m a n d  fo r r e s id e n t ia l  c o n s t ru c t io n .  
H o w e v e r ,  th i s  a c t iv i ty  h a d  s h o w n  a d e c l in in g  t r e n d  s in c e  19 8 0  a n d , t o g e th e r  w i th  th e  in d u s t r ia l  
s e c to r ,  h a d  b e e n  o n e  o f  t h o s e  m o s t  a f fe c te d  b y  th e  c r is is ,  d u e  to  th e  lo w  e f fe c tiv e  d e m a n d  a n d  f in a n c in g  
r e s t r i c t io n s .  T h e  c o n t r a c t io n  in  1985 m a y  b e  r e la te d  to  th e  c o m p le t io n  o f  v a r io u s  p r o je c ts  in  u r b a n  
a n d  ru r a l  a r e a s ,  w h ic h  h a d  re a c h e d  th e i r  h ig h e s t  le v e ls  o f  i n v e s tm e n t  in  th e  p r e v io u s  y e a r  ( th e  
B u i ld in g  P r o g r a m m e ,  I m p r o v e m e n t  P r o g r a m m e  a n d  N a t i o n a l  R u r a l  H o u s in g  P r o g r a m m e  o f  th e  
N a t io n a l  H o u s in g  I n s t i t u t e ) ,  a n d  to  th e  in f lu e n c e  o f  th e  u p c o m in g  e le c t io n s  o n  p u b l ic  a n d  p r iv a te  
i n v e s tm e n t .  I n  O c to b e r  th e  N a t io n a l  C o n g r e s s ,  t h r o u g h  D e c r e e  1 8 4 -8 5 , c a n c e lle d  th e  ju r id ic a l  
i n s t r u m e n t  w h ic h  h a d  e s ta b l is h e d  th e  N a t io n a l  H o u s in g  F in a n c e  A g e n c y  a n d  p ro c e e d e d  to  se t  u p  th e  
H o u s in g  F u n d ,  m a n a g e d  in  t r u s t e e s h i p  b y  th e  C e n tr a l  B a n k  o f  H o n d u r a s ,  fo r  th e  p u r p o s e  o f  a p p ly in g  
th e  g o v e r n m e n t  c r e d i t  p o lic y , p r o m o t i n g  s a v in g s  a n d  lo a n  s y s te m s  fo r  h o u s in g ,  f u r th e r in g  in v e s t ­
m e n t  in  th e  s e c to r ,  a n d  fo s te r in g  h o u s in g  a c tiv ity  in  g e n e r a l .17
T ab le  6
H O N D U R A S :  I N D IC A T O R S  O F  C O N S T R U C T I O N  A C T I V IT Y
G r o w t h i  rates
A re a  c o n s tru c te d  
( th o u sa n d s  o f  m 2) 
T o ta l
1975 1980 1983 1 98 4 1985" •
1982 1983 1984 1985°
2 25 322 198 2 7 7 2 8 0 27.3 -40.4 3 9 .9 1.1
R e sid en tia l 130 2 3 8 154 195 181 34.6 -42.5 26.6 -7 .2
P ro d u c t io n  o f  so m e 
c o n s tru c t io n  m a te r ia ls  
C e m e n tc 7 2 29 11 4 2 2 12 569 8 177 -1 0 .8 7 5 .0 10.0 -3 4 .9
F ib re -c e m e n t p an e ls  (m 2) 3 030 1 8 78 2 091 2 562 -8.5 22.1 11.3 22.5
E m p lo y m e n t 
( th o u sa n d s  o f  p e rso n s ) 26.3 27 .9 29-1 29.7 27.0 1.4 1.4 2.0 -9.1
Source: ECLAC, on the basis of figures provided by the Central Bank of Honduras.
"Preliminary figures. ’’This refers to applications for building permits for private urban constructions in the Central District,San Pedro
Sula and La Ceiba, and covers the period from October 1 of the preceding year to September 30 of the year under study. It may differ from the 
actual building work carried out. ’ Thousands of 42.5 kg bags.
17 The National Housing Finance Agency was established in 1975 to be responsible for the promotion of this activity by channelling 
financial resources to it, especially for the purchase, extension, repair, remodelling and refinancing of dwellings. After the implementation of 
various projects, particularly of some designed to meet the demand of the middle-income population, by the beginning of the present decade it 
was recording losses in its financial statements, leading to an increasing inability to keep up payments and to loss of capital. As this prevented it 




HONDURAS: ELECTRICITY SUPPLY AND DEMAND
Millions of kWh Growth rates
1981 1982 1983 1984 1985° 1981 1982 1983 1984 1985°
T o ta l su p p ly 979 1 037 1 125 1 157 1 378 8.9 5.9 8.5 2 .8 19.2
N e t  p ro d u c tio n 968 1 022 977 985 1 286 9.9 5.6 -4.5 0.9 30.6
Im p o rts 11 15 148 172 92 -40.4 35.8 903.4 15.6 -46.5
T o ta l d em an d 979 1 037 1 125 1 157 1 378 8.9 5.9 8.5 2 .8 19.2
D o m e s tic  co n su m p tio n 841 855 921 978 1 065 9.4 1.7 7.7 6.2 8.9
R e sid en tia l 239 264 281 291 330 13.4 10.3 6.5 3.3 13.5
C o m m erc ia l 123 132 137 151 181 5.3 6.7 4.3 10.1 19.4
In d u str ia l 402 400 439 462 484 6.1 -0.4 9.3 5.3 4 .8
P u b lic  offices 36 30 38 41 43 14.1 -16.2 23 .6 8.8 5.4
S tre e t lig h tin g 21 19 25 28 27 10.3 -10.3 28.1 13.4 -3.2
O th e r ' 20 10 1 5 - 112.8 -50.0 -90.0 4 00 .0 -
E x p o rts 18 9 2 6 134 96.7 -50.3 -81.8 243 .8 2  338.2
L osses 120 173 202 173 179 -1.2 43 .8 16.8 -14.4 3.5
Source: ECLAC, on the busis of official figures provided by the National Electric Energy G>rporation (ENEE) and the Centra] Bank of 
Honduras.
"Preliminary figures. Net production = gross production - consumption by the power stations themselves. ’ Refers to sales toother
systems and free consumption. Refers to losses in transformation and distribution.
F in a l ly ,  in  l in e  w i th  t h e  r e l a t i v e  d y n a m is m  o f  c o m m e r c e ,  c o m m e r c ia l  c o n s t r u c t io n  c o n t in u e d  to  
g r o w  c o n s id e ra b ly  ( 3 3 % ) ,  w h i le  p u b l ic  s e c to r  c o n s t r u c t io n  w a s  d i r e c te d  to w a r d s  r o a d  in f r a s t r u c tu r e ,  
t h e  h e a l th  a r e a  a n d  th e  e x t e n s io n  o f  t h e  n a t io n a l  t e l e p h o n e  sy s te m .
iv )  Basic services. I n  t h e  e v o lu t io n  o f  b a s ic  s e rv ic e s  e le c tr ic i ty  g e n e r a t i o n  h a d  a  c o n s id e ra b le  
in f lu e n c e .  I n  M a r c h  1985  t h e  " E l C a jó n "  h y d r o e le c t r i c  p r o je c t  e n t e r e d  in to  o p e r a t i o n .  T h e  c o m p le t io n  
o f  th i s  p r o je c t ,  w h ic h  h a s  a n  i n s ta l l e d  c a p a c ity  o f  2 9 0  M W  a n d  c a n  p r o d u c e  1 2 4 0  G W h  o f  e le c tr ic i ty ,  
m e a n s  t h a t  f u tu r e  g e n e r a t i n g  c a p a c ity  w i l l  b e  o v e r  t h r e e  t im e s  g r e a t e r .18 W i t h  t h e  e n t r y  in to  
o p e r a t i o n  o f  th i s  p r o je c t ,  e le c tr ic i ty  p r o d u c t io n  s ig n if ic a n t ly  in c r e a s e d  ( 3 1 % )  a n d  e n e r g y  im p o r t s  
w e r e  c o n s id e ra b ly  r e d u c e d  ( - 4 7 % ) ,  w h i le  a t  t h e  s a m e  t im e  e n e r g y  e x p o r t s  w e r e  in c r e a s e d . T h e  b ig g e r  
o u tp u t  o f  h y d r o e le c t r i c  p o w e r  m e a n t  a n  im p o r t a n t  c h a n g e  in  t h e  to t a l  e n e r g y  s u p p ly  o f  t h e  c o u n t r y ,  
n o t  o n ly  in  s iz e  b u t  a ls o  in  s t r u c tu r e ,  s in c e  t h e r m a l  g e n e r a t i o n  w a s  re d u c e d ,  r e s u l t i n g  in  a  s u b s ta n t i a l  
s a v in g  o n  fu e l im p o r t s .
W i th  r e g a r d  to  d o m e s t ic  d e m a n d ,  t h e  a b o v e - m e n t io n e d  c h a n g e  in  g e n e r a t i o n  le d  to  a  r i s e  in  
d o m e s t i c  e le c t r ic i ty  c o n s u m p t i o n  in  s p i t e  o f  t h e  s lu g g is h  g r o w t h  o f  t h e  g lo b a l  p r o d u c t  a n d  m a d e  
p o s s ib le  m o r e  r e l ia b le  s u p p ly  o f  t h e  c o m m e r c ia l ,  r e s id e n t i a l  a n d  in d u s t r i a l  s e c to rs .  I n  o r d e r  to  b e  a b le  
to  h o n o u r  i t s  f in a n c ia l  c o m m i t m e n t s ,  t h e  N a t i o n a l  E le c t r i c  E n e rg y  C o r p o r a t io n  r a i s e d  i ts  ta r i f f s  ( s e e  
ta b le  7 ) .
v )  Other services. A m o n g  th e s e  a c t iv i t ie s ,  w h o s e  g r o w th  w a s  a lm o s t  3 % ,  t h e  f a v o u ra b le  
p e r f o r m a n c e  o f  c o m m e r c e  a n d  f in a n c ia l  s e rv ic e s  s h o u ld  b e  e m p h a s i z e d ,  t h e  l a t t e r  w i t h i n  a  f r a m e w o rk  
o f  a  r e la t iv e ly  h ig h  p r o f i ta b i l i ty .
c )  Evolution o f  em ploym ent and unem ploym ent
O n e  o f  t h e  m o s t  c ru c ia l  p r o b le m s  w h ic h  t h e  H o n d u r a n  e c o n o m y  h a d  to  fa c e  d u r in g  t h e  y e a r  w a s  
t h e  g r o w in g  u n e m p lo y m e n t .  A l th o u g h  t h e  c o u n t r y 's  in d ic a to r s  d o  n o t  p e r m i t  a n  e x a c t  k n o w le d g e  o f  
t h e  s i t u a t io n ,  o ff ic ia l e s t im a t e s  in d ic a te d  t h a t  o p e n  u n e m p lo y m e n t  w a s  c lo s e  to  1 2 %  a n d  e q u iv a le n t  
u n e m p l o y m e n t  w a s  a r o u n d  2 5 % ,  s h o w in g  t h a t  t h e  e v o lu t io n  o f  e c o n o m ic  a c tiv ity  w a s  s t i l l  n o t
18 See College of Mechanical, Electrical and Chemical Engineers of Honduras, Revista Técnica de Ingeniería, No. 2, Tegucigalpa, D.C., 
December 1985, p. 9. The project is the result of 15 years of studies and research which began in the 1960s and were finally completed in June 
1980. The total investment involved was 1 300 million lempiras, and there are plans for a second stage which would expand the installed capacity 
by a further 300 MW.
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su f f ic ie n t  to  a b s o rb  t h e  in c r e a s in g  la b o u r  su p p ly . I n  fac t, e m p lo y m e n t  o n ly  g r e w  2 .6 % ,  w h i le  t h e  
e c o n o m ic a l ly  a c t iv e  p o p u l a t i o n  in c r e a s e d  b y  3 .8 %  ( s e e  t a b le  8 ).
T h e  g r o w t h  in  u n e m p l o y m e n t  d u r in g  t h e  y e a r  w a s  r e l a t e d  to  t h e  fa ll in  p r o d u c t io n  in  s o m e  
i m p o r t a n t  s e c to r s :  m a n u f a c tu r in g  a n d  c o n s t r u c t io n .  I n d u s t r i a l  e m p lo y m e n t  — w h ic h  in  th e  la s t  f iv e  
y e a r s  h a s  b e e n  m o s t  a f fe c te d  b y  th e  c r i s i s —  s h r a n k  d u e  to  t h e  d e t e r i o r a t i o n  o f  p r o d u c t io n  in  s o m e  
b r a n c h e s .  T h e  t e m p o r a r y  o r ,  in  c e r t a in  c a s e s , p e r m a n e n t  s h u td o w n  o f  c e r t a in  m e a t  p a c k in g  c o m p a n ­
ie s  a n d  f o r e s t  i n d u s t r i e s  r e s u l t e d  in  la y o ffs , a n d  t h e r e  w e r e  a ls o  c o n f l ic ts  in  t h e  t e x t i l e  in d u s try .
In  c o n s t r u c t io n ,  t h e  m a jo r i ty  o f  w o r k e r s  e n g a g e d  in  t h e  " E l C a jo n "  p r o je c t ,  a s  w e l l  a s  m a n y  
w o r k e r s  in  h ig h w a y  a n d  r o a d  c o n s t r u c t io n  a n d  r e p a i r  w e r e  le f t jo b le s s  a s  s o m e  p r o je c t s  w e r e  
c o m p le te d .  I n  t h e  l a t t e r  c a s e , la y o ffs  g a v e  r i s e  to  la b o u r  c o n f l ic ts .
I n  m in in g ,  t h e  lo w e r  p r o f i t a b i l i ty  — d u e  to  a  d r o p  in  t h e  i n t e r n a t io n a l  p r ic e s  o f  t h e  s e c to r 's  
p r o d u c t s —  p r o m p t e d  a  s e a rc h  fo r  s o lu t io n s  a im e d  a t  r e d u c in g  o p e r a t i o n a l  c o s ts ,  a n d  th i s  a ffe c te d  
e m p lo y m e n t ,  g iv in g  r i s e  to  t e n s io n s  b e tw e e n  w o r k e r s  a n d  m a n a g e m e n t .
A s  r e g a r d s  a g r ic u l tu r e ,  t h e  le v e ls  o f  o p e n  u n e m p lo y m e n t  a n d  u n d e r e m p lo y m e n t  — s tru c tu r a l ly  
h ig h  in  t h e m s e lv e s —  s e e m  to  h a v e  in c r e a s e d  s t i l l  f u r th e r  o n  a c c o u n t o f  t h e  s lo w e r  g r o w th  r a te ,  
p a r t i c u l a r ly  in  p r o d u c t i o n  f o r  d o m e s t ic  c o n s u m p t io n .
L ik e w is e ,  e a r ly  in  t h e  y e a r  p r o b le m s  a ro s e  in  t h e  p i n e a p p l e  p l a n t a t i o n s ,  a n d  th e  lo w e r  c o t to n  
a n d  w a t e r m e l o n  p r o d u c t io n  in  t h e  S o u th  o f  t h e  c o u n t r y  s e e m s  to  h a v e  le d  to  a  d r o p  in  t h e  s e a s o n a l  
d e m a n d  fo r  m a n p o w e r .
D u r i n g  t h e  y e a r  t h e  c e n t r a l  g o v e r n m e n t  to o k  s o m e  i n i t i a t i v e s  a im e d  a t  r e d u c in g  th e  e m p lo y ­
m e n t  p r o b l e m  b y  i m p l e m e n t i n g  a  p r o g r a m m e  to  g e n e r a t e  m o r e  jo b s .
T h e  p r o b l e m  o f  u n e m p l o y m e n t  a n d  o f  u n d e r - u t i l i z a t i o n  o f  t h e  h u m a n  f a c to r  — w i th  its  
im p l i c a t i o n s  fo r  t h e  le v e ls  o f  in c o m e  a n d  w e l f a r e  o f  t h e  p o p u l a t i o n —  w a s  c le a r ly  o n e  o f  t h e  m o s t  
d i s tu r b in g  f e a tu r e s  o f  e c o n o m ic  e v o lu t io n  in  1985 a n d  w il l  t h e r e f o r e  c a ll  f o r  s p e c ia l  a t t e n t i o n  in  1986 .
3. T h e  e x t e r n a l  s e c to r
D u r i n g  1 9 8 5 , t h e  m a i n  e x t e r n a l  s e c to r  v a r ia b le s  s h o w e d  s ig n i f ic a n t  d y n a m is m , a l lo w in g  fo r  g r e a te r  
e a s e  in  e x t e r n a l  p u r c h a s e s  o f  g o o d s  a n d  s e rv ic e s ,  a l t h o u g h  th e  e x t e r n a l  im b a la n c e  s t i l l  r e m a in e d  
s u b s ta n t i a l .  T h e  b a l a n c e - o f - p a y m e n t s  c u r r e n t  a c c o u n t  d e f ic i t  c o n t in u e d  to  b e  e q u iv a le n t  to  11 %  o f  t h e  
g r o s s  d o m e s t i c  p r o d u c t .
T a b le  8
H O N D U R A S :  E V O L U T IO N  O F  T H E  E C O N O M IC A L L Y  A C T IV E  
P O P U L A T I O N  A N D  U N E M P L O Y M E N T
E c o n o m ic a lly  a c tiv e  
p o p u la t io n  
T h o u sa n d s  o f  p e rso n s
1980 1981 1982 1983 1984 1985°
1 069 1 112 1 159 1 210 1 256 1 304
In d e x 100.0 104.0 108.4 113.4 117.5 122.0
O p e n  u n e m p lo y m e n t
T h o u sa n d s  o f  p e rso n s 94.0 100.0 107.0 115.0 134.0 152.0
In d e x 100.0 106.4 113.8 122.3 142.6 161.7
R a te  o f  u n e m p lo y m e n t
E q u iv a le n t 15.2 18.3 21.1 22.9 23.9 24.5
O p e n 8.8 9.0 9.2 9.5 10.7 11.7
M a n u fa c tu r in g 9.4 9.6 9.8 10.2 11.7 15.4
C o n s tru c tio n 14.7 15.5 16.3 16.8 17.6 25.9
P a r t ic ip a t io n 45.1 45.1 45.1
Source: ECLAC, on the basis of figures from the Technical Secretariat of CONSUPLANE.





HONDURAS: EXPORTS OF GOODS, FOB
M illio n s o f  d o llars
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1980 1985° 1982 1983 1984 1985°
T o ta l 699 746 821 100.0 100.0 -13.7 3.2 6.7 10.0
C e n tra l A m e ric a 61 48 30 9.9 3.7 -21.3 22.0 -21.3 -37.5
R e s t 638 698 791 90.1 96.3 -6.1 0.6 9.4 13.3
M a in  tr a d i tio n a l
e x p o r ts 532 585 651 73.1 79.3 -7.1 0.5 10.0 11.2
B a n an as 211 241 295 26.8 35.9 2.4 -7.0 14.2 22.5
Coffee 157 169 178 24.0 21.7 -11.4 -1.2 7.6 5.1
W o o d 42 36 34 4.2 4.1 3.5 -9.6 -14.3 -6 .9
C hilled  m ea t 33 23 23 7.2 2.8 -26.5 -7.6 -30.3 1.1
S h rim p s  and  lo b ste rs 38 52 53 2.7 6.5 6.6 28.6 36.8 1.9
Z in c 17 32 34 1.2 4.2 -2.5 68.9 88.2 7.1
S ilver 18 16 15 3.8 1.8 -40.8 88.8 -11.1 -5 .8
C o tto n 5 8 8 1.5 1.0 -48.0 -35.0 60.0 2.5
T obacco 11 8 11 1.7 1.3 -19.2 0.3 -22.7 25.7
N o n - t r a d i t io n a l
e x p o r ts 167 161 170 26 .9 20.7 -30.2 5.0 -3 .6 5.6
W o o d  m an u fac tu res 10 9 5 1.4 1.3 -17.2 0.1 -12.4 -37.5
U n re fin e d  sugar 29 26 21 5.5 2.6 -53.6 28.9 -7.9 -16.6
Soap 12 6 4 1.5 0.5 -24.8 13.1 -45.5 -33.3
O th e rs 116 120 140 18.5 16.3 -40.6 -0.9 3.4 16.7
Source: ECLAC, on the basis of official figures provided by the Central Bank of Honduras. 
"Preliminary figures.
T h e  v o lu m e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  g r e w  c o n s id e ra b ly ,  so  t h a t  t h e  v a lu e  o f  e x te r n a l  
s a le s  in c r e a s e d  b y  7 % ,  a l t h o u g h  t h e i r  u n i t  v a lu e  d e c l in e d  b y  1 % . I m p o r t s ,  f o r  t h e i r  p a r t ,  g r e w  a t  a  
r e la t iv e ly  d y n a m ic  r a t e ,  w h ic h  e v e n  a l lo w e d  th e  r e p l e n i s h m e n t  o f  s o m e  s to c k s ,  p a r t i c u la r ly  o f  
c o n s u m e r  g o o d s ,  a l t h o u g h  s o m e  o f  t h e  d e m a n d  fo r  e x t e r n a l  p u r c h a s e s  s t i l l  r e m a in e d  u n s a t is f ie d .  T h e  
t r a d e  d e f ic i t  in c r e a s e d  b y  4 6 %  w i th  r e s p e c t  to  t h a t  o f  t h e  p r e c e d in g  y e a r ,  w h i le  t h e  b a la n c e -o f -  
p a y m e n t s  c u r r e n t  a c c o u n t  d e f ic i t  w e n t  u p  b y  o v e r  2 0 % ,  r e a c h in g  th e  h ig h e s t  a b s o lu te  v a lu e  f o r  t h e  
la s t  t e n  y e a r s .
T h is  d e f ic i t  w a s  c o v e r e d  b y  t h e  in f lo w  o f  l o n g - te r m  c a p i ta l  a n d  th e  in c r e a s e  in  o ffic ia l t r a n s f e r s  
( 6 3 % ) ,  w h ic h  m o r e  t h a n  m a d e  u p  f o r  t h e  d e c r e a s e  in  o ff ic ia l lo a n s  r e c e iv e d . T h u s ,  t h e  to ta l  b a la n c e  
s h o w e d  a n  in c r e a s e  in  r e s e r v e s .  H o w e v e r ,  t h e r e  r e m a in e d  s o m e  o u t s t a n d in g  c o m m i tm e n t s  b o th  in  
r e s p e c t  o f  i m p o r t s  a n d  o f  d e b t  s e r v ic in g  w h ic h  w a s  s t i l l  b e in g  r e n e g o t ia te d .
a )  Merchandise trade
i)  Exports. T h e  v a lu e  o f  e x p o r t s  o f  g o o d s  in c r e a s e d  1 0 %  w i th  r e s p e c t  to  1 9 8 4 , a s  a  r e s u l t  o f  t h e  
l a r g e r  v o lu m e  o f  e x t e r n a l  s a le s  ( s e e  ta b le  9 ).
T h e  d y n a m is m  s h o w n  b y  t r a d i t i o n a l  e x p o r t s  r e f le c te d  t h e  f a v o u ra b le  e v o lu t io n  o f  s a le s  o f  
b a n a n a s  ( t h e  l e a d in g  i t e m ) ,  c o ffe e , s h r i m p s  a n d  lo b s te r s ,  z in c ,  to b a c c o  a n d , to  a  le s s e r  e x t e n t ,  o f  m e a t  
a n d  c o t to n ,  w h e r e a s  t h e r e  w a s  a  d r o p  in  e x p o r t s  o f  w o o d  a n d  s ilv e r . A s  s p e c if ie d  b e lo w , in  s e v e ra l  
c a s e s  t h e  l a r g e r  v o lu m e  w a s  d u e  to  t h e  r e d u c t io n  o f  a c c u m u la te d  s to c k s , s in c e  p r o d u c t iv e  su p p ly  
s h r a n k  a s  a  r e s u l t  o f  t h e  d e t e r i o r a t i o n  in  t h e  e x p o r t a b l e  b a se .
T h e  e v o lu t io n  o f  b a n a n a  s a le s  w a s  s p u r r e d  b y  a n  i m p r o v e m e n t  in  i n t e r n a t io n a l  p r i c e s ,  b y  t h e  
s u s ta in e d  r e c o v e ry  o f  t h e  p l a n t a t i o n s ,  a n d  b y  th e  f a v o u ra b le  e f fe c ts  o f  t h e  g o v e r n m e n t  e x p o r t
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p r o m o t i o n  m e a s u r e s .19 E v e n  so , h o w e v e r ,  t h e  e f fe c ts  o f  t h e s e  p o s i t iv e  d e v e lo p m e n t s  o n  th e  e c o n o m y  
a s  a  w h o le  a p p e a r  to  h a v e  b e e n  le s s  t h a n  in  t h e  p a s t ,  d u e  to  t h e  lo w e r  s h a re  o f  f o r e ig n  e x c h a n g e  
p u r c h a s e d  b y  t h e  n a t io n a l  b a n k in g  s y s te m  in  r e l a t i o n  to  t h e  to ta l  e x p o r t  v a lu e s ,  t h e  t e n d e n c y  o f  e x p o r t  
c o m p a n ie s  to  r e d u c e  t h e i r  a c t iv i t ie s  in  t h e  f ie ld  o f  p r o d u c t io n ,  a n d  t h e  in c r e a s in g  r e m i t t a n c e  o f  
p r o f i t s .
W i th  r e g a r d  to  c o f fe e , t h e  5 %  in c r e a s e  in  e x t e r n a l  s a le s  w a s  d u e  to  a  5 .4 %  in c r e a s e  in  t h e  
q u a n tu m ,  a lo n g  w i th  a  s l ig h t  d r o p  in  p r ic e s ,  a l th o u g h  th e s e  t e n d e d  to  r i s e  in  t h e  t h i r d  q u a r t e r  o f  t h e  
y e a r  b e c a u s e  o f  t h e  lo s s e s  in  t h e  B r a z i l i a n  p l a n t a t i o n s  a n d  th e  p r o s p e c t s  o f  a  s h a r p  d e c l in e  in  t h a t  
c o u n t r y 's  e x p o r t a b l e  p r o d u c t io n .
I n  t h e  c a se  o f  w o o d , t h e r e  w e r e  v a r io u s  f a c to r s  w h ic h  c o n t r ib u te d  to  t h e  s t r o n g  c o n t r a c t io n  in  
t h e  v o lu m e  e x p o r te d :  t h e  a lre a d y  m e n t i o n e d  p r o d u c t io n  p r o b le m s  ( th e  m o s t  i m p o r t a n t  f a c to r ) ,  t h e  
c o n t r a c t io n  in  t h e  C a r ib b e a n  m a r k e t  ( m o n e ta r y  r e s t r i c t i o n s  in  T r in id a d  a n d  T o b a g o ,  p h y to s a n i t a r y  
p r o b l e m s  a n d  t e r m s  o f  p a y m e n t  a n d  p r i c e s  in  t h e  c a s e  o f  t h e  D o m in ic a n  R e p u b l ic  a n d  P u e r to  R ic o )  
a n d  t h e  c o m p e t i t i o n  o f  U n i t e d  S ta te s  e x p o r t s 20 ( s e e  t a b le  10).
R e g a r d i n g  e x t e r n a l  s a le s  o f  m e a t ,  t h e  g r o w th  in  t h e  v o lu m e  o f  e x p o r t s  ( 1 6 .6 % )  w a s  r e la te d  to  
s a le s  to  M e x ic o  u n d e r  t h e  t r a d e  a g r e e m e n t  s ig n e d  in  D e c e m b e r  o f  t h e  p r e c e d in g  y e a r  a n d  to  a n  
in c r e a s e  in  t h e  q u o ta  f o r  t h e  U n i t e d  S ta te s  m a r k e t .  H o w e v e r ,  t h e  e f fe c t o f  th i s  in c r e a s e  in  v o lu m e  w a s  
c o u n te r a c t e d  b y  a  fa ll in  p r ic e s ,  t h u s  le a v in g  th e  e x p o r t  v a lu e  a lm o s t  u n c h a n g e d  in  r e l a t i o n  to  1984 . I n  
a d d i t io n ,  l iv e  c a t t le  w e r e  e x p o r t e d  to  s o m e  C e n tr a l  A m e r ic a n  c o u n t r i e s  d u r in g  t h e  y e a r .
O u t s t a n d in g  a m o n g  n o n - t r a d i t i o n a l  e x p o r t s  w a s  t h e  s h a r p  d r o p  in  t h e  v a lu e  o f  s u g a r  e x p o r t s ,  
d u e  to  a  c o n s id e r a b le  fa ll in  p r ic e  ( -3 7 % )  w h o s e  e ffe c t e x c e e d e d  t h e  s ig n i f ic a n t  in c r e a s e  in  v o lu m e  
( a lm o s t  3 3 % )  w h ic h  w a s  b a s ic a lly  a c h ie v e d  b y  d r a w in g  o n  s to c k s  ( s e e  t a b le  10).
ii)  Imports. T h e  v a lu e  o f  i m p o r t s  o f  g o o d s  c o n t in u e d  to  g ro w , a l th o u g h  a t  a  s lo w e r  r a te  t h a n  in  
t h e  p r e c e d in g  y e a r .  T h is  g r o w th  w a s  fa v o u re d  b y  th e  r e la t iv e ly  g r e a t e r  f o r e ig n  e x c h a n g e  a v a i la b i l i ty ;  
b y  t h e  a d o p t io n  o f  m e a s u r e s  a im e d  a t  a c h ie v in g  g r e a t e r  f le x ib il i ty  in  t h e  c o n t r o l  o f  e x t e r n a l  p u r c h a s e s ,  
a n d  b y  t h e  g r e a t e r  f in a n c in g  g r a n t e d  b y  t h e  b a n k in g  s y s te m  to  t h e  p r i v a t e  s e c to r  ( s e e  t a b le  11).
T a b le  10
H O N D U R A S :  E X P O R T S  V O L U M E S  O F  M A I N  P R O D U C T S
T h o u san d s o f  to n s  G ro w th  ra tes
1982 1983 1984 1985" 1982 1983 1984 1985"
B a n an as 813 638 779 882 5.9 -21.6 22.1 13.2
Coffee 57 74 68 71 -15.6 29.5 -8.7 5.4
S ugar 87 106 90 119 5.3 21.4 -15.6 32.9
C hilled  m ea t 16 15 10 11 -32.1 -4.5 -38.4 10.0
Z in c 15 23 31 34 -2.4 57.8 34.8 8.4
S h rim p s  and  lo b ste rs 4 4 4 4 -1.4 18.7 -3.3 3.9
C o tto n 6 3 5 6 -28.2 -46.4 56.4 22.2
L ead 9 12 14 16 -27.5 34.1 18.9 14.1
T obacco 3 3 3 3 -29.4 -1.4 -19.8 20.5
W o o d 6 301 262 238 209 3.8 -13.0 -9.0 -36.4
S ilv e r1 1 211 1 629 2  022 2  342 -23.1 34.6 24.1 15.8
Source: ECLAC, on the basis of figures provided by the Central Bank of Honduras and the Technical Secretariat of CONSUPLANE. 
"Preliminary figures. Thousands of cubic meters. AThousands of troy ounces.
19 The banana export companies have been claiming that costs are high in Honduras and that there has been a loss of competitiveness of 
the Honduran product in relation to other countries. In order to support banana production and exports, the government has applied a policy 
aimed at raising productivity. Thus, decree No. 39-85, dated 18 January 1985, temporarily deferred export tax payments by the Standard Fruit 
Company and on 16 May the National Congress approved decree 44-85, for a period of six years, under which taxes on banana exports are 
gradually reduced when such exports exceed the level of 40 million 40-pound boxes. In 1985,48.5 million boxes were exported. See Ministry of 
Economy and Trade, Memoria 1985, Tegucigalpa, D.C., January 1986.
20 See Technical Secretariat of the Supreme Council for Economic Planning, Department of Foreign Trade, Situación actual y 




HONDURAS: IMPORTS OF GOODS, CIF
Millions of dollars Percentage Growth rates
1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985"
T o ta l 804 917 959 100.0 100.0 100.0 -25 .8 13.0 14.1 4.6
C o n s u m e r  g o o d s 173 204 257 22 .6 23 .3 26 .9 -33 .0 8.7 17.9 26.2
D u rab le 50 71 76 7.8 8.2 8.0 -28.8 -9.2 42.0 7.6
N o n -d u ra b le 123 133 181 14.8 15.1 18.9 -35.0 18.2 8.1 36.2
R a w  m a te r ia ls  a n d  
in te rm e d ia te  g o o d s 504 535 528 52.0 50.8 55.0 -13 .9 15.9 6.2 -1 .4
F ue ls  and  lu b ric an ts 166 185 172 1.8 16.4 17.9 4.2 -2.3 11.4 •7.2
M ate ria ls  for 
ag ricu ltu re 53 59 61 4.7 4.6 6.4 -14.9 13.7 11.3 3.4
M a te ria ls  for 
industry 236 251 249 41 .6 24.7 25.9 -22.1 22.9 6.4 -0.8
M a te ria ls  for 
co n s tru c tio n 49 40 46 3.9 5.1 4.8 -36.3 88.4 -18.4 15.0
C a p ita l g o o d s 125 175 170 25.1 25.7 17.7 -46.7 9.3 38.4 -2 .9
F o r ag ricu ltu re 10 15 16 3.6 2.2 1.7 -50.4 18.0 50.0 6.7
F o r in d u stry 96 134 124 15.5 17.5 12.9 -47.2 16.0 37.5 -7.5
F o r t r a n s p o r t 19 26 30 6.0 6.0 3.1 -43.2 -18.0 36.8 15.4
O th e r  p r o d u c ts 2 3 4 0.3 0.2 0.4 55.8 -39.4 50.0 33.3
Source: ECLAC, on the basis of figures provided by the Central Bank and the Technical Secretariat of CONSUPLANE 
"ECLAC estimates.
I m p o r t s  o f  c o n s u m e r  g o o d s ,  e s p e c ia l ly  n o n - d u r a b le s ,  g r e w  s u b s ta n t ia l ly  a s  a  r e s u l t  o f  t h e  
r e p l e n i s h m e n t  o f  s to c k s  b y  t h e  b u s in e s s  s e c to r ,  t h e  s l ig h t  in c r e a s e  in  p r i v a t e  c o n s u m p t io n ,  a n d , to  
s o m e  e x t e n t ,  t h e  r e p l a c e m e n t  o f  d o m e s t ic  su p p ly  in  m e e t i n g  d o m e s t ic  d e m a n d . T h e  l a t t e r  w a s  d u e  to  
t h e  g r e a t e r  c o m p e t i t i v e n e s s  o f  s o m e  f o r e ig n  p r o d u c t s  c o m p a r e d  w i th  th o s e  m a d e  in  H o n d u r a s .
W i t h  r e g a r d  to  r a w  m a te r i a l s ,  e x t e r n a l  p u r c h a s e s  o f  fu e ls  a n d  lu b r ic a n t s  w e n t  d o w n  m a in ly  
b e c a u s e  o f  t h e  lo w e r  c o n s u m p t i o n  o f  b u n k e r  a n d  d ie s e l  o i l  ( t h a n k s  to  t h e  s u b s t i t u t io n  o f  h y d r o e le c t r i c  
p o w e r  f ro m  t h e  n e w  " E l C a jó n "  p r o je c t  f o r  t h e r m a l  e n e r g y ) ,  t h e  d r o p  in  o il  p r i c e s ,  a n d  t h e  e x is te n c e  
o f  s to c k s  o f  p e t r o l e u m  a n d  p e t r o l e u m  p r o d u c t s  a t  t h e  b e g in n in g  o f  1 985 . O n  th e  o t h e r  h a n d ,  t h e r e  w a s  
a  t r e n d  to w a r d s  t h e  r e p l e n i s h m e n t  o f  s to c k s  o f  c o n s t r u c t io n  m a te r ia ls .
T h e  d e c l in e  in  p u r c h a s e s  o f  e le c tr ic a l  e q u ip m e n t  fo r  t h e  "E l C a jó n "  p r o je c t ,  a s  w e l l  a s , to  a  le s s e r  
e x t e n t ,  t h e  r e la t iv e ly  lo w  d e m a n d  f o r  c a p i t a l  g o o d s ,  le d  to  a  r e d u c t io n  in  i m p o r t s  o f  th i s  k in d  o f  g o o d s .
T w o  p o i n t s  m a y  b e  m a d e  w i th  r e s p e c t  to  t h e  e v o lu t io n  o f  im p o r t s  in  1 985 . F i r s t ly ,  n o t w i t h ­
s ta n d in g  t h e i r  g r o w th ,  t h e i r  c o e f f ic ie n t  in  r e l a t i o n  to  t h e  p r o d u c t  ( 2 8 % )  r e m a in e d  w e l l  b e lo w  t h a t  o f  
1 9 8 0 , w h i le  a r r e a r s  o f  p a y m e n t  in  r e s p e c t  o f  s o m e  e x t e r n a l  p u r c h a s e s  s t i l l  p e r s i s t e d .  S e c o n d ly , t h e  
i n c r e a s e  r e g i s t e r e d  d u r in g  t h e  y e a r  w a s  b a s ic a lly  d u e  to  t h e  p u r c h a s e  o f  c o n s u m e r  g o o d s ,  w h e r e a s  
t h e r e  w a s  a  c o n t r a c t io n  in  p u r c h a s e s  o f  c a p i ta l  g o o d s  a n d  r a w  m a te r i a l s ,  w i th  c le a r  im p l ic a t io n s  f o r  
t h e  p e r f o r m a n c e  o f  t h e  p r o d u c t iv e  sy s te m .
iii)  Regional trade. A c c o r d in g  to  p r e l im in a r y  e s t im a te s ,  t h e r e  w a s  a  s ig n i f ic a n t  c o n t r a c t io n  in  
t r a d e  w i th  C e n t r a l  A m e r ic a .  E x p o r t s  o f  g o o d s  su f fe re d  a  m a r k e d  d e t e r i o r a t i o n  ( -3 7 % )  b e c a u s e  o f  
s e v e ra l  f a c to r s :  lo s s  o f  c o m p e t i t i v e n e s s  o f  H o n d u r a n  p r o d u c t s ,  s h a rp ly  in c r e a s e d  b y  f lu c tu a t io n s  in  
t h e  e f fe c tiv e  e x c h a n g e  r a t e  in  s o m e  c o u n t r i e s ;  p a y m e n t  p r o b le m s  b e c a u s e  o f  a  f o r e ig n  e x c h a n g e  
s h o r ta g e ;  a  d r o p  in  d e m a n d  d u e  to  a  fa ll  in  e c o n o m ic  a c tiv ity  in  t h e  r e s t  o f  t h e  C e n t r a l  A m e r ic a n  
c o u n t r i e s ,  a n d  la s t ly ,  t h e  m e a s u r e s  t a k e n  to  c o p e  w i t h  b a la n c e - o f - p a y m e n ts  p r o b le m s  in  s o m e  c a se s .
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W i t h  r e g a r d  to  i m p o r t s ,  e s t im a te s  c a lc u la te d  o n  t h e  b a s is  o f  t h e  f i r s t  s e v e n  m o n t h s  o f  t h e  y e a r  
in d ic a te  a  s ig n i f ic a n t  r e d u c t io n  ( a lm o s t  2 7 % )  e s p e c ia l ly  in  th o s e  f ro m  G u a te m a la ,  E l  S a lv a d o r  a n d  
N ic a r a g u a .  I t  s h o u ld  b e  n o te d  t h a t  t h e  in f lo w  o f  n o n - r e g i s t e r e d  p u r c h a s e s  d u r in g  t h e  y e a r  w a s  
a p p a r e n t ly  s ig n if ic a n t .
A f te r  a lm o s t  a  y e a r  o f  u n s e t t l e d  d if f ic u lt ie s  in  t h e  t r a d e  w i th  G u a te m a la ,  a  n e w  t r a d e  a g r e e m e n t  
e n t e r e d  in to  e f fe c t in  M a rc h .  H o w e v e r ,  n e w  p r o b le m s  a ro s e  d u e  to  e x c h a n g e - r a t e  f lu c tu a t io n s  in  t h a t  
c o u n try  a n d  to  a n  i n c r e a s e  in  n o n - r e g i s t e r e d  t r a n s a c t io n s ,  w h ic h  h in d e r e d  o n c e  a g a in  t h e  t r a d e  
r e l a t i o n s  b e tw e e n  th e  tw o  c o u n t r ie s .
I n  o r d e r  to  ta c k le  t h e  p r o b le m s  o f  t r a d e  w i th  t h e  r e s t  o f  th e  r e g io n ,  c e r ta in  m e a s u r e s  in  t h e  f ie ld  
o f  t r a d e  a n d  p a y m e n t s  w e r e  a d o p te d .  I n  M a y , t h e  G o v e r n in g  B o a rd  o f  t h e  C e n tr a l  B a n k  o f  H o n d u r a s  
d e c id e d  t h a t  f o r e ig n  e x c h a n g e  f ro m  e x p o r t s  to  C e n tr a l  A m e r ic a  c o u ld  b e  r e t a in e d  b y  e x p o r t e r s  in  
o r d e r  to  p a y  f o r  im p o r t s ,  t r a n s f e r r e d  to  o t h e r  H o n d u r a n  im p o r t e r s ,  o r  c h a n g e d  in to  l e m p i r a s  a t  th e  
f re e  e x c h a n g e  r a te .  L ik e w is e ,  a  s p e c ia l  b a r t e r  m e c h a n is m  w a s  e s ta b l i s h e d  in  o r d e r  to  f a c i l i ta te  t r a d e .
T o w a r d s  t h e  e n d  o f  J u ly , a  t r a d e  a g r e e m e n t  w a s  s ig n e d  w i th  P a n a m a ,  a n d  in  A u g u s t  1 9 8 5 , a n  
e x t e n s io n  o f  t h e  b i l a t e r a l  t r a d e  a g r e e m e n t  w i th  C o s ta  R ic a  w a s  n e g o t ia te d .  I n  a d d i t io n ,  t r a d e  
a g r e e m e n t s  w i th  C o lo m b ia ,  t h e  D o m in ic a n  R e p u b l ic  a n d  V e n e z u e la  c o n t in u e d  to  b e  n e g o t ia te d .
iv )  The terms o f  trade. T h e  t r e n d s  in  t h e  i n t e r n a t io n a l  p r ic e s  o f  s e v e ra l  o f  t h e  c o u n t r y 's  e x p o r t  
p r o d u c t s  c o n t in u e d  to  b e  u n f a v o u ra b le ,  n o t w i t h s t a n d i n g  th e  p o s i t i v e  e f fe c t o f  b a n a n a  p r ic e s ,  a n d  th e  
u n i t  v a lu e  o f  e x p o r t s  r e c o r d e d  a  1.5 %  d e c l in e  in  1 9 8 5 . F u r t h e r m o r e ,  t h e  in c r e a s e  in  t h e  u n i t  v a lu e  o f  
i m p o r t s  le d  to  a  n e w  d e t e r i o r a t i o n  in  t h e  t e r m s  o f  t r a d e ,  m a k in g  a  c u m u la t iv e  lo s s  o f  a  l i t t le  o v e r  2 6 %  
s in c e  1977  ( s e e  ta b le  12). N o n e t h e l e s s ,  a t  t h e  e n d  o f  t h e  y e a r  t h e r e  w e r e  q u i te  f a v o u ra b le  p r o s p e c t s  
f o r  19 8 6  f o r  tw o  o f  t h e  m a in  e x p o r t  p r o d u c t s  (c o ffe e  a n d  b a n a n a s ) ,  a n d  in  s p i t e  o f  t h e  f o r e g o in g  th e  
p u r c h a s i n g  p o w e r  o f  e x p o r t s  r o s e  d u e  to  th e  g r e a t e r  v o lu m e  o f  g o o d s  e x p o r te d .
b )  The balance o f  trade and factor payments
T h e  p e r f o r m a n c e  o f  r e a l  s e rv ic e s  in  t h e  y e a r  w a s  fa v o u re d  b y  a n  in c r e a s e  in  e le c tr ic i ty  e x p o r t s  to  
N i c a r a g u a  a n d  C o s ta  R ic a ,  a n d  b y  th e  d e c l in e  in  p u r c h a s e s  f ro m  th e  l a t t e r  c o u n try  d u e  to  th e  g r e a te r  
d o m e s t i c  e n e r g y  su p p ly .
W i th  r e s p e c t  to  f a c to r  s e rv ic e s ,  p r o f i t s  p a y a b le  o n  d i r e c t  f o r e ig n  in v e s tm e n t  g r e w  b y  2 6 % ;  
h o w e v e r ,  t h e  e n t r y  i n t e r e s t  p a id  d e c l in e d  b y  3 .3 % . F a c to r  p a y m e n t s  s t i l l  r e m a in e d  a  s ig n i f ic a n t  
p h e n o m e n o n  in  t h e  b a la n c e - o f - p a y m e n ts  c u r r e n t  a c c o u n t  im b a la n c e ,  c o m in g  to  r e p r e s e n t  5 0 %  o f  th e  
d e f ic i t  ( s e e  t a b le  13).
T a b le  12
H O N D U R A S :  M A I N  I N D IC A T O R S  O F  E X T E R N A L  T R A D E  I N  G O O D S
1980 1981 1982 1983 1984 1985"
G r o w th  ra te s
E x p o rts
V alu e 12.4 -7.8 -13.7 2.6 10.3 7.2
V o lu m e 0.8 -3.4 -11.6 5.2 6.1 8.8
U n it  value 11.5 -4.6 -2.4 -2.5 4.0 -1.5
Im p o rts
V alu e 21.8 -5.8 -24.2 11.7 11.0 12.0
V olum e 1.9 -12.6 -18.8 14.0 14.0 9.3
U n it  value 19.5 7.8 -6.8 -2.0 -2.7 2.4
T e rm s o f  tra d e -6.7 -11.5




P u rc h a s in g  p o w e r  o f
ex p o rts 100.0 85.4 78.3 81.6 91.6 95.4
V o lu m e  o f  ex p o rts 100.0 96.6 85.5 89.9 95.4 103.8
T erm s o f  tra d e 100.0 88.5 92.6 92.1 98.4 94.7
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Volume of exports of goods, adjusted by the terms of trade index.
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Table 13
H O N D U R A S : B A L A N C E  O F P A Y M E N T S
(Millions o f dollars)
1979 1980 1981 1982 1983 1984 1985°
B a la n ce  o f  c u r re n t  a c c o u n t -205 -331 -321 -249 -260 -311 -378
T rad e  balance -92 -183 -177 -56 -120 -139 -203
E x p o rts  o f  goods and  services 838 942 884 767 797 875 937
G oods FO B 757 850 784 677 694 766 821
R eal serv ices 81 91 100 90 102 109 116
T ra n s p o r t  and  in su ran ce 30 40 39 37 44 45 50
T ravel 21 24 31 25 22 24 25
Im p o rts  o f  goods and  services 930 1 126 1 061 823 917 1 014 1 140
G oods FO B 783 954 899 681 761 844 945
R eal serv ices 147 172 162 142 156 170 195
T ra n s p o r t  and  in su ran ce 79 98 90 69 78 74 94
T ravel 29 31 27 23 21 22 27
F ac to r  serv ices -120 -153 -153 -202 -149 -184 -188
P ro fits -68 -78 -44 -45 -30 -46 -58
In te re s t  received 20 24 18 15 12 12 15
In te re s t  paid -72 -100 -127 -172 -131 -150 -145
U n re q u ite d  p r iv a te  tra n sfe r  p ay m en ts 7 8 9 9 10 12 13
B a la n ce  o n  cap ita l a c c o u n t 225 253 249 203 213 301 389
U n re q u ite d  official tran sfe r  p ay m en ts 14 14 19 21 35 68 111
L o n g -te rm  capital 180 266 209 168 180 245 236
D ire c t in v e s tm e n t (n e t) 28 6 -4 14 21 7 28
P o rtfo lio  in v e s tm e n t (n e t) - - - - - - -
O th e r  lo n g - te rm  capital 152 260 213 155 159 238 208
Official se c to rc 56 53 23 77 52 305 172'
L oan s received 79 94 77 125 104 291 248
A m o rtiz a tio n  p ay m en ts -19 -60 -41 -38 -43 -54 -58
C om m ercia l b a n k sc -15 2 5 -2 -2 -2 5
L o an s received 9 12 18 3 2 1 7
A m o rtiz a tio n  p ay m en ts -23 -11 -14 -5 -5 -2 -2
O th e r  s e c to rs ' 110 205 186 80 109 -65 31
L o an s received 205 278 245 142 173 54 113
A m o rtiz a tio n  p ay m en ts -95 -72 -78 -62 -64 -118 -40
S h o rt- te rm  cap ital (n e t) 51 12 28 19 -75 16 10
Official sector -1 -9 49 39 -38 - 32
C om m ercia l banks 43 -8 -35 18 8 - -
O th e r  sec to rs 10 29 14 -37 5 16 -22
E rro rs  and  o m iss io n s (n e t) -20 -39 -7 -5 22 -28 32
G lo b a l b a la n c e ' 20 -78 -72 -46 -47 -10 11
T ota l v a ria tio n  in  reserves
(-  sign  ind ica tes an in crease ) -25 73 69 53 39 7 -11
M o n e ta ry  gold - - - - - -
Special D ra w in g  R ig h ts -6 10 -2 - - 2 -
IM F  rese rv e  p o sitio n - 8 - - -4 4 -
F o re ig n  ex ch an g e  asse ts -19 41 50 -11 3
O th e r  assets - -1 -3 -2 -2 -9
U se  m ad e  o f  IM F  cred it - 15 23 66 43 -11 -2
Source: 1979-1984: International Monetary Fund, Balance of Payments Yearbook, March 1986; 1985: ECLAC, on the basis of official figures.
"Preliminary figures. Real services also include other official and private transactions, but not factor services. cIn addition to loans
received and amortization payments made, this entry includes net loans granted and other assets and liabilities. includes the
renegotiated private debt which has been converted into direct public debt. 'The global balance is the sum of the balance on current 
account plus the balance on capital account. The difference between the total variation in reserves (of opposite sign) and the global balance 
represents the value of counterpart items: monetary gold, allocation of Special Drawing Rights and variations due to revaluation.
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c )  The current account position and its financing
A s  a  r e s u l t  o f  t h e  a b o v e  t r e n d s ,  t h e  b a la n c e - o f - p a y m e n ts  c u r r e n t  a c c o u n t  d e f ic i t  a m o u n te d  to  
U S $ 3 7 8  m i l l io n ,  t h e  h i g h e s t  in  t h e  la s t  t e n  y e a r s .  T h e  d e f ic i t  w a s  f in a n c e d  th r o u g h  o ff ic ia l t r a n s f e r  
p a y m e n t s ,  w h ic h  c o v e r e d  a lm o s t  3 0 %  o f  t h e  t o t a l ;  t h r o u g h  th e  in f lo w  o f  c r e d i t  to  t h e  o ff ic ia l s e c to r ,  
w h ic h ,  in  s p i t e  o f  h a v i n g  d e c l in e d  w i th  r e s p e c t  to  t h e  p r e v io u s  y e a r  ( - 4 4 % ) ,  c o n t in u e d  to  b e  
s u b s t a n t i a l ;  a n d  t h r o u g h  f in a n c in g  r e c e iv e d  b y  t h e  C e n t r a l  B a n k  o f  H o n d u r a s ,  w h ic h  in c lu d e d  lo a n s  
f ro m  m u l t i l a t e r a l  c r e d i t  a g e n c ie s  ( 4 9 %  o f  t h e  t o t a l ) ,  c o m p e n s a to r y  lo a n s  a n d  a c c o u n t in g  o f  t h e  d e b t  
f o r  o u t s t a n d i n g  t r a d e  b a la n c e s  w i th  G u a te m a la  a n d  G o s ta  R ic a  ( 3 4 %  o f  th e  t o t a l ) . 21 A s  a  r e s u l t ,  t h e  
g lo b a l  b a la n c e  w a s  p o s i t i v e  ( a n  in c r e a s e  in  r e s e r v e s  o f  U S $ 1 1 m i l l io n )  f o r  t h e  f i r s t  t im e  in  t h e  p a s t  s ix  
y e a r s .  H o w e v e r ,  c o m m i t m e n t s  a m o u n t in g  to  U S $ 1 7 8  m i l l io n  in  r e s p e c t  o f  a r r e a r s  o f  s e rv ic e  o f  t h e  
e x t e r n a l  d e b t  a n d  a r r e a r s  o f  p a y m e n t  f o r  i m p o r t s  s t i l l  r e m a in e d  o u t s t a n d i n g .22
T a b le  14
H O N D U R A S :  I N D IC A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S
1980" 1981" 1982 1983 1984 1985*
M ill io n s  o f  d o lla rs
T o ta l  e x te rn a l  d e b tc
B a lances 1 387.6 1 567.9 1 985.8 2  162.0 2  391.9 '' 2  614 .8 '
P u b lic 970.7 1 616.6 1 551.9 1 765.6 2  0AlAd 2 268.1 '
P r iv a te 416 .9 426 .3 433 .9 396.4 350.5 346.7
L ong- and  m ed iu m - te rm c 1 387.6 1 587.9 1 748.3 1 543.1 2  159.0'' 2  392.4 '
S h o rt-  te rm c - - 237 .5 607.0 232.9 222 .4
D isb u rse m e n ts 379.1 332 .8 364.3 ' 363.2 506.4 472.2
S erv ice 193.4 141.9 371 .4 ' 305.2 334.2 373.0
P rin c ip a l 113.5 132.5 236.1 187.0 222.2 258 .4
In te re s r 79.9 95.4 135.3 118.2 112.0 114.6
E x te rn a l  p u b l ic  d e b tc
D isb u rse m e n ts 210 .7 2 52 .0 270.0" 258.3 458 .4 422 .0
S erv ice 101.9 129.1 231.0 157.5 208 .0 297 .9
P rin c ip a l 48.3 61.1 110.0" 71.6 128.3 204.4
In te re s t 53 .6 68.0 121.0" 85.9 79.7 93.5
R a tio s*
T o ta l e x te rn a l d e b t /e x p o r ts  
o f  goo d s and  serv ices 147.3
P e rc e n ta g e s
179.6 258 .9 269.2 278 .8 275 .0
D e b t se rv ic e /e x p o r ts  o f  
goods and serv ices 20 .5 16.1 48 .4 38.0 39.0 39.2
N e t  in te re s t /e x p o r ts  
o f  goods and  serv ices 8.1 12.4 14.7 14.8 14.1 14.2
D e b t s e rv ic e /d is b u rs e m e n ts 51.0 42 .6 101.9 84.0 66.0 79.0
Source: ECLAC, on the basis of figures provided by the Central Bank of Honduras.
"Includes only medium- and long-term debt. ’Preliminary figures. cEnd-of-year balances of debt disbursed ’’includes
adjustment for exchange rate. ’Includes only the total long-term debt and the short-term private sector debt. Includes amortization 
payments on short-term debt. ’Corresponds to the effective interest paid, excluding interest accrued but not paid; hence the difference 
with the corresponding item of the balance of payments. *AII ratios refer to the total external debt. Refers to the corresponding
entry (net) of the balance of payments.
21 See Central Bank of Honduras, Department of Economic Studies, La economía hondurena durante 1985  (provisional analysis), 
Tegucigalpa, D.C., December 1985.
22 According to an estimate made at the end of 1985, outstanding payment commitments amounted to US$198 million, of which US$170 





HONDURAS: EVOLUTION OF DOMESTIC PRICES
1980 1981 1982 1983 1984 1985
C o n su m er p rice  index 
Food
W h o lesa le  p rice  index" 
Im p o rte d  p ro d u c ts  
D o m estic  p roducts 
A g ricu ltu ra l 
M anufac tu red  
C o n s tru c tio n  m a te ria ls
C o n su m er p rice  index 
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W h o lesa le  p rice  index 
Im p o rte d  p roducts 
D om estic  p ro d u c ts  
A gricu ltu ra l 
M anufac tu red  
C o n s tru c tio n  m ate ria ls
































5.2 2.5 l . l c
5.5 1.1 -0.3C
Source: ECLAC, on the basis of figures provided by the Central Bank of Honduras.
"Refers to variation between the final quarter of the year in comparison with the final quarter of the previous year. Second quarter 1985
compared with second quarter 1984. cAverage for the first three quarters.
T h e  f in a n c in g  r e c e iv e d  b y  t h e  o ff ic ia l s e c to r  w a s  m a in ly  d i r e c te d  to w a r d s  t h e  c o m p le t io n  o f  t h e  
"E l C a jó n "  h y d r o e le c t r i c  p r o je c t  ( 4 8 % ) ,  t h e  e x t e n s io n  o f  t h e  t e le c o m m u n ic a t io n  n e tw o r k ,  p r o je c t s  to  
e x p a n d  a n d  im p r o v e  p o r t  f a c i l i t ie s ,  a n d  in v e s tm e n t s  in  t h e  f o re s t ry  in d u s try .
I t  w a s  p o s s ib le  to  c o p e  w i th  t h e  b a la n c e - o f - p a y m e n ts  p r o b le m s  in  t h e  l a s t  fo u r  y e a r s  t h a n k s  to  
t h e  s t r o n g  f in a n c ia l  s u p p o r t  — sp e c if ic a lly  to  s u p p o r t  t h e  b a la n c e  o f  p a y m e n t s —  g r a n te d  b y  th e  
U n i t e d  S ta te s  A g e n c y  f o r  I n t e r n a t i o n a l  D e v e lo p m e n t ,  t h e  q u a n t i t a t i v e  r e s t r i c t i o n s  o n  im p o r t s ,  a n d  
t h e  s u s p e n s io n  o f  c e r t a in  e x t e r n a l  p a y m e n t s .  In  b r ie f , t h e  p o s i t i o n  o f  t h e  c o u n t r y 's  e x t e r n a l  s e c to r  s t i l l  
r e m a in e d  v e ry  w e a k  a n d  i t  m a y  b e  a s s u m e d  t h a t  a  s u s ta in e d  r e a c t iv a t io n  p r o c e s s  m i g h t  w o r s e n  it.
d )  External indebtedness
T h e  t o t a l  o u t s t a n d in g  e x t e r n a l  d e b t  g r e w  d u r in g  t h e  la s t  t h r e e  y e a r s  a t  a n  a v e r a g e  r a t e  o f  1 0 % . 
I n  1985  i t  c a m e  to  U S $ 2  6 1 5  m i l l io n  ( 7 8 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t )  a n d  w a s  m a in ly  d i r e c te d  
to w a r d s  t h e  g r a n t i n g  o f  m e d iu m -  a n d  l o n g - te r m  lo a n s  ( 9 1 % )  a n d  th e  p u b l ic  s e c to r  p o r t f o l i o  ( 8 7 % )  
( s e e  ta b le  14).
A t  t h e  e n d  o f  1 9 8 5 , t h e  to ta l  p u b l ic  s e c to r  d e b t ,  b r o k e n  d o w n  b y  c r e d i to r  a g e n c ie s ,  w a s  a s  
fo llo w s : 5 4 %  to  m u l t i l a t e r a l  f i n a n c in g  a g e n c ie s  a n d  2 1  %  to  b i l a te r a l  o ffic ia l a g e n c ie s ,  w h i le  t h e  
r e m a i n d e r  2 5 %  w a s  m a d e  u p  o f  c o m m e r c ia l  b a n k  c r e d i t s  ( 1 8 % )  a n d  s u p p l i e r  c r e d i t s  ( 7 % ) . 23
F r o m  t h e  a b o v e  in d ic a to r s  i t  m a y  b e  in f e r r e d  t h a t  a l t h o u g h  t h e  s t r u c tu r e  o f  t h e  e x t e r n a l  d e b t  h a s  
f u r th e r  im p r o v e d  a s  r e g a r d s  i t s  f a v o u ra b le  f e a tu r e  o f  b e in g  c o n c e n t r a t e d  in  so f t lo a n s ,  t h e  le v e l  i t  h a s  
r e a c h e d  h a s  s t r o n g ly  c o m m i t t e d  t h e  c o u n t r y 's  p r e s e n t  a n d  fu tu re  e x t e r n a l  r e s o u r c e s .  T h u s ,  t h e  
e x t e r n a l  d e b t  s e rv ic e  h a s  c o n t in u e d  to  in c r e a s e  b e c a u s e  t h e  g r a c e  p e r io d  f o r  t h e  a m o r t i z a t i o n  o f  so m e  
lo a n s  h a s  r u n  o u t ,  a n d  th i s  s i t u a t io n  is  l ik e ly  to  d e t e r i o r a t e  f u r th e r  in  t h e  c o m in g  y e a r s .  I n  1985  th e  
d e b t  s e rv ic e  c o e f f ic ie n t  ( in c lu d in g  th e  s h o r t - t e r m  d e b t )  a m o u n te d  to  3 9 %  o f  e x p o r t s  o f  g o o d s  a n d
2 See Ministry of Finance and Public Credit, Memoria 198}, Tegucigalpa, D.C., January 1986.
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s e rv ic e s ,  a l t h o u g h  th e  a v e r a g e  i n t e r e s t  r a t e  p a id  b y  t h e  c o u n try  w e n t  d o w n  d u r in g  th e  p e r io d  
1 9 8 2 -1 9 8 5 -  T h e  p u b l ic  d e b t  s e rv ic e  h a s  in c r e a s e d  c o n s id e ra b ly  b e c a u s e  i t  h a s  h a d  to  a b s o rb  p a y m e n ts  
o f  i n t e r e s t  a n d  p r i n c i p a l  o n  lo a n s  c o n t r a c t e d  b y  c e r ta in  e n t e r p r i s e s  o f  t h e  p r iv a t e  s e c to r  b u t  
g u a r a n t e e d  b y  t h e  S ta te .
W i t h  r e s p e c t  to  t h e  u s e  m a d e  o f  th e  p u b l ic  d e b t  — w h ic h  d e c r e a s e d  th e  y e a r  b e fo re  a s  a  r e s u l t  o f  
t h e  c o m p le t io n  o f  m a jo r  i n v e s tm e n t s  in  t h e  e le c t r ic  e n e rg y  s e c to r—  i t  s h o u ld  b e  n o t e d  t h a t  i t  w a s  
in c r e a s in g ly  a l lo c a te d  to  f in a n c e  c u r r e n t  e x p e n d i tu r e .
D u r i n g  th e  p e r i o d  1 9 8 2 -1 9 8 5 , t h e  G o v e r n m e n t  o f  H o n d u r a s  c o n d u c te d  a  p r o c e s s  o f  r e n e g o t i a ­
t i o n  o f  p a r t  o f  i ts  e x t e r n a l  d e b t  w i th  f o r e ig n  p r i v a t e  b a n k s  (U S $ 2 1 7 .5  m i l l io n ) .  T h is  p r o c e s s  c a m e  to  
a n  e n d  in  S e p te m b e r  1 9 8 4 , a n d  a s  a  r e s u l t ,  in  J u n e  1985  th e  c r e d i to r  b a n k s  p r o p o s e d  a  p r e l im in a r y  
d r a f t  o f  a  r e f in a n c in g  a g r e e m e n t .  H o w e v e r ,  t h e  a g r e e m e n t  c o u ld  n o t  b e  s ig n e d  b e c a u s e  o f  t h e  b a n k s ' 
d e m a n d  t h a t  t h e  c o u n t r y  m u s t  f i r s t  s ig n  a  s ta n d -b y  c r e d i t  a g r e e m e n t  w i th  th e  I n t e r n a t i o n a l  M o n e ta ry  
F u n d . E v e n  so , t h e  n e g o t i a t i o n  g a v e  t h e  c o u n t r y  a  de facto  m o r a t o r i u m  o n  a m o r t iz a t i o n  p a y m e n t s ,  
s ig n ify in g  r e l i e f  f o r  t h e  b a la n c e  o f  p a y m e n t s  a m o u n t in g  to  U S $ 1 5 0  m i l l io n .  F u r t h e r m o r e ,  t h e  s a m e  
c o n d i t io n s  o r ig in a l ly  a g r e e d  to  w e r e  m a in t a in e d ,  w h ic h  m e a n t  a  s a v in g  o n  i n t e r e s t  p a y m e n t s .* 24
T ab le  16
H O N D U R A S :  E V O L U T IO N  O F  W A G E S
1980 1981 1982 1983 1984 1985
O ffic ia l m in im u m  w a g e s"  
N o m in a l
C ro p -fa rm in g  and s to c k -ra is in g
M a n u fa c tu r in g  and  m in in g
H an d ic ra fts
C o n s tru c tio n
C o m m erce  and  se rv ices
R eal
C ro p -fa rm in g  and s to c k -ra is in g
M a n u fa c tu rin g  and m in in g
H an d ic ra fts
C o n s tru c tio n
C o m m erce  and  se rv ices
O ffic ia l m in im u n  w a g e s"  
N o m in a l
C ro p -fa rm in g  and  s to c k -ra is in g
M a n u fa c tu r in g  and m in in g
H an d ic ra fts
C o n s tru c tio n
C o m m e rc e  and  serv ices
R eal
C ro p -fa rm in g  and s to c k -ra is in g
M a n u fac tu rin g  and m in in g
H an d ic ra fts
C o n s tru c tio n
C o m m erce  and serv ices





































Source: liCLAC, on the basis of official figures.
"The minimum wages correspond to the annual averages for the Central District and San Pedro Sula. After May 1971, wages were updated by 
decree in December 1978, May 1980 and June 1981.
24 See Special Commission for the Negotiation of the External Debt of the Republic of Honduras, informe de labores, submitted to the 
Minister of Finance and Public Credit and to the President of the Central Bank of Honduras, Tegucigalpa, D.C., January 1986.
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4. P r i c e s  a n d  w a g e s
a )  Prices
A c c o r d in g  to  t h e  in d ic a to r s  o f  t h e  C e n t r a l  B a n k  o f  H o n d u r a s ,  t h e  m o d e r a t e  t r e n d  in  t h e  
c o n s u m e r  p r i c e  i n d e x  p e r s i s t e d  d u r in g  1 9 8 5 , w h e n  th e  a n n u a l  a v e r a g e  v a r i a t i o n  c a m e  to  3 .4 % . 
W i t h i n  t h e  i n d e x  a s  a  w h o le ,  f o o d  p r ic e s  in c r e a s e d  t h e  le a s t ,  a l th o u g h  t h e i r  g r o w th  r a te  w a s  s l ig h t ly  
h i g h e r  t h a n  in  1 9 8 4  ( s e e  t a b le  15). T h is  r e s u l t e d  f ro m  a  n u m b e r  o f  f a c to r s ,  a m o n g  w h ic h  m a y  b e  
m e n t io n e d ,  o n  t h e  o n e  h a n d ,  t h e  r e la t iv e ly  a d e q u a te  su p p ly  o f  b a s ic  g r a in s  ( p a r t ly  a f fe c te d  d u r in g  th e  
s e c o n d  h a l f  o f  t h e  y e a r  b y  p r o d u c t io n  p r o b le m s )  a n d , o n  t h e  o th e r ,  t h e  r e l a x a t io n  o f  im p o r t  
r e s t r i c t i o n s  a n d  t h e  m a i n t e n a n c e  o f  t h e  e x i s t i n g  e x c h a n g e  p o lic y  (e ffe c tiv e  a p p r e c i a t i o n  o f  t h e  
l e m p i r a  in  n o m in a l  t e r m s ) .  O t h e r  f a c to r s  w h ic h  h a d  s o m e  in f lu e n c e  w e r e  t h e  o c c a s io n a l  n o n ­
r e g i s t e r e d  i m p o r t s  o f  i n d u s t r i a l  p r o d u c t s  f ro m  o t h e r  C e n tr a l  A m e r ic a n  c o u n t r i e s ;  t h e  lo w e r  w o r ld  
i n f la t io n ;  t h e  d r o p  in  o il  p r i c e s ;  t h e  d o w n w a r d  t r e n d  in  i n t e r n a t io n a l  i n t e r e s t  r a t e s ,  a n d  t h e  d o m e s t ic  
p o l i c ie s  o n  p r ic e s  a n d  i n t e r e s t  r a t e s ,  w h ic h  f a v o u re d  s o m e  k in d s  o f  c re d it .
A s  f ro m  J u ly , h o w e v e r ,  t h e r e  w a s  a  t r e n d  to w a r d s  a n  in c r e a s in g  r a t e  o f  in f la t io n ,  to  su c h  a n  
e x t e n t  t h a t  t h e  D e c e m b e r  to  D e c e m b e r  v a r i a t i o n  in  fo o d  p r ic e s  r o s e  to  4 .2 % .  T h is  w a s  a p p a r e n t ly  
m a in ly  r e l a t e d  to  t h e  a b o v e - m e n t io n e d  p r o b le m  o f  b a s ic  g r a in s  su p p ly .
T h e  p r i c e  c o n t r o l  p o lic y  w a s  m a in t a i n e d  p r a c t ic a l ly  u n c h a n g e d  d u r in g  t h e  y e a r .  T h e  p e r io d  o f  
a p p l ic a t io n  o f  a g r e e m e n t  1 0 1 7 -8 4 , w h ic h  lo w e r s  t h e  p r ic e s  o f  b a s ic  g o o d s ' a n d  s o m e  r a w  m a te r i a l s ,  
w a s  e x te n d e d ,  a n d  th e  m a i n t e n a n c e  o f  s h i p p i n g  f r e ig h t  r a te s  w a s  a ls o  a p p r o v e d .  F in a l ly ,  t h e r e  a re  
c e r t a in  h i n t s  w h ic h  s u g g e s t  t h a t  t h e  p r e s e n t  in d ic a to r s  o f  in f la t io n  m a y  n o t  a d e q u a te ly  r e f le c t  t h e  r i s e  
in  t h e  b a s ic  b a s k e t  o f  g o o d s  c o n s u m e d  b y  s o m e  so c ia l g r o u p s .
b )  Wages
S in c e  t h e  in c r e a s e  d e c r e e d  in  1 9 8 2 , H o n d u r a n  o ffic ia l m i n im u m  w a g e s  h a d  r e m a in e d  
u n c h a n g e d  f o r  p r o d u c t iv e  a c t iv i t ie s  a s  a  w h o le .  A s  a  r e s u l t ,  in  1985 r e a l  m i n im u m  w a g e s  e x p e r ie n c e d  
a  c u m u la t iv e  d e t e r i o r a t i o n  o f  s o m e  1 5 .5 %  ( s e e  ta b le  16). L ik e w is e ,  in  t h e  c a s e  o f  c iv il s e r v a n t s  a  w a g e  
" f re e z in g "  p o lic y  h a d  b e e n  a p p l ie d  s in c e  1982  w i th  t h e  a im  o f  r e s t r i c t i n g  p u b l ic  e x p e n d i tu r e  a n d  
in f lu e n c in g  t h e  e v o lu t io n  o f  t h e  w a g e s  o f  p r iv a t e - s e c to r  w o r k e r s .
N o t w i t h s t a n d i n g  th e  a b o v e , in  t h o s e  a c t iv i t ie s  w h ic h  h a v e  u n io n  o r g a n iz a t io n s  r e a l  w a g e s  m a y  
h a v e  in c r e a s e d  t h a n k s  to  c o l le c t iv e  b a r g a in in g  c o n t r a c ts .  D u r i n g  t h e  y e a r ,  f o r  e x a m p le ,  o n e  o f  t h e  
m o s t  i m p o r t a n t  w o r k e r s ' a s s o c ia t io n s  in  t h e  b a n a n a  in d u s try  n e g o t i a t e d  a n e w  c o l le c t iv e  c o n t r a c t  
w h ic h  in c lu d e d  a  3 7 %  w a g e  in c r e a s e .
T h e  c u m u la t iv e  lo s s e s  in  t h e  p u r c h a s in g  p o w e r  o f  th e  v a r io u s  s t r a t a  o f  w a g e - e a r n e r s  g a v e  r i s e  to  
s e v e ra l  la b o u r  c o n f l ic ts  d u r in g  t h e  y e a r .  T h u s ,  p u b l ic  s e c to r  e m p lo y e e s ,  h ig h - s c h o o l  t e a c h e r s  an il 
p h y s ic ia n s  e x e r t e d  p r e s s u r e  o n  t h e  c e n t r a l  g o v e r n m e n t  a n d  o b ta in e d  sa la ry  i m p r o v e m e n ts .  In  
a d d i t io n ,  t h e  p h y s ic ia n s  s e c u re d  t h e  a d o p t io n  o f  t h e  M e d ic a l  S ta tu te ,  w h ic h  in c lu d e s  o t h e r  la b o u r  
b e n e f i t s .  A c t io n s  d e m a n d i n g  b e t t e r  w a g e s  w e r e  a ls o  r e c o r d e d  in  t h e  H o n d u r a n  T e le c o m m u n ic a t io n s  
C o m p a n y .
I n  t h e  p r i v a t e  a re a , la b o u r  t e n s io n s  s im i la r  to  t h o s e  in  t h e  b a n a n a  in d u s t r y ,  t h e  p e t r o l e u m  
r e f in in g  c o m p a n y  a n d  t h e  m i n i n g  s e c to r  a ro se .
A  m a jo r  e v e n t  d u r i n g  t h e  y e a r  w a s  t h e  e s t a b l i s h m e n t ,  in  M a y , o f  t h e  N a t i o n a l  C o u n c il  o f  
W o r k e r  a n d  P e a s a n t  O r g a n iz a t io n s ,  w h ic h  in c lu d e d  i m p o r t a n t  la b o u r  a s s o c ia t io n s .
5. F i s c a l  a n d  m o n e t a r y  p o l i c y
a )  F iscal po licy
T h e  im b a la n c e s  in  p u b l ic  f in a n c e s  h a v e  b e e n  o n e  o f  t h e  m a in  a r e a s  o f  c o n c e r n  fo r  e c o n o m ic  
p o lic y  in  t h e  p e r i o d  1 9 8 0 -1 9 8 5 . I n  th i s  r e s p e c t ,  a s e r ie s  o f  m e a s u r e s  r e g a r d in g  ta x e s  a n d  p u b l ic  
e x p e n d i t u r e  w e r e  a d o p te d  in  1 9 8 4 , a n d  th e s e  h a v e  h a d  f a v o u ra b le  e f fe c ts , e s p e c ia l ly  o n  c u r r e n t  
in c o m e  o f  t h e  c e n t r a l  g o v e r n m e n t ,  in  t h e  l a s t  tw o  y e a r s 25 ( s e e  t a b le  17). T h u s ,  in  1985 c u r r e n t  in c o m e  
e v o lv e d  d y n a m ic a l ly  ( 1 5 % ) ,  p a r t i c u la r ly  in  t h e  c a s e  o f  t a x  r e v e n u e ,  9 4 %  o f  w h o s e  in c r e a s e  w a s
25 See ECLAC, "Honduras", Econom ic Survey o f  Latin Am erica and the Caribbean, 1984, op. cit.
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e s t im a t e d  to  h a v e  r e s u l t e d  f ro m  th e  a b o v e  m e a s u r e s ,  f a v o u re d  b y  a  s l ig h t  i m p r o v e m e n t  in  e c o n o m ic  
a c tiv i ty  a n d  t h e  a d v a n c e s  a c h ie v e d  in  t a x  a d m in i s t r a t i o n .
W i th  r e g a r d  to  t a x e s  o n  f o r e ig n  t r a d e ,  t h e  h i g h e r  r e c e ip t s  f ro m  im p o r t  c h a r g e s  w e r e  t h e  r e s u l t  
o f  t h e  i n t r o d u c t io n  o f  a  5 %  c h a r g e  f o r  a d m in i s t r a t i v e  c u s to m s  s e rv ic e s ,  t h e  p a y m e n t  o f  o u t s t a n d in g  
l ia b i l i t ie s  f ro m  p r e v io u s  p e r io d s  b y  s o m e  e n t e r p r i s e s ,  a n d  th e  in c r e a s e d  im p o r t s .  L ik e w is e ,  r e v e n u e  
r o s e  o n  a c c o u n t  o f  in c r e a s e d  e x p o r t s ,  e s p e c ia l ly  o f  c o ffe e  a n d  b a n a n a s .26 A s  a  r e s u l t ,  t h e  t a x  b u r d e n  
g r e w  to  1 4 .7 % . A s  f o r  c u r r e n t  e x p e n d i tu r e ,  a l t h o u g h  t h e  f isc a l p o lic y  a im e d  to  m a i n t a i n  i t  a t  a  lo w
T a b le  17
H O N D U R A S :  C E N T R A L  G O V E R N M E N T  IN C O M E  A N D  E X P E N D I T U R E
M illio n s  o f  lem p ira s G ro w th  ra tes
1982 1983 1984 1985° 1981 1982 1983 1984 1985°
1. C u r r e n t  in c o m e 770 782 953 1 0 9 3 -2 .3 3.9 1.5 21 .9 14.8
T ax  rev en u e 715 713 881 986 -0.3 3.0 0.3 23 .6 11.9
D ire c t 206 199 242 249 -21.2 10.7 -3.4 21.7 2.9
In d ire c t 509 514 639 737 10.4 0.2 1.1 24.3 15.2
O n  fo re ign  tra d e 272 279 346 409 12.2 -13.0 2.8 24 .0 18.2
N o n - ta x  rev en u e 55 69 72 107 -25.4 17.4 26.1 3-9 4 8 .8
2. C u r r e n t  e x p e n d i tu r e 865 980 1 0 6 3 1 225 7.8 9.2 13.2 8.5 15.2
W ag es  and  sa laries 4 9 8 481 511 617 16.3 6.5 -3.5 5.4 21.7
P u rc h a se  o f  n o n -p e rso n a l
goo d s and serv ices 165 242 290 287 -15.3 10.1 46.5 19.8 -1.1
In te re s t 81 127 145 157 18.8 25.3 57.4 14.2 8.1
T ran s fe rs 121 130 117 164 8.5 11.0 7.1 -10.0 40.1
3. C u r r e n t  sa v in g s  (1-2) -95 -198 -110 -132
4. C a p ita l e x p e n d i tu r e 729 613 937 873 -10 .4 52.3 -16 .0 53.0 -6 .8
R eal in v e s tm e n t 178 162 170 174 -33.4 33.9 -9.0 4 .9 2.5
D e b t a m o rtiz a tio n  p ay m en ts 144 202 312 386 7.3 26.1 40.4 54.7 23 .9
E x te rn a l 25 32 44 54 16.4 14.5 26.2 37.1 24.5
D o m e s tic 119 170 268 332 5.3 28.8 43.4 58.0 23 .8
O th e r  cap ita l e x p e n d itu re 407 249 455 313 4.5 76.7 -38.9 82.9 -31.3
5. T o ta l e x p e n d i tu r e 1 594 1 593 2 0 0 0 2  098 0.2 25 .5 -0.1 25.5 4 .9
6. F isc a l d e f ic it  (o r  su rp lu s)
(1 -5 ) -824 -811 -1 0 4 7 -1 0 0 5
7. F in a n c in g  o f  th e  d e f ic it
D o m e s tic 422 484 456 588 -1.8 18.8 14.7 -6.0 28.8
E x te rn a l 402 327 591 417 0.3 50.5 -18.7 80.1 -2 9 5
P e rc e n ta g e s
R a tio s
C u rre n t sa v in g /c a p ita l e x p e n d itu re -13.0 -32.3 -11.7 -15.1
Fiscal d e f ic it/to ta l e x p e n d itu re 51.6 50.9 52.4 47 .9
T ax  re v e n u e /G D P 12.8 12.1 14.0 14.7
T ota l e x p e n d i tu re /G D P 28.6 27.0 31.8 31.3
Fiscal d e f ic it/G D P 14.8 13.8 16.6 15.0
D o m e s tic  f in an c in g /d e fic it 51.2 59.7 43.6 58.5
E x te rn a l f in an c in g /d e fic it 48 .8 40.3 56.4 41.5
Source: ECLAC, on the basis of figures provided by the Central Bank of Honduras.
Note: As from 1983 the official sources partly changed the classification of income and expenditure. As this classification is not available for the 
years 1981 and 1982, these are not strictly comparable with the period 1983-1985.
"Preliminary figures.
’ See Ministry of Finance and Public Credit, op. cit.
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Table 18
P e rc e n ta g e  b reak d o w n  G ro w th  ra tes
In s ti tu t io n s
1975 1980 1985" 1982 1983 1984 1985°
T o ta l 100.0 100.0 100.0 31.5 19.1 22 .6 -6.5
L eg isla tiv e  p o w er - 0.5 0.8 38.1 -0.3 2.3 6.2
T h e  ju d ic iary 12 1.1 0.7 15.8 1.2 -11.5 -
E le c to ra l agency - 0.8 2.2 -61.8 67.9 114.6 36.2
P re s id e n t o f  th e  R e p u b lic  
M in is try  o f  th e  In te r io r
2 .0 3.5 2.7 -5.1 48.4 26.7 24.3
an d  Ju s tic e 2.6 1.4 1.1 -10.9 -10.9 12.2 18.1
F o re ig n  affairs 1.1 1.0 0.9 4.0 18.1 9.1 9.7
D efen ce  and security 10.8 11.8 11.0 10.9 5.5 190 13.0
E conom y and  co m m erce 1.4 1.2 1.5 39.6 38.3 -7.2 14.8
F in a n c e  an d  public  cred it 
A tto rn e y  G en era l o f  th e
2.9 5.7 2.0 51.1 -27.3 6.5 -22.1
R e p u b lic 0.1 - 0.1 19.7 72.3 -4.2 44.4
P ub lic  ed u ca tio n 19.6 16.5 17.0 - 25.5 9.4 15.6
P u b lic  h e a lth  and social w elfare 11.5 10.1 7.5 15.1 10.5 -4.3 1.2
C u ltu re  and to u rism 0.2 0.9 0.3 -24.2 0.5 -12.8 -1.7
L ab o u r and social security  
C o m m u n ic a tio n s , p ub lic  w orks
3.4 2.5 1.3 -2.1 -3.9 4.5 5.1
and t r a n s p o r t 19.7 14.2 12.9 99.1 38.8 37.7 -50.6
N a tu ra l  resou rces 8.7 10.0 6.1 27.7 16.2 19.4 -23.2
G o v e rn m e n t in s titu tio n s - - - - - - -
E x te rn a l d eb t 14.3 15.5 28.4 59.0 42.5 39.1 12.8
C e n tra lized  se rv ices 0.5 3.3 3.5 1.2 12.2 9.1 2.4
Source: UCLAC, un che basis of official figures. 
"Preliminary figures.
le v e l ,  i t  in c r e a s e d  s ig n if ic a n t ly  in  1985 ( 1 5 % ) .  T h e r e  w a s  s t r o n g  g r o w th  in  t h e  w a g e s  b il l ,  d u e  to  t h e  
r i s e  in  s a la r ie s  f o r  t e a c h e r s  a n d  m e d ic a l  a n d  p a r a m e d ic a l  p e r s o n n e l ;  t h e  e x p a n s io n  o f  g o v e r n m e n t  
p a r t i c i p a t i o n  in  s e c o n d a ry  e d u c a t io n  ( t h e  'o f f ic ia l iz a t io n ' o f  s c h o o ls )  a n d  th e  in c r e a s e  in  e x p e n d i tu r e  
o n  d e fe n c e  a n d  p u b l ic  s e c u r i ty . T h e  g r o w th  in  c u r r e n t  t r a n s f e r s  w a s  d u e  to  o u t la y s  o n  t h e  e le c to r a l  
p r o c e s s ,  w h ic h  to o k  p la c e  d u r in g  t h e  y e a r .  I n t e r e s t  p a y m e n t s  o n  th e  d e b t  c o n t in u e d  to  r i s e ,  a n d  
in c lu d e d  a n  in c r e a s in g  s h a r e  in  r e s p e c t  o f  s e rv ic e  f o r  d o m e s t ic  in d e b te d n e s s .  T h is  c o n s e q u e n t ly  c a u s e d  
a  g r e a t e r  c u r r e n t  a c c o u n t  d e f ic i t  a n d  h e n c e  a c c e n tu a te d  th e  n e g a t iv e  t r e n d  e x h ib i t e d  s in c e  1 9 8 1 .
O n  t h e  o t h e r  h a n d ,  t h e  c o n t r a c t io n  in  t r a n s f e r s  a n d  lo a n s ,  e s p e c ia l ly  to  t h e  N a t i o n a l  E le c t r ic  
E n e rg y  C o r p o r a t io n ,  e x c e e d e d  th e  in c r e a s e s  in  r e a l  i n v e s tm e n t  a n d  in  a m o r t iz a t i o n  p a y m e n t s  o n  th e  
d e b t ,  r e d u c in g  c a p i ta l  e x p e n d i tu r e  b y  a lm o s t  7 % .
R e a l  i n v e s tm e n t  w a s  m a in ly  fo c u se d  o n  h ig h w a y  a n d  r o a d  c o n s t r u c t io n  ( 5 2 %  o f  th e  t o t a l ) ,  a n d  
a ls o  o n  b u i ld in g s  in  t h e  h e a l th  s e c to r ,  u r b a n  in f r a s t r u c tu r e  a n d  f lo o d  c o n t r o l  w o r k s .  A s  in  t h e  p a s t ,  
i n v e s tm e n t s  d ir e c t ly  a s s o c ia te d  w i th  t h e  a g r ic u l tu r a l  s e c to r  h a d  o n ly  a  lo w  s h a r e  in  t h e  to ta l .
E x p e n d i tu r e  o n  d e b t  a m o r t i z a t i o n  p a y m e n t s  g r e w  c o n s id e ra b ly  to  44%  o f  to ta l  c a p i ta l  e x p e n d i ­
t u r e ,  e s p e c ia l ly  n o t e w o r th y  b e in g  th e  a m o r t i z a t i o n  p a y m e n t s  r e l a t e d  to  t h e  p r o c e s s  o f  h e a v y  d o m e s t ic  
i n d e b te d n e s s  in  r e c e n t  y e a r s .
T h e  r e d u c t io n  in  c a p i ta l  e x p e n d i t u r e  a l lo w e d  a  s l ig h t  i m p r o v e m e n t  in  t h e  g o v e r n m e n t  f in a n c ia l  
im b a la n c e  in  s p i t e  o f  t h e  g r e a t e r  c u r r e n t  a c c o u n t d e f ic it. T h u s ,  t h e  g lo b a l  c o e f f ic ie n t  w i th  r e s p e c t  to  
t h e  p r o d u c t  w a s  1 5 %  a s  a g a in s t  1 6 .6 %  in  1984.
I n  c o n t r a s t  w i th  t h e  p r e v io u s  y e a r ,  i t  w a s  p o s s ib le  to  c o v e r  t h e  f isc a l d e f ic i t  m a in ly  w i th  
d o m e s t ic  r e s o u r c e s ,  l e a d in g  to  a  r i s e  in  t h e  d o m e s t ic  d e b t  b a la n c e  to  1 5 4 4  m i l l io n  l e m p i r a s  (c lo s e  to  
2 7 %  o f  t h e  to t a l  d e b t ) .
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O n e  o f  t h e  m o s t  d i s tu r b in g  f e a tu r e s  o f  g o v e r n m e n t  e x p e n d i tu r e  in  r e c e n t  y e a r s  h a s  b e e n  th e  
c h a n g e  in  i ts  f u n c t io n a l  s t r u c tu r e .  T h u s ,  d i s b u r s e m e n t s  in  r e s p e c t  o f  t h e  e x t e r n a l  d e b t  a n d  o f  d e f e n c e  
a n d  p u b l ic  s e c u r i ty  i n c r e a s e d  t h e i r  s h a r e  to  t h e  d e t r i m e n t  o f  s p e n d in g  o n  so c ia l s e rv ic e s  ( e d u c a t io n ,  
h e a l t h ,  la b o u r  a n d  so c ia l  s e c u r i ty )  a n d  o n  t h e  m a n a g e m e n t  o f  n a tu r a l  r e s o u r c e s .  I t  m a y  b e  r e c a l le d  in  
th i s  c o n n e c t io n  t h a t  in  1975 e x t e r n a l  d e b t  s e rv ic in g  r e p r e s e n t e d  1 4 %  o f  t h e  to ta l ,  b u t  b y  1985  th i s  h a d  
r i s e n  to  2 8 %  ( s e e  ta b le  18).
T w o  m a jo r  e l e m e n t s  in f lu e n c e d  t h e  e v o lu t io n  o f  t h e  d e c e n t r a l i z e d  in s t i t u t i o n s  in  t h e  n o n ­
f in a n c ia l  p u b l ic  s e c to r :  in  t h e  f i r s t  p la c e  — in  c o n t r a s t  w i th  p r e v io u s  y e a r s —  su c h  i n s t i t u t i o n s  
r e g i s t e r e d  a  m o d e r a t e  s u r p lu s  in  t h e i r  g lo b a l  f in a n c e s ,  m a in ly  d u e  to  a  d e c r e a s e  in  c a p i ta l  e x p e n d i tu r e ,  
c a u s e d  p a r t i c u la r ly  b y  t h e  c o m p le t io n  o f  i n v e s tm e n t s  in  t h e  "E l C a jó n "  p ro je c t .  S e c o n d ly , u n d e r  
N a t i o n a l  C o n g r e s s  D e c r e e  1 6 1 -8 5 , a  p o l ic y  a im e d  a t  t r a n s f e r r i n g  to  p r i v a t e  o w n e r s h i p  e n t e r p r i s e s  
h e ld  b y  t h e  N a t i o n a l  I n v e s t m e n t  C o r p o r a t io n  w a s  i m p le m e n te d ,  a n d  t h e r e  w a s  p r o v i s io n  f o r  t h e  
e x t e n s io n  o f  th i s  m e a s u r e  to  o t h e r  p u b l ic  e n t e r p r i s e s .
T a b le  19
H O N D U R A S :  M O N E T A R Y  B A L A N C E  A N D  IN D IC A T O R S
E nd -y ear b a lance  in 
m illio n s  o f  lem p ira s
G ro w th  ra tes
1982 1983 1984 1985" 1981 1982 1983 1984 1985"
M o n e y  (M ,) 699 799 832 847 4.4 10.7 14.3 4.1 1.8
C urrency  o u ts id e  banks 307 355 377 404 10.5 3.4 15.5 6.2 7.2
D e m a n d  d e p o s its 392 444 455 443 -0.5 17.3 13.3 2.4 -2.6
F a c to r s  o f  e x p a n s io n 2  047 2  402 2  639 2  924 4 .0 3.1 17.3 9.9 10.8
N e t  in te rn a tio n a l rese rv es -205 -241 -256 -253 -17.6 -6.2 1.2
D o m e s tic  c red it 2  252 2  643 2  895 3 177 12.4 11.6 17.3 9.6 9.7
To p ub lic  secto r 514 677 717 745 38.8 12.6 31.7 6.0 3.8
C e n tra l g o v e rn m e n t (n e t) 512 644 717 825 47.1 13.0 25.9 11.4 14.9
Official e n titie s 2 33 - -80 -33.6 -37.8
To p r iv a te  sec to r 1 7 3 8 1 966 2  178 2  432 6.6 11.3 13.1 10.8 11.7
F a c to r s  o f  a b s o rp t io n 1 348 1 6 0 3 1 807 2  077 3.8 -0 .4 18.9 12.7 14.9
Q u as i-m o n ey  (sav in g s
and  t im e  d ep o s its ) 761 929 1 0 2 6 1 0 8 6 15.3 18.9 22.1 10.4 5.8
B o n d s 67 75 89 84 -33.9 -1.6 11.9 18.7 -5.6
L o n g -te rm  fo re ign  b o rro w in g s 539 536 590 8.9 2.1 -0.6 10.1
O th e r  item s (n e t) -19 63 191 907 -21.0 203.2 374.9
M o n e ta ry  base 4 3 8 466 469 6.6 6.4 6.4 0.6
O th e r  in d ic a to r !^
M o n e ta ry  base 340 380 427 440A
M oney  (M ,) 601 671 775 7 7 2 d
M oney  p lu s  q u asi-m o n ey  (M 2) 1 254 1 510 1 765 1 852 ''
C o e ff ic ie n ts "
M o n e ta ry  m u ltip lie rs
M ,/M o n e ta ry  base 1.77 1.77 1.81 1.75
M 2/M o n e ta ry  base 3.69 3.98 4.13 4.21
V elocity  o f  c ircu la tio n  G D P /M , 9.29 8.78 8.13 8.67
Source: ECLAC, on the basis of figures provided by the Central Bank of Honduras and the International Monetary Fund. 
"Preliminary figures. *The monetary base is no included in the balance. c Annual averages. J Average up to July.
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(4) (5) (6) (7) (8) (9) (10) (U ) (12)
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
112.3 109.8 111.2 97.7 99.9 98.6 102.4 100.1 101.4
127.1 125.7 126.4 98.8 99.9 99.4 101.2 100.1 100.6
131.6 136.0 133.8 103.6 100.3 101.9 96.5 99.7 98.1
133.0 137.8 136.2 113.0 1091 110.4 88.5 91.7 90.6
1.352 143.3 140.8 119.7 1130 115.0 83.5 88.5 87.0
138.5 146.4 143.4 118.5 112.1 114.4 84.4 89.2 87.4
148.7 165.2 158.6 110.9 998 104.0 90.2 100.2 96.2
Source: IXLAC, on rhc basis of figures supplied by the Central Bank of Honduras and the International Monetary Fund.
"A "basket" made up of Honduras's main trading partners ( 17 countries) was used, weighted by the foreign trade structure corresponding to 
1978. Simple average of exports and imports. 'Corresponds to the first three quarters of the year.
b )  M onetary policy
I n  1985  th e  m o n e ta r y  p o lic y  w a s  d i r e c te d  to w a r d s  a c h ie v in g  e c o n o m ic  s ta b i l i z a t i o n  a n d  
re c o v e ry  — w i t h o u t  a l t e r in g  t h e  e x c h a n g e  r a t e  o f  t h e  l e m p i r a —  b y  b o o s t in g  p r i v a t e  e n t e r p r i s e .27
I n  o r d e r  to  a t t a in  t h e s e  g o a ls  i t  w a s  p r o p o s e d  to  r e d u c e  n e t  f in a n c in g  f ro m  t h e  b a n k in g  s y s te m  
to  t h e  p u b l ic  s e c to r ,  w h i l e  i n c r e a s in g  c r e d i t  l in e s  f ro m  t h e  C e n t r a l  B a n k  to  t h e  b a n k in g  s y s te m ;  t h e  
c o m p u ls o r y  b a n k  r e s e r v e s  w e r e  r e d u c e d  f o r  t h o s e  i n s t i t u t i o n s  h o ld in g  7 0 %  o f  t h e i r  c r e d i t  p o r t f o l io  in  
lo a n s  to  a g r ic u l tu r e  a n d  s to c k - r a i s in g ;  t h e  i n t e r e s t  r a t e  o n  r e d i s c o u n ts  fo r  b a s ic  g r a in s  w a s  r e d u c e d  b y  
o n e  p o i n t ,  a n d  i n t e r e s t  r a t e s  o n  lo a n s  a n d  d e p o s i ts  w e r e  k e p t  a t  t h e  s a m e  le v e l  a s  t h e  p r e v io u s  y e a r ,  
im p ly in g  a n  in c r e a s e  in  t h e  r e a l  r a te s .
I n  M a y , t h e  G o v e r n in g  B o a r d  o f  t h e  C e n t r a l  B a n k  d e c id e d  to  a p p ly  a  m o r e  f le x ib le  e x c h a n g e  
p o l ic y ,  a u th o r i z i n g  e x p o r t e r s  to  r e t a i n  f o r e ig n  e x c h a n g e  f ro m  t r a n s a c t io n s  w i th  o t h e r  C e n tr a l  
A m e r i c a n  c o u n t r i e s ,  so  t h a t  th e y  m i g h t  p a y  fo r  t h e i r  o w n  i m p o r t s  f ro m  th e  r e g io n ,  se l l  s u c h  f o r e ig n  
e x c h a n g e  to  o t h e r  i m p o r t e r s ,  o r  c h a n g e  i t  f o r  l e m p i r a s  a t  t h e  f re e  e x c h a n g e  r a te .
I n f lu e n c e d  b y  t h e  a b o v e  m e a s u r e s ,  t h e  m o n e ta r y  s e t t i n g  in  1985  w a s  c h a r a c te r i z e d  b y  a  lo w e r  
g r o w th  o f  l iq u id ity . D e m a n d  d e p o s i t s  d im in i s h e d ,  g iv in g  r i s e  to  o n ly  a  s l ig h t  in c r e a s e  in  t h e  m o n e y  
s u p p ly ,  w h i le  q u a s i -m o n e y  e x h ib i t e d  a  g r o w th  r a t e  w e l l  b e lo w  t h a t  s h o w n  in  t h e  1 9 8 1 -1 9 8 4  p e r io d .  
T h e  e v o lu t io n  o f  b a n k  d e p o s i t s  s e e m s  to  h a v e  b e e n  a s s o c ia te d  w i th  t h e  g r e a t e r  p o s s ib i l i t i e s  fo r  
i m p o r t i n g ,  w h ic h  d i s in c e n t iv a t e d  s a v in g s ,  in  s p i t e  o f  a n  in c r e a s e  in  t h e  r e a l  i n t e r e s t  r a t e s  o n  d e p o s i ts  
o w in g  to  t h e  m a i n t e n a n c e  o f  t h e  e x i s t in g  n o m in a l  r a t e s  a n d  t h e  d r o p  in  in f la t io n .  B y  a n d  la r g e ,  t h e  
lo w e r  g r o w th  in  l iq u id i ty  w a s  b a s ic a lly  d u e  to  t h e  r e d u c t io n  in  t h e  p u b l ic  d e f ic i t  ( s e e  ta b le  19).
D o m e s t ic  c r e d i t  in c r e a s e d  a t  a  s im i la r  r a t e  to  t h a t  o f  t h e  p r e v io u s  y e a r  ( 1 0 % ) ,  w i t h  a  r i s e  in  t h e  
s h a r e  g r a n t e d  to  t h e  p r i v a t e  s e c to r ,  f a v o u re d  b y  a  d r o p  in  t h e  g r o w th  r a t e  o f  c r e d i t  to  t h e  p u b l ic  s e c to r . 
T h is  lo w e r  d e m a n d  f o r  p u b l ic  c r e d i t  w a s  t h e  r e s u l t  o f  a  n u m b e r  o f  f a v o u ra b le  e l e m e n t s ,  a m o n g  w h ic h  
m e n t i o n  m a y  b e  m a d e  of: a n  im p r o v e m e n t  in  t h e  g o v e r n m e n t 's  f in a n c ia l  p o s i t i o n ;  t h e  im p l e m e n t a ­
t i o n  o f  a  p o lic y  o f  s e l l in g  g o v e r n m e n t  b o n d s  in  t h e  n o n - f in a n c ia l  p r i v a t e  s e c to r ;  t h e  s h a r p  in c r e a s e  in  
d e p o s i t s  b y  d e c e n t r a l i z e d  a g e n c ie s  w h ic h  r e g i s t e r e d  a  s u r p lu s ;  a n d  t h e  s ig n i f ic a n t  in f lo w  o f  e x t e r n a l  
r e s o u r c e s ,  m a in ly  f ro m  t h e  U n i t e d  S ta te s  G o v e r n m e n t .
T h e  g r e a t e r  a v a i la b i l i ty  o f  c r e d i t  f o r  t h e  p r i v a t e  s e c to r  m a d e  i t  p o s s ib le  to  m e e t  t h e  g r e a t e r  
d e m a n d  c a u s e d  b y  t h e  n e e d  to  r e p l e n i s h  s to c k s  a n d  t h e  r e d u c t io n  in  im p o r t  r e s t r i c t i o n s  p r o m o te d  b y
27 Central Bank of Honduras, Programa monetario 198}, Tegucigalpa, D.C., July 1985.
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H O N D U R A S :  N E W  L O A N S  B Y  T H E  B A N K I N G  S Y S T E M , 
A C C O R D I N G  T O  T H E I R  A L L O C A T IO N
(As a t Decem ber o f  each year)
M illio n s  o f  lem p ira s
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985"
T o ta l 1 7 5 7 1 9 8 3 2  301 100.0 100.0 100.0 12.6 16.2 12.9 16.0
A g ric u ltu re 404 455 491 21.9 20.7 21.4 19.0 25.1 12.7 7.9
In d u stry 467 466 582 20.6 19.6 25.3 4 3 .0 13.5 -0.3 24 .9
S erv ices 225 196 196 12.2 16.7 8.5 3.5 38.0 -12.9 0.2
R eal e s ta te 158 151 151 11.7 9.2 6.6 -3.6 15.1 -4 .6 0.3
C o m m erce 414 604 749 28.6 28.0 32.5 -0.2 3.3 46.1 23.8
C o n su m p tio n 75 88 97 4 .6 5.0 4.2 -11.2 19.3 18.1 9.9
O th e r 14 23 35 0.4 0.8 1.5 13.3 -2.8 60.3 55.8
Source: ECLAC, on the basis of official figures.
"Preliminary figures. ''Including construction, real estate sale and purchase, and liquidation of mortgages.
t h e  C e n t r a l  B a n k . T h u s ,  t h e r e  w a s  a  1 6 %  in c r e a s e  in  n e w  lo a n s ,  m a in ly  d i r e c te d  to  in d u s t r y  a n d  
c o m m e r c e  a n d ,  to  a  le s s e r  e x t e n t ,  to  a g r ic u l tu r e ,  s p u r r e d  b y  th e  m o n e ta r y  m e a s u r e s  a d o p te d  d u r in g  
t h e  y e a r  ( s e e  ta b le s  2 0  a n d  2 1 ) .
O n  t h e  o t h e r  h a n d ,  t h e  c a p i ta l  a n d  r e s e r v e s  o f  t h e  b a n k in g  s y s te m  in c r e a s e d  a s  a  r e s u l t  o f  t h e  
c a p i t a l i z a t i o n  o f  s o m e  p r i v a t e  b a n k s ,  u n d e r t a k e n  in  o r d e r  to  c o m p ly  w i t h  t h e  p r o v i s io n s  o f  t h e  
C e n t r a l  B a n k . T h i s  e x p la in s  m o s t  o f  t h e  in c r e a s e  in  t h e  " o th e r  i te m s "  e n t r y  u n d e r  " fa c to r s  o f  
a b s o r p t io n "  in  t h e  m o n e ta r y  b a la n c e .
W i t h  r e g a r d  to  t h e  e x c h a n g e  r a t e ,  d u r in g  th e  p e r io d  1 9 8 1 -1 9 8 4  t h e  l e m p i r a  e x p e r ie n c e d  a n  
e f fe c tiv e  a p p r e c i a t i o n .  I n  1 9 8 5 , h o w e v e r ,  i t  r e g i s t e r e d  a  p a r t i a l  e f fe c tiv e  d e p r e c ia t io n  c a u s e d  b y  th e  
d e v a lu a t io n  o f  t h e  U .S . d o l l a r  ( s e e  ta b le  2 0 ) .
F in a l ly ,  d u r i n g  1985 n o  n e g o t i a t i o n s  w e r e  c o n d u c te d  w i th  t h e  I n t e r n a t i o n a l  M o n e ta r y  F u n d  
w i th  a  v ie w  to  r e a c h in g  a  n e w  a g r e e m e n t  to  b a c k  u p  th e  a d ju s tm e n t  a n d  re c o v e ry  p r o g r a m m e  
p r o m o te d  b y  t h e  g o v e r n m e n t .
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1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
D u r i n g  1 9 8 5 , t h e  e c o n o m ic  p o lic y  o f  M e x ic o  w a s  t o m  b e tw e e n  tw o  o b je c t iv e s  t h a t  i t  w a s  u n a b le  to  
r e c o n c i le .  O n e  w a s  to  r e a c t iv a te  p r o d u c t io n  a n d  e m p lo y m e n t  to  m e e t  t h e  u n s a t is f ie d  e c o n o m ic  a n d  
so c ia l d e m a n d s  o f  a  r a p id ly  i n c r e a s in g  p o p u l a t i o n  a n d  th e  o th e r ,  to  c o n t in u e  t h e  a d ju s tm e n t  p r o c e s s  in  
o r d e r  to  c h e c k  th e  v a s t  im b a la n c e s  t h a t  h a d  c r e a te d  t h e  c r is is  in  1982 . T h e  a d v e r s e  r e l a t i o n s h i p  w i th  
t h e  i n t e r n a t io n a l  e c o n o m y  l im i te d  t h e  s c o p e  f o r  a c t io n  an d  so  i t  w a s  n o t  p o s s ib le  to  a t t a in  e i t h e r  o f  
th e s e  o b je c t iv e s .
T h a n k s  to  t h e  m o m e n tu m  g a th e r e d  th e  p r e v io u s  y e a r  w h e n  t h e  f i r s t  o b je c t iv e  w a s  g iv e n  p r id e  
o f  p la c e ,  1985  b e g a n  w i th  s u b s ta n t i a l  r e v iv a l  in  m o s t  o f  t h e  b r a n c h e s  o f  t h e  p r o d u c t iv e  a p p a r a tu s .  
N e v e r t h e l e s s ,  t h e  f i r s t  s ig n s  o f  d e t e r i o r a t i o n  o f  p e t r o l e u m  p r ic e s  o n  th e  i n t e r n a t io n a l  m a r k e t  
( p e t r o l e u m  h a s  a  c o n s id e ra b le  in f lu e n c e  o n  p u b l ic  f in a n c e s  an d  th e  a v a ila b il i ty  o f  f o r e ig n  e x c h a n g e )  
an d  t h e  p o o r  r e s p o n s e  o f  n o n - p e t r o l e u m  e x p o r t s  w h ic h  h a d  b e e n  th e  m a in s ta y  o f  t h e  r e a c t iv a t io n  
p o lic y , s u b s ta n t ia l ly  lo w e re d  e x p e c ta t io n s .  T h e  e c o n o m ic  p o lic y  w a s  t h e n  r e o r i e n t e d  to w a r d s  t h e  
s e c o n d  o b je c t iv e  a s  in  1 9 8 3 . I n  fa c t, a  r a t h e r  u n s u c c e s s fu l  a t t e m p t  w a s  m a d e  to  c u rb  in f la t io n  th r o u g h  a  
s e r ie s  o f  b u d g e ta r y  r e d u c t io n s  b e g in n in g  in  F e b ru a ry .  I n f la t io n  p e r s i s t e d ,  d e s p i te  t h e  fa c t t h a t  fo r  
m o n t h s ,  t h e  in e v i ta b le  d e v a lu a t io n  o f  t h e  p e s o  h a d  b e e n  p o s tp o n e d .  A t  t h e  s a m e  t im e ,  t h e  d o w n t u r n  
in  e c o n o m ic  a c tiv ity  m a d e  i t  p o s s ib le  to  h a l t  t h e  r a p id  in c r e a s e  in  im p o r t s .  In  J u n e  i t  w a s  f in a lly  
d e c id e d  to  in c r e a s e  t h e  e x c h a n g e  rate" s h a rp ly  a n d  in  A u g u s t ,  t h e  t r a d e  l ib e r a l iz a t io n  p r o c e s s  w a s  
a c c e le ra te d . T h e s e  d e c is io n s  w e r e  a c c o m p a n ie d  b y  l a r g e  e x p e n d i tu r e  c u ts . T h is  s e r ie s  o f  m e a s u r e s  
m a r k e d  a  c r i t ic a l  p o i n t  in  t h e  c o u n t r y 's  e c o n o m ic  p o lic y .
T h e  g r o s s  d o m e s t ic  p r o d u c t  in c r e a s e d  b y  2 .7 %  b u t  th i s  r a t e  sc a rc e ly  e x c e e d e d  t h e  b i r th  r a te .  T h e  
b a c k g r o u n d  in f o r m a t io n  o n  e m p lo y m e n t  g r o w th  i s  s k e tc h y  b u t  s u g g e s ts  t h a t  t h e r e  w a s  s o m e  
i m p r o v e m e n t .  I n  an y  e v e n t ,  t h e  in c r e a s e  in  e m p lo y m e n t  m u s t  h a v e  b e e n  s l ig h t  in  v ie w  o f  t h e  fac t t h a t  
t h e r e  w a s  n o t  e n o u g h  g r o w th  in  t h o s e  s e c to r s  o f  p r o d u c t io n  e m p lo y in g  t h e  m o s t  la b o u r  ( a g r ic u l tu r e ,  
t r a d e ,  c o n s t r u c t io n  a n d  c e r ta in  s e rv ic e s )  to  c o p e  w i th  t h e  s p e c ta c u la r  in c r e a s e  in  t h e  la b o u r  fo rce .
W i th  r e s p e c t  to  a d ju s tm e n t ,  t h e  in f la t io n  a c c e le ra te d  r e a c h in g  6 4 %  a t  t h e  e n d  o f  t h e  y e a r  a  
f ig u re  w h ic h  fa r  e x c e e d e d  t h e  f ix e d  t a r g e t  o f  3 5 % .  A t  t h e  s a m e  t im e ,  t h e  p u b l ic  d e f ic i t  r o s e  to  a lm o s t  
1 0 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  ( in  o t h e r  w o r d s  f a r  a b o v e  th e  5 %  in i t ia l ly  s e t)  a n d  e x te r n a l  
a c c o u n ts  t h e  m a in  a r e a  o f  a c h ie v e m e n t  o f  t h e  s t a b i l i z a t i o n  p r o g r a m m e  d u r in g  t h e  p r e c e d in g  tw o  
y e a r s ,  s u d d e n ly  m a d e  a n  a b r u p t  r e v e r s a l  w h e n  t h e  c u r r e n t  a c c o u n t s u r p lu s  w a s  c o n s id e ra b ly  re d u c e d . 
T h is  c a u s e d  a  s u b s ta n t i a l  lo s s  o f  in t e r n a t io n a l  m o n e ta r y  r e s e r v e s  ( s e e  ta b le  1 an d  f ig u re  1).
V a r io u s  e x t e r n a l  p h e n o m e n a  h a d  a  m a r k e d  im p a c t  o n  th i s  s i tu a t io n .  I n t e r e s t  r a te s  in  t h e  
i n t e r n a t io n a l  m a r k e t s  c o n t in u e d  to  b e  v e ry  h ig h ,  in  s p i t e  o f  t h e  n e w  d e c l in e s  th e y  e x p e r ie n c e d ,  so  t h a t  
p a y m e n t s  in  t h e  a m o u n t  o f  U S $ 1 0  b i l l io n  h a d  to  b e  m a d e . T h e  d e t e r i o r a t i o n  o f  t h e  in t e r n a t io n a l  
p e t r o l e u m  m a r k e t  — w h ic h  a f fe c te d  b o th  t h e  p r ic e s  a n d  th e  v o lu m e  o f  e x p o r t e d  c ru d e —  a n d  th e  
s u s p e n s io n  o f  g a s  p u r c h a s e s  b y  t h e  U n i te d  S ta te s  c a u se d  a  d r o p  in  f o r e ig n  e x c h a n g e  e a r n in g s  o f  
a lm o s t  U S $ 2  b il l io n . T h e  d e c l in e  in  t h e  p r ic e s  o f  o t h e r  e x p o r t s  (w h ic h  w a s  e v e n  m o r e  p r o n o u n c e d  
t h a n  th a t  in  t h e  p r i c e  o f  p e t r o l e u m )  t h e  p r o t e c t i o n i s t  m e a s u r e s  a p p l ie d  b y  t h e  i n d u s t r i a l i z e d  c o u n t r ie s  
an d  t h e  fa c t t h a t  t o u r i s t s  w e r e  d is c o u ra g e d  f ro m  g o in g  to  M e x ic o  w e r e  c o n t r ib u t in g  fa c to rs .  E x te r n a l  
f a c to r  p a y m e n t s  an d  t h e  d e t e r i o r a t i o n  o f  t h e  t e r m s  o f  t r a d e  a ffe c ted  t h e  g r o s s  n a t io n a l  in c o m e  
a l th o u g h  d u r in g  t h e  y e a r  u n d e r  r e v ie w  i t s  g r o w th  w a s  s l ig h tly  m o r e  t h a n  t h a t  o f  t h e  g r o s s  d o m e s t ic  
p r o d u c t  ( 2 .7 % ) .
A l th o u g h  i m p o r t s  w e r e  s t i l l  m u c h  lo w e r  t h a n  th o s e  r e c o rd e d  d u r in g  t h e  b o o m  y e a r s ,  th e y  g r e w  
s u b s ta n t ia l ly  d e s p i t e  t h e  c o n s t r a i n t s  im p o s e d  o n  e c o n o m ic  a c tiv ity  f ro m  t h e  m id d le  o f  t h e  y e a r .  A s  a  
r e s u l t ,  t h e  t r a d e  s u r p lu s  w a s  d r a s t ic a l ly  r e d u c e d  an d  w a s  b a re ly  e n o u g h  to  c o v e r  t h e  e x te r n a l  f a c to r  
p a y m e n t s .  M e d iu m -  an d  l o n g - te r m  e x te r n a l  f in a n c in g  to  w h ic h  th e  c o u n try  h a d  a c c e ss  fe ll to  le s s  t h a n
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U S $ 3 0 0  m i l l io n ,  w h ic h  m a d e  th e  e c o n o m y 's  p r o s p e c t s  e v e n  g lo o m ie r  in  t e r m s  o f  th e  a v a i la b i l i ty  o f  
fo re ig n  e x c h a n g e .  A ll  th i s  a ffe c te d  th e  c o u n t r y 's  c a p a c ity  to  p a y  its  e x te r n a l  c r e d i to r s ,  a n d  in  th e  la s t  
q u a r t e r ,  a m o r t i z a t i o n  p a y m e n ts  in  th e  a m o u n t  o f  a lm o s t  U S $ 1  b i l l io n  h a d  to  b e  p o s tp o n e d .
A s  s ta te d  e a r l i e r ,  e x c h a n g e  r a te  a d ju s tm e n ts  w e re  p o s tp o n e d  in  o rd e r  to  c o m b a t  in f la t io n ,  b u t 
th is  h a d  a n  a d v e r s e  im p a c t  o n  t r a d e  f lo w s. F u r t h e r m o r e ,  b e c a u s e  o f  th e  a tm o s p h e r e  o f  u n c e r ta in ty ,  
th e r e  w a s  r e n e w e d  f l ig h t  o f  c a p i ta l  a n d  s p e c u la t io n ,  w h ic h  h a m p e r e d  th e  d e v e lo p m e n t  o f  th e  
e c o n o m y .
T h e  u n s ta b le  e x c h a n g e  r a te  a n d  th e  s u d d e n  d e v a lu a t io n s  in  J u n e  a n d  N o v e m b e r  w e re  a c c o m ­
p a n ie d  b y  a d ju s tm e n ts  to  d o m e s tic  i n t e r e s t  r a te s ,  w h ic h  w e re  ra is e d  c o n s id e ra b ly  in  a n  a t t e m p t  to  
r e t a in  d o m e s t ic  s a v in g s .  H o w e v e r ,  th is  in c r e a s e  w a s  n o t  e n o u g h  to  h a l t  th e  d e c l in e  in  b a n k  d e p o s i ts ,  
w h ic h  c a u s e d  a n o th e r  s e tb a c k  in  f in a n c ia l  in t e r m e d ia t io n .  F u r t h e r m o r e ,  th e  s t r o n g  d e m a n d  fo r c r e d i t  
p u s h e d  th e  i n t e r e s t  r a te s  o n  lo a n s  u p  a n d  s u b s ta n t ia l ly  in c r e a s e d  th e  c o s t o f  c re d it .
T ab le  1
M E X IC O : M A IN  E C O N O M IC  IN D IC A T O R S
1979 1980 1981 1982 1983 1984 1985°
lex es  1980 = 100
B a sic  e c o n o m ic  in d ic a to r s
G ro ss d o m e s tic  p ro d u c t a t m a rk e t p rices 41.8 100.0 108.3 108.3 102.7 106.3 108.9
G ro ss n a tio n a l incom e 90.1 100.0 108.4 105.1 98.4 102.1 104.7
P o p u la tio n  (m illio n s  o f  in h a b ita n ts ) 67.5 69.4 71.3 73.2 75.1 77.0 79.0
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t 94.3 100.0 105.5 102.8 95.1 96.0 96.0
G ro w th ra te s
S h o r t- te rm  e c o n o m ic  in d ic a to r s  
G ro ss d o m e s tic  p ro d u c t 13.4 . 8 .9 8.3 -5.2 3 .5 2 .7
P e r  c ap ita  g ro ss  d o m e s tic  p ro d u c t (5.4 6 .0 5.5 -2.6 -7.5 1.0 0 .2
G ro ss n a tio n a l in co m e 10.4 11.0 8.4 -3.0 -6.4 3 .7 2 .8
U n e m p lo y m e n t ra te  c 
C o n su m er p rices
£5.7 4 .5 4 .2 4 .2 (5.8 (5.0 4 .7
D e c e m b e r  to  D ec e m b e r 20.0 29.8 28.7 98.8 80.8 59.2 63.7
V a ria tio n  b e tw e e n  an nual av erages 18.2 26.3 27.9 58.9 101.9 65.4 57.7
R eal w ag es and  sa laries -1.3 -6.7 2 .4 -4.3 -23.0 -6.4 -1.6
M o n e y ' 33.1 33.5 32.8 62.1 41.4 63.0 54.8
C u rre n t in co m e  o f  g o v e rn m e n t 35.9 65.6 36.7 63.9 107.6 56.4 58.7
T o ta l e x p e n d itu re  o f  g o v e rn m e n t 57.0 56.5 62.9 101.7 73.0 47.2 70.4
Fiscal d e f ic it/to ta l g o v e rn m e n t e x p e n d itu re *  2 0 . 0 16.4 30.3 44.1 30.8 30.0 31.0
F in an c ia l defic it o f  th e  p ub lic  s e c to r /G D P 5 .4 (5.5 14.5 17.6 8 .9 8 .7 9 .9
C u rre n t va lu e  o f  e x p o rts  o f  goods 
and se rv ices 40.8 55.1 23.1 -9.4 3.9 10.5 -7.9
C u rre n t va lu e  o f  im p o rts  o f  goods 
and  se rv ices 47.4 53.8 30.6 -40.8 -36.1 27.3 16.4
T e rm s o f  tra d e  (g oods and serv ices) 19.5 0.5 -20.9 -5.6 1.5 -1.8
M lio n s  o f  d o l la r s
E x te rn a l se c to r
T rad e  b a lan ce  (g o o d s and  services) -1 5 7 5 -2 225 -4 658 6 302 14 494 13 869 8 852
N e t  facto r p a y m e n ts 4 108 6 209 9 531 12 815 9 466 10 339 8 762
B alance  o n  c u rre n t account -5 553 -8 305 -14 074 -6 416 5 151 3  704 298
B a lan ce  on  cap ita l account 5 868 9 262 15 151 2 843 -3 118 -1 570 -2 722
V a ria tio n  in  in te rn a tio n a l rese rv es (g ross) 3 5 6 938 762 -3 469 2 045 2 143 -2 328
T ota l e x te rn a l d eb t 39 700 50 700 74 900 87 600 93 800 96 700 97 800
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Percentages. cWeighted average for the metropolitan areas of Mexico City, Guadalajara and
Monterrey. ''Refers to minimum wages and annual averages. 'Money in circulation, notes and checking accounts.
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T h e  in c r e a s e d  c o s t  o f  f o r e ig n  e x c h a n g e  a n d  f in a n c in g  b e c a m e  th e  m a in  c a u s e  o f  t h e  r e s u r g e n c e  
o f  in f la t io n .  T h e  in c r e a s e  in  t h e  c o s t  o f  c r e d i t  a ls o  s e v e re ly  a ffe c te d  th e  e v o lu t io n  o f  g o v e r n m e n t  
f in a n c e s  s in c e  i n t e r n a l  a n d  e x t e r n a l  d e b t  s e rv ic in g  a c c o u n ts  fo r  4 2 %  o f  t h e  to ta l  e x p e n d i tu r e  o f  th e  
p u b l ic  s e c to r .
A l th o u g h  th e  p u b l ic  s e c to r  b u d g e t  h a d  b e e n  d r a f te d  o n  a n  a u s te r i ty  b a s is ,  in  r e s p e c t  b o th  o f  
c u r r e n t  e x p e n d i t u r e  a n d  o f  in v e s tm e n t ,  w h e n  th e  p e t r o l e u m  m a r k e t  w e a k e n e d ,  s o m e  c u tb a c k s  h a d  to  
b e  m a d e .  F o r e m o s t  a m o n g  th e s e  w e r e  t h e  s u s p e n s io n  o f  n o n - p r io r i ty  in v e s tm e n t  p r o je c t s ,  a  r e s t r i c ­
t io n  o n  p u r c h a s e s  a n d  s u b s id ie s ,  a  f re e z e  o n  c o n t r a c t s  a n d  th e  t e r m in a t i o n  o f  th o u s a n d s  o f  jo b s  as 
w h o le  s e c to r s  o f  t h e  C iv il  S e rv ic e  w e r e  e l im in a t e d 1 m o r e  S ta te  e n t e r p r i s e s  w e r e  l iq u id a te d  a n d  p u t  o n  
sa le  b u t  in  g e n e r a l  a n d  w i th  t h e  e x c e p t io n  o f  a  few  f i rm s  c o n n e c te d  w i th  to u r is m ,  th e s e  e n t e r p r i s e s  
w e r e  n o t  p u r c h a s e d .  In  b r ie f , t h e r e  w a s  a  t e n d e n c y  to  r e d u c e  th e  s iz e  o f  t h e  p u b l ic  s e c to r  in  a n  a t t e m p t  
to  in c r e a s e  i t s  e ffic ie n c y .
D e s p i t e  th e s e  e f fo r ts ,  e x p e n d i tu r e  b e c a m e  u n a v o id a b le  a s  a  r e s u l t  o f  t h e  s e is m ic  d i s a s t e r  in  
S e p te m b e r ,  w h ic h  w a s  fe lt  p r im a r i ly  in  M e x ic o  C ity .2 M o r e o v e r ,  g o v e r n m e n t  in c o m e  tu r n e d  o u t  to  b e  
lo w e r  t h a n  fo re c a s t  b e c a u s e  o f  a  d e c l in e  in  t h e  e x p o r t s  o f  P e t r ó le o s  M e x ic a n o s  (PU M E X I a  g a p  b e tw e e n  
th e  p r ic e s  a n d  r a t e s  o f  g o v e r n m e n t  g o o d s  a n d  s e rv ic e s  a n d  th e  r a t e  o f  in f la t io n ,  w h ic h  w a s  h i g h e r  t h a n  
h a d  b e e n  e s t im a te d ,  a n d  a  d r o p  in  t a x a b le  in c o m e  d u e  to  t h e  e c o n o m ic  re c e s s io n .
T h e s e  fa c to r s ,  d o  n o t  h o w e v e r ,  fu lly  e x p la in  t h e  e n o r m o u s  d e f ic i t  o f  t h e  p u b l ic  s e c to r ,  w h ic h  
s to o d  a t  4 .5  t r i l l i o n  p e s o s .  A  s u b s ta n t i a l  p a r t  o f  th i s  d e f ic i t  w a s  d u e  to  t h e  f in a n c in g  m e c h a n is m s  u se d  
r a t h e r  t h a n  to  t h e  s p e n d in g  p o lic y  a s  su c h , w h ic h  r e m a in e d  a u s te r e .3
In  v ie w  o f  t h e  l im i te d  a c c e ss  to  e x te r n a l  c r e d i t  a n d  to  d i r e c t  f in a n c in g  b y  th e  C e n tr a l  B a n k , th e  
g o v e r n m e n t  a t t r a c te d  d o m e s t ic  s a v in g s  b y  i s s u in g  b o n d s  ( th e  c i r c u la t io n  o f  T re a s u r y  C e r t i f ic a te s  
in c r e a s e d  th r e e f o ld  d u r in g  th e  y e a r )  th e r e b y  c o m p e t in g  a c tiv e ly  in  th e  c a p i ta l  m a r k e t  a n d  p u s h in g  
i n t e r e s t  r a t e s  u p . H o w e v e r ,  in s u f f ic ie n t  r e s o u r c e s  w e r e  g e n e r a te d  in  th i s  w a y , a n d  th e  b a n k in g  sy s te m  
w a s  o b l ig e d  to  t r a n s f e r  a d d i t io n a l  fu n d s  to  t h e  g o v e r n m e n t .  T h is  r e d u c e d  th e  p o s s ib i l i t i e s  o f  f in a n c in g  
S ta te  e n t e r p r i s e s ,  w h ic h  in  c o m p e n s a t io n  r e c e iv e d  la r g e r  c u r r e n t  a n d  c a p i ta l  t r a n s f e r s .  O n  th e  o th e r  
h a n d ,  t h e  p r i v a t e  s e c to r  w a s  a b u n d a n t ly  f in a n c e d  d u r in g  th e  y e a r ,  a n d  le n d in g  d id  n o t  c o n t r a c t  u n t i l  
D e c e m b e r .
T h e  w id e n in g  o f  t h e  g a p  b e tw e e n  in t e r e s t  r a te s  a n d  lo a n s  a n d  th o s e  o n  d e p o s i t s  a n d  th e  s t r o n g  
d e m a n d  fo r  c r e d i t  b y  in d iv id u a ls  g a v e  r i s e  to  a  la rg e  n u m b e r  o f  e x t r a - b a n k in g  f in a n c ia l  m e c h a n is m s ,  
w h ic h  a ls o  a t t r a c t e d  p u b l ic  r e s o u rc e s .  T h e  o p e r a t i o n  o f  th e s e  m e c h a n is m s ,  t o g e th e r  w i th  t h e  g r e a te r  
r o le  p la y e d  b y  th e  f lo a t in g  o f  g o v e r n m e n t  b o n d s ,  w a s  o n e  o f  t h e  c a u s e s  o f  t h e  d e c l in e  in  t h e  r e la t iv e  
i m p o r t a n c e  o f  t h e  n a t io n a l  b a n k  in  t h e  p r o c e s s  o f  f in a n c ia l  in te r m e d ia t io n .
F o r  t h e  s e c o n d  c o n s e c u t iv e  y e a r ,  p r iv a t e  i n v e s tm e n t  in c r e a s e d  c o n s id e ra b ly  ( 1 4 % ) ,  a l th o u g h  it  
r e m a in e d  a t  a  m u c h  lo w e r  le v e l  t h a n  d u r in g  th e  p e r io d  o f  t h e  p e t r o l e u m  b o o m . T h is  d y n a m is m  w a s  
d u e  la rg e ly  to  t h e  fa c t t h a t  f isca l i n c e n t iv e s  w e r e  s t i l l  b e in g  p r o v id e d  fo r  in v e s tm e n t  in  f ix e d  a s se ts  
w h ic h  p a r t i c u la r ly  e n c o u r a g e d  th e  p u r c h a s e  o f  a u to m o b i le s ,  c o m p u te r  a n d  o ffice  e q u ip m e n t  a n d  re a l  
e s ta te .  T h is  c o n t r ib u te d  to  t h e  u p t u r n  in  n a t io n a l  p r o d u c t io n  a n d  m a c h in e r y  i m p o r t s  w h ic h  c o n ­
t r a s t e d  w i th  t h e  s lu g g is h n e s s  e x p e r ie n c e d  b y  c o n s t ru c t io n .  T h e  p r o f i t  m a r g i n  r e c o r d e d  in  t h e  v a r io u s  
b r a n c h e s  c o n s t i t u t e d  a n  in c e n t iv e  to  r e in v e s t .  In  fac t, t h e  d o m e s t ic  f in a n c ia l  m a r k e t s  w e r e  u s e d  a b o v e  
a ll to  m e e t  n e e d s  fo r  w o r k in g  c a p i ta l .  W h e n  th i s  f o rm  o f  f in a n c in g  w a s  r e s t r i c te d  a t t h e  e n d  o f  th e  
y e a r ,  r e c o u r s e  w a s  h a d  to  d e p o s i t s  o u ts id e  t h e  c o u n try ,  w h ic h ,  t e m p o r a r i ly  a t  le a s t ,  a l le v ia te d  th e  
p r e s s u r e  o n  th e  e x c h a n g e  m a r k e t .
N o t w i t h s t a n d i n g  th e  f in a n c ia l  p r o b le m s  s u m m a r iz e d  a b o v e  a n d  in  s p i te  o f  i n t e r n a l  s t r u c tu r a l  
s h o r t c o m in g s ,  t h e  in i t i a l  im p e tu s  e n a b le d  a  n u m b e r  o f  a c t iv i t ie s  su c h  a s  m a n u f a c tu r in g  a n d  e le c t r i c ­
ity , g a s  a n d  w a te r  to  a c h ie v e  f a v o u ra b le  e x p a n s io n  r a te s  ( 6 %  a n d  7 %  r e s p e c t iv e ly ) .  O n  th e  o th e r  
h a n d ,  g r o w th  in  o t h e r  s e c to r s  w a s  le s s  d y n a m ic ;  th i s  w a s  t r u e  o f  a g r ic u l tu r e  ( 2 % ) ,c o n s t r u c t i o n  ( 2 % ) ,  
c o m m u n ic a t io n s  a n d  t r a n s p o r t  ( 3 % )  a n d  s e rv ic e s  in  g e n e r a l  ( 2 % ) .  D e c l in e s  w e r e  r e c o r d e d  o n ly  in  
t h e  o il  in d u s t r y  a n d , w h e r e  s e rv ic e s  a re  c o n c e r n e d ,  in  c o m m u n i ty ,  so c ia l a n d  p e r s o n a l  s e rv ic e s , w h ic h  
in c lu d e  th e  g o v e r n m e n t .
1 A total savings of850 bill ¡ion pesos in budgetary expenditure was made, which represents more than 11 <7r  of the planned disbursement.
1 See ECLAC, D jr/ijfit’ cat/led by the Mexicjn earthquake and ill rvpvruiSfions upon the country'i economy (LC/(i.l}o7), Mexico City, 
15 October 1985.
1 The public sector’s deficit was almost 2.1 trillion pesos higher than the amount estimated in the budget. Of this, 800 billion pesos was 
attributable to the fact that the income was lower and the expenditure higher than the amounts estimated, whereas the amount due to the 
increase in interest rates beyond what was originally estimated exceeded one trillion pesos.
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F ig u re  1 ( c o n c lu s io n )
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Source: ECLAC, on the basis o f official figures.
aA nnual grow th rate. b Average annual rate in m etropolitan  areas o f  Mexico City, Guadalajara
and M onterrey. cD ecem ber - D ecem ber percentage variation. ABillions o f  dollars.
P ercen tag es .
T h e  d i f fe r e n c e s  in  t h e  s e c to ra l  g r o w th  r a te s  w e r e  g r e a t e r  t h a n  th o s e  o b s e rv e d  in  1984. P a r t ly  
r e s p o n s ib l e  fo r  t h i s  w a s  t h e  su c c e s s io n  o f  p o l ic ie s  a n d  th e  d i s c r im in a to ry  a l lo c a t io n  o f  c r e d i t ,  in  w h ic h  
m in in g  a n d  lo w -c o s t  h o u s in g  w e r e  f a v o u re d  to  t h e  d e t r i m e n t  o f  o t h e r  se c to rs .
I n  g e n e r a l ,  t h e  s e c to r s  o r i e n t e d  to w a r d s  c a p i ta l  f o r m a t io n  a n d  th e  m o to r  v e h ic le  in d u s t r y  g r e w  
m o r e  t h a n  th o s e  g e a re d  to  m e e t in g  m o s t  b a s ic  c o n s u m p t io n  n e e d s .
In  g e n e r a l  t h e  w a g e s  p o lic y  fo l lo w e d  t h e  c o n s e r v a t iv e  p a t t e r n s  s e t  o v e r  t h e  p a s t  fe w  y e a r s .  
A l th o u g h  th e  i n t e n t i o n  w a s  to  h a l t  t h e  d o w n w a r d  t r e n d  o f  re a l  w a g e s ,  t h e  r e s u r g e n c e  o f  in f la t io n  in  
t h e  f in a l  m o n t h s  o f  t h e  y e a r  le d  to  a  f u r th e r  d e c l in e  o f  2 % ,  so  t h a t  t h e  p u r c h a s in g  p o w e r  o f  t h e  
m i n im u m  w a g e  w a s  3 9 %  le s s  t h a n  i t  h a d  b e e n  in  197 6 . W o r k e r s ' w a g e s  r e p r e s e n te d  2 7 %  o f  th e  
p r o d u c t ,  a  s l ig h t ly  lo w e r  p r o p o r t i o n  th a n  in  19 8 4  a n d  m u c h  lo w e r  t h a n  t h a t  w h ic h  p r e v a i l e d  b e fo re  
t h e  c r is is  ( 3 8 % ) .  T h e s e  in d ic a to r s  r e f le c t  t h e  d e t e r io r a t i o n  o f  t h e  s t r u c tu r e  o f  d i s t r i b u t io n  a n d  th e  
w e a k n e s s  o f  d o m e s t i c  d e m a n d .
I n  s h o r t ,  d u r in g  1 9 8 5 , t h e  p r e v a i l i n g  u n c e r ta in ty  in  t h e  w o r ld  e c o n o m y  a n d  th e  d if f ic u lt ie s  
e n c o u n te r e d  b y  th e  c o u n t r y  in  i ts  e x t e r n a l  r e l a t i o n s  a g g r a v a te d  in t e r n a l  d i s to r t i o n s  a n d  r ig id i t i e s  b o th  
in  f in a n c ia l  c i r c le s  a n d  in  t h e  p r o d u c t iv e  s t r u c tu r e ,  d e t r a c t i n g  f ro m  th e  e f fe c tiv e n e s s  o f  t h e  e c o n o m ic
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p o lic y . T h e  e c o n o m y  h a d  to  g r a p p le  w i th  t h e  d if f ic u lt  ta s k  o f  a t t e m p t i n g  to  i n s e r t  i t s e l f  in  a  h ig h ly  
c o m p e t i t i v e  i n t e r n a t io n a l  c o n te x t  w h ic h  w a s  su b je c t to  c h a n g e  a n d  in  t h e  t h r o e s  o f  r e in d u s t r i a l i z a ­
t io n .  T h e  l ib e r a l iz a t io n  o f  im p o r t s  a n d  th e  p r o s p e c t  o f  M e x ic o 's  b e c o m in g  a  m e m b e r  o f  G A TT, p u t  a  
s e v e re  s t r a in  o n  t h e  p r o d u c t iv e  a p p a r a tu s ,  w h ic h  h a d  b e e n  d e s ig n e d  to  m e e t  d i f f e r e n t  n e e d s . 
H o w e v e r ,  in  t h e  fa c e  o f  t h e  d e c l in e  o f  t h e  p e t r o l e u m  m a r k e t  a n d  th e  n e e d  to  g e n e r a t e  fo re ig n  
e x c h a n g e  b y  o th e r  m e a n s  in  o r d e r  to  f in a n c e  im p o r t s  a n d  to  sa tis fy  e x te r n a l  c r e d i to r s ,  t h e  a u th o r i t i e s  
h a s t i ly  f o r m u la te d  a  s t r a te g y  in  u n f a v o u ra b le  f in a n c ia l  c o n d i t io n s .  O n  th e  d o m e s t ic  f ro n t ,  t h e  g r o w in g  
r o le  o f  e x t e r n a l  a n d  i n t e r n a l  d e b t  s e rv ic in g  in  p u b l ic  f in a n c e s  b e c a m e  o n e  o f  t h e  m a in  so u rc e s  o f  t h e  
r i g id i t i e s  fe l t  in  t h e  f in a n c ia l  s e c to r  a n d  u n d e r m in e d  th e  e f fe c t iv e n e s s  o f  th e  a d ju s tm e n t  p o lic y . T h e  
t r u th  is  t h a t  in  o r d e r  to  m e e t  t h e  e n o r m o u s  in t e r e s t  p a y m e n t s  fu lly  i t  w a s  n e c e s s a ry  to  c u t  b a c k  p u b l ic  
i n v e s tm e n t  m o r e  a n d  m o r e .  A s  a  r e s u l t ,  t h e  r e s o u r c e s  r e q u i r e d  to  c a r ry  o u t  su c c e ss fu l s t r u c tu r a l  
c h a n g e s  a n d  to  sa tis fy  t h e  so c ia l a n d  e c o n o m ic  d e m a n d s  o f  t h e  p o p u la t i o n  w e r e  r e d u c e d  to  a  
m in im u m .
2 . T r e n d s  in  e c o n o m i c  a c t iv i ty  
a )  G lobal supply and demand trends
E v e n  in  t h e  a d v e r s e  c i r c u m s ta n c e s  s u r r o u n d in g  t h e  d e v e lo p m e n t  o f  t h e  e c o n o m y , s o m e  
e x p a n s io n  o f  t h e  m a in  m a c r o e c o n o m ic  v a r ia b le s  w a s  a c h ie v e d  fo r  t h e  s e c o n d  y e a r  r u n n in g .  In  fac t, t h e  
p a t t e r n s  o f  g r o w th  w e r e  v e ry  s im i la r  to  t h o s e  r e c o r d e d  in  r e s p e c t  o f  198 4  a l th o u g h ,  o n  th e  w h o le ,  t h e  
p a c e  w a s  s lo w e r  b e c a u s e  in  t h e  s e c o n d  h a l f  o f  t h e  y e a r  s e v e ra l  in d ic a to r s  c o n t r a c te d  m o r e  in te n s iv e ly  
t h a n  th e y  h a d  g r o w n  ( s e e  ta b le  2 ).
T o ta l  su p p ly  s h o w e d  g r e a t e r  g r o w th  t h a n  th e  g ro s s  d o m e s t ic  p r o d u c t  ( 3 .5 %  a n d  2 .5 % ,  
r e s p e c t iv e ly ) ,  b e c a u s e  o f  th e  n o ta b le  in c r e a s e  in  im p o r t s  ( 1 8 % ) .  T h is  d y n a m is m  is  a t t r ib u t a b l e  to  th e  
r a p id  e c o n o m ic  g r o w th  e x p e r ie n c e d  d u r in g  th e  f i r s t  h a l f  o f  t h e  y e a r  a n d  to  t h e  h ig h  in c o m e  e la s t ic ity
T a b le  2
M E X IC O : T O T A L  S U P P L Y  A N D  D E M A N D
In d e x e s  P e rc e n ta g e
( 1 9 8 0 =  100) b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
T o ta l su p p ly 95.7 100.1 103.6 113.8 108.3 -5 .8 -7.5 4 .6 3.5
G ro ss  d o m es tic  p ro d u c t a t
m a rk e t p rices 102.7 106.3 108.9 100.0 100.0 - -5.2 3.5 2.7
Im p o rts  o f g o o d s  and services 45.2 55.5 65.4 13.8 8.3 -43.0 -34.3 22 .6 18.0
T o ta l d e m a n d 95 .7 100.1 103.6 113.8 108.3 -5 .8 -7.5 4 .6 3.5
D o m e s tic  dem an d 90.1 94.2 99.0 101.2 92.0 -7.8 -10.7 4.6 5.1
G ro ss  d o m es tic  in v e s tm e n t 61.9 66.5 76.3 28.1 19.7 -28.7 -24.9 7.5 14.7
G ro ss  fixed in v e s tm e n t 69.5 73.4 77.3 24.2 17.2 -15.9 -27.9 5.5 5.4
C o n s tru c tio n 84.6 87.4 89.7 13.7 11.3 -5.1 -19.9 3.3 2.6
M ach in ery 49.5 54.7 60.9 10.4 5.8 -29.4 -41.2 10.6 11.3
P ub lic 67.1 67.5 65.4 13.3 8.0 -14.2 -32.5 0.6 -3.0
P riv a te 72.5 80.6 91.9 10.9 9.2 -18.1 -21.9 11.1 14.0
T ota l c o n su m p tio n 100.9 104.9 107.8 73.1 72.3 0.9 -6.5 3.9 2.8
G en era l g o v e rn m e n t 111.3 118.8 120.4 10.8 12.0 2.4 -1.3 6.8 1.3
P riv a te 99.1 102.4 105.5 62.2 60.3 0.6 -7.5 3.3 3.1
E x p o rts  o f g o o d s and services 141.3 148.3 141.0 12.6 16.3 10.2 13.2 4.9 -4.9
Source; ECLAC on the basis of official figures.
Note: The figures relating to exports and imports of goods and services were taken from the IMF balance-of-payments data expressed in dollars 
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Table 3
In d ex es  
(1 9 8 0 =  100)
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985 1980 1985 1982 1983 1984 1985
G ro ss  d o m e s tic  p ro d u c t 102.7 106.3 108.9 100.0 100.0 -5 .2 3.5 2.7
G o o d s 101.3 105.0 109.0 44.7 44.7 -0 .8 -6.1 3.6 3.8
A g ricu ltu reA 108.5 111.2 113.7 8.4 8.7 -0.6 2.9 2.5 2.2
M in in g 122.5 124.7 126.0 6.8 7.9 9.2 -2.7 1.8 1.0
M a n u fac tu rin g 96.3 100.9 106.8 23.0 22.6 -2.9 -7.3 4 .8 5.8
C o n s tru c tio n 87.1 90.1 92.3 6.5 5.5 -5.0 -18.0 3.4 2.5
B a sic  se rv ices 103.4 110.2 113.8 7.5 7.8 -2.4 -4 .0 6.5 3.3
E lectric ity , gas and w ater 
T ra n s p o r t, s to rag e  and
116.4 125.0 133.6 1.0 1.2 6.6 0.7 7.4 6.9
co m m u n ica tio n s 101.4 107.9 110.8 6.5 6.6 -3.8 -4.8 6.4 2.7
O th e r  se rv ices 104.1 107.2 108.3 49 .0 48 .8 1.1 -4 .3 3.0 1.0
C o m m erce , re s ta u ra n ts  
and h o te ls
F inancia l in s titu tio n s , 
in su ran ce , real e s ta te  and
95.8 98.7 100.4 23.4 21.5 -1.9 -10.0 3.0 1.8
business serv ices 110.5 113.8 116.6 7.9 8.4 2.9 2.1 3.0 2.4
O w n e rsh ip  o f  dw ellings 108.3 111.2 114.4 5.9 6.2 2.9 1.9 2.7 2.8
C o m m u n ity , social and 
p erso n a l services 112.6 116.0 115.6 17.7 18.8 4.4 0.2 3.1 -0.4
G o v e rn m e n t services 117.3 123.5 121.8 3.3 3.7 4.4 3.0 5.3 -1.4
A d ju s tm e n ts  for ban k  services 118.9 123.9 123.3 1.1 1.3 2.6 4.2 4.2 -0.5
Source: ECLAC, on the basis of official figures.
"At constant market prices. Preliminary figures. ' Includes livestock, forestry and fishing.
o f  e x te r n a l  p u r c h a s e s .  H o w e v e r ,  im p o r t s  o f  g o o d s  an d  se rv ic e s  r e p r e s e n te d  b a re ly  8%  o f  th e  G D P, 
c lo se  to  h a l f  th e  f ig u re  re c o rd e d  in  1 9 8 1 , th e  p e a k  y e a r  in  th e  " p e t r o le u m  b o o m " .
E x p o r t s  o f  g o o d s  a n d  se rv ic e s  c o n t r a c te d  as a  r e s u l t  o f  th e  d e c lin e  in  p e t r o le u m  sa le s  a n d  th e  
g r e a te r  c o m p e t i t i o n  e n c o u n te r e d  in  s e l lin g  p e t r o le u m  o n  th e  in te r n a t io n a l  m a rk e t .  N o n - o i l  e x p o r t s  
a lso  d e c lin e d  b e c a u se  o f  th e  p r o t e c t io n i s t  p o lic ie s  o f  th e  in d u s t r ia l iz e d  c o u n t r i e s ,  th e  d r o p  in  th e  rea l 
e x c h a n g e  ra te  d u r in g  th e  f irs t  h a lf  o f  th e  y e a r  an d  th e  r e d u c t io n  o f  e x p o r ta b le  s u r p lu s e s  c a u se d  by  th e  
r e a c t iv a t io n  o f  d o m e s tic  d e m a n d  d u r in g  th is  p e r io d .  L o w e r  e a r n in g s  f ro m  to u r is m  an d  f ro m  sa le s  in  
th e  b o rd e r  a re a  a lso  c o n t r ib u te d  to  th i s  d e c lin e .
A f te r  a  s h a rp  d r o p  in  th e  1 9 8 2 -1 9 8 3  b ie n n iu m  a n d  a  p a r t i a l  re c o v e ry  in  1 9 8 4 , d o m e s t ic  d e m a n d  
in c r e a s e d  b y  5 % . T h is  in c r e a s e  w a s  a t t r ib u t a b l e  p r im a r i ly  to  th e  e x p a n s io n  o f  p r iv a te  s p e n d in g  s in c e  
p u b lic  i n v e s tm e n t  d e c lin e d  b y  3 %  fo r b u d g e ta ry  r e a s o n s  a n d  c u r r e n t  g o v e r n m e n t  e x p e n d i tu r e  
in c re a s e d  by  o n ly  1% .
W i th  r e g a r d  to  p r iv a t e  s p e n d in g ,  th e  d y n a m is m  s h o w n  b y  in v e s tm e n t ,  w h ic h  in c r e a s e d  b y  1 3 % , 
w a s  p a r t ic u la r ly  n o te w o r th y .  F isc a l in c e n t iv e s  in  th e  fo rm  o f  a c c e le ra te d  d e p r e c ia t io n  ( 5 0 %  as 
o p p o s e d  to  7 5 %  in  1 9 8 4 ) , a g a in  r e s u l te d  in  h ig h e r  p u r c h a s e s  o f  f ix ed  a s s e ts .  N e v e r t h e l e s s ,  th e  
in c r e a s e  in  b o th  th e  m a n u f a c tu r e  a n d  i m p o r t a t i o n  o f  m a c h in e ry  d e m o n s t r a t e d  a  g r e a t e r  c a p i t a l i z a t io n  
e f fo r t ,  w h ic h  w a s  n o t  m a tc h e d  b y  th e  c o n s t r u c t io n  o f  in f r a s t r u c tu r e  w o rk s .  S t i l l ,  th e  in v e s tm e n t  
c o e f f ic ie n t  c o n t in u e d  to  b e  m u c h  lo w e r  th a n  in  th e  p a s t ,  a n d  p r iv a t e  c o n s u m p t io n  in c r e a s e d  b y  3 % ,  a 
r a te  t h a t  w a s  s l ig h tly  h ig h e r  t h a n  t h a t  o f  th e  p o p u la t i o n  in c re a se .
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b )  Evolution o f  the main sectors
T h e  g r o s s  d o m e s t ic  p r o d u c t  e v o lv e d  v e ry  m u c h  a s  i t  h a d  d o n e  in  1984 . T h e  g o o d s - p r o d u c in g  
in d u s t r i e s  in  g e n e r a l  m a in t a in e d  t h e  g r o w th  r a t e  o f  t h e  y e a r  b e fo re  ( s l ig h tly  m o r e  t h a n  4%) w h e r e a s  
t h e  s e rv ic e s  in d u s t r y  fe ll s u b s ta n t ia l ly  ( s e e  ta b le  3 ) . H o w e v e r ,  in  c o n t r a s t  to  w h a t  h a d  o c c u r r e d  th e  
p r e v io u s  y e a r ,  w h e n  e c o n o m ic  a c tiv ity  in c r e a s e d  s lo w ly  in  t h e  f i r s t  h a l f  o f  t h e  y e a r  a n d  ra p id ly  in  th e  
s e c o n d , in  1 9 8 5 , p r o d u c t io n  e x p a n d e d  v ig o ro u s ly  in  t h e  f i r s t  h a l f  o f  th e  y e a r  a n d  d e c l in e d  in  t h e  
s e c o n d ,
i)  Agriculture. P r o d u c t io n  in  th i s  s e c to r  g r e w  b y  o n ly  3 %  a l th o u g h  in  t h e  e c o n o m ic  p o lic y  i t  w a s  
r e g a r d e d  a s  o n e  o f  t h e  p r io r i t y  a r e a s  o f  a c tiv i ty  ( s e e  ta b le  4 ) .  T h e  d e c l in e  in  p u b l ic  in v e s tm e n t ,  t h e  
m a r k e d  d r o p  in  t h e  p r ic e s  o f  a  n u m b e r  o f  a g r ic u l tu r a l  p r o d u c t s  o n  th e  in t e r n a t io n a l  m a r k e t  a n d  e v e n  
th e  fa ll in  t h e  d o m e s t ic  c o n s u m p t io n  o f  c e r ta in  l iv e s to c k  p r o d u c t s  u n d e r m in e d  th e  e f fo r ts  m a d e  to  
r e a c t iv a te  t h i s  s e c to r . O n  th e  o t h e r  h a n d ,  t h e  n e e d  to  c u t  p u b l ic  e x p e n d i tu r e  m a d e  i t  n e c e s s a ry  to  
r e d u c e  t h e  b u d g e t  f o r  s u p p o r t  s e rv ic e s ,  w h ic h  h a d  a  n e g a t iv e  e ffe c t o n  r e s e a r c h ,  t r a i n in g  a n d  te c h n ic a l  
a s s is ta n c e  to  p r o d u c e r s .
T a b le  4
M E X IC O :  IN D IC A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N
G ro w th  ra te s
1982 1983 1984 1985° -----------------------------------------------------
1982 1983 1984 1985°
In d e x  o f  a g r ic u l tu ra l  
p r o d u c t io n  (1970  =  100) 147.5 151.8 154.8 159.3 -0 .6 2 .9 2 .0 2 .9
A g ric u ltu re 145.3 151.4 156.7 163.6 -2.9 4.2 3.5 4.4
L ivesto ck 146.3 149.1 146.6 147.3 2.7 19 -1.7 0.5
F o restry 136.1 135.4 137.7 139.5 0.1 -0.5 1.7 1.3
F ish in g  and h u n tin g 2 90 .8 276 .3 309.5 319.4 6.1 -5.0 12.0 3.2
P ro d u c t io n  o f  m a in
c r o p s '
F o r ex p o rts
U n g in n e d  c o tto n 196 229 280 216 -41.3 16.4 22.2 -22.9
Coffee 258 258 294 264 5.7 - 14.0 -10.2
T o m a to e s
F o r d o m e s tic  co n su m p tio n
645 1 472 1 574 -40.0 128.4 6.9
M a ize 10 129 13 061 12 932 13 475 -31.4 28 .9 -1.0 4.2
B e an s 943 1 282 974 913 -35.8 35.9 -24.1 -6.2
W h e a t 4  462 3 460 4  506 5 208 39.9 -22.5 30.2 15.6
S o rg h u m 4 717 4  846 4  974 5 820 -25.1 2.7 2.6 17.0
S ugar cane 34 066 34 109 34 810 -2.4 0.1 2.1
Soya 648 686 685 823 -9.0 5.9 -0.2 20.2
L u ce rn e 15 039 15 261 14 036 -6.0 1.5 -8.0
In d ic a to r s  o f  l iv e s to c k
p r o d u c t io n
S lau g h te r
Beef ca ttle 1 201 1 030 963 980 3.2 -14.2 -6.5 1.7
S w ine 1 365 1 4 8 6 145 5 1 293 4.5 8.8 -2.1 -11.1
S heep 24 22 21 24 3.0 -5.3 -6.1 14.5
P o u ltry
O th e r  p ro d u c ts
482 502 525 589 5.5 4.1 4.4 12.2
M ilk c 7 224 7 057 7 140 7 474 1.0 -2.3 1.2 4.7
E g g s ' 10 355 10 729 11 105 12 396 4.0 3.6 3.5 11.6
Source: ECLAC, on the basis of official figures.
"Preliminary figures estimate on the basis of the monthly advance report of the Ministry of Agriculture and Water Resources on 31 March 1986.
Thousands of tons. 'Thousands of litres. Millions of units.
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A g r ic u l tu r a l  p r o d u c t io n  ro s e  b y  4 .4 % ,  w h ic h  w a s  a  l i t t le  h ig h e r  t h a n  th e  in c r e a s e  s h o w n  th e  
p r e v io u s  y e a r ,  a n d  th i s  w a s  d u e  m a in ly  to  t h e  f a v o u ra b le  c l im a t ic  c o n d i t io n s .  T h e  v o lu m e  o f  w a te r  
a v a i la b le  fo r  i r r i g a t io n  w a s  s l ig h t ly  le s s  t h a n  in  1 9 8 4 , b u t  i t  w a s  e n o u g h  to  c o v e r  t h e  n e e d s  o f  th e  
a u t u m n - w in te r  cy c le . D u r i n g  t h e  s p r in g - s u m m e r  c y c le , r a in fa l l  w a s  a b u n d a n t  a n d  p r o v id e d  a  h ig h  
le v e l  o f  m o i s tu r e  a n d  o f  w a te r  f o r  i r r i g a t io n  d u r in g  t h e  n e x t  cyc le . T h e  lo s s e s  r e p o r t e d  b e c a u s e  o f  
f lo o d s  o r  d r o u g h t  w e r e  sm a ll.
T h e  p o lic y  o f  g iv in g  p r io r i ty  to  t h e  p r o d u c t io n  o f  b a s ic  c r o p s  w a s  m a in t a in e d  b y  d e l ib e r a te ly  
in c r e a s in g  t h e  r a t i o  b e tw e e n  p r ic e s  in  t h e  p r im a r y  s e c to r  a n d  th o s e  in  t h e  r e s t  o f  t h e  e c o n o m y . 
F a c i l i t ie s  fo r  p r o m o t i n g  t h e  e x p o r t  o f  a g r ic u l tu r a l  p r o d u c t s  a lso  c o n t in u e d  to  b e  p r o v id e d ,  b u t  th e  
d e c l in e  in  t h e  i n t e r n a t io n a l  p r ic e s  o f  v a r io u s  c r o p s  su c h  a s  c o t to n  a n d  v e g e ta b le s  le d  m a n y  f a r m e r s  to  
l im i t  t h e i r  p r o d u c t io n .
N o  r e s t r i c t i o n s  w e r e  p la c e d  o n  s u p p l ie s  o f  i n p u t s  f o r  p r o d u c t io n .  S a le s  o f  c e r t i f ie d  g r a in s  a n d  
th e  p r o d u c t io n  o f  f e r t i l i z e r s  in c r e a s e d . I n c r e a s e s  in  t h e  p r ic e s  o f  t h e  m a in  i n p u t s  d id  n o t  a p p e a r  to  
h a v e  a ffe c te d  d e c is io n s  to  so w  b a s ic  g r a in s ,  s in c e  in  m a n y  c a s e s  t h e  a r e a  s o w n  w i th  th e s e  c ro p s  
e x c e e d e d  w h a t  w a s  p l a n n e d .
T h e  a m o u n t  o f  f in a n c in g  e a r m a r k e d  f o r  a g r ic u l tu r e  w a s  r e s t r i c t e d  o n ly  in  t h e  la s t  q u a r te r ,  a n d  
th e  g o a ls  se t  b y  th e  N a t i o n a l  R u r a l  C re d i t  B a n k  w e r e  fu lly  m e t.  T h e  n u m b e r  o f  h e c t a r e s  s e rv ic e d  b y  
th i s  i n s t i t u t i o n  w a s  m o r e  t h a n  3 0 %  h ig h e r  t h a n  in  th e  p r e v io u s  y e a r .
M a iz e  p r o d u c t io n  in c r e a s e d  b y  m o r e  t h a n  4 %  b e c a u s e  o f  f a v o u ra b le  c l im a t ic  c o n d i t io n s  a n d  
in c e n t iv e s  in  t h e  fo rm  o f  a n  in c r e a s e  o f  m o r e  t h a n  7 0 %  in  t h e g u a r a n t e e d p r i c e s . l t  w a s  a ls o  d u e  t o a n  
in c r e a s e  in  t h e  a m o u n t  o f  l a n d  s o w n  e v e n  t h o u g h  th i s  in c r e a s e  w a s  s m a ll  a n d  d id  n o t  c o m e  u p  to  th e  
le v e l  e x p e c te d .
A l th o u g h  a  d e c l in e  in  w h e a t  p r o d u c t io n  h a d  b e e n  fo re c a s t  b e c a u s e  o f  d e la y s  in  p l a n t i n g  a n d  th e  
f lo o d s , i t  is  e s t im a te d  t h a t  t h e  c r o p  e x c e e d e d  5 m i l l io n  to n s  ( 1 6 %  m o r e  t h a n  in  1 9 8 4 ) d u e  to  a n  
in c r e a s e  in  t h e  a r e a  h a r v e s t e d  a n d  to  b e t t e r  y ie ld s . S o rg h u m  p r o d u c t io n  a lso  im p r o v e d  s ig n if ic a n t ly  
( 1 7 % ) ,  b e c a u s e  o f  f a v o u ra b le  c l im a t ic  c o n d i t i o n s  a n d  h ig h  y ie ld s .
T h e  l a r g e r  m a iz e ,  w h e a t  a n d  s o r g h u m  h a r v e s t s  m a d e  i t  p o s s ib le  to  r e d u c e  th e  v o lu m e  o f  
im p o r t s  o f  th e s e  b a s ic  g r a in s ;  m o r e o v e r  t h a n k s  to  t h e  d e c l in e  in  i n t e r n a t io n a l  p r ic e s ,  t h e  c o s t  o f  th o s e  
p u r c h a s e s  d e c l in e d  s u b s ta n t ia l ly .
O n  th e  o t h e r  h a n d ,  b e a n  p r o d u c t io n  d e c l in e d  fo r  t h e  s e c o n d  c o n s e c u t iv e  y e a r  ( - 6 % ) .  A l th o u g h  
th e  p r ic e  g u a r a n t e e s  w e r e  in c r e a s e d  s u b s ta n t ia l ly  ( 1 0 9 % ) ,  th i s  d id  n o t  su c c e e d  in  o f f s e t t in g  th e  
im p a c t  o f  t h e  d e c l in e  d u r in g  th e  p r e v io u s  y e a r ,  w h e n  p r o d u c t io n  fe ll b y  6 % . A s  a  c o n s e q u e n c e ,  in  
o r d e r  to  m e e t  t h e  d e m a n d  fo r  b e a n s ,  a d d i t io n a l  im p o r t s  h a d  to  b e  m a d e ,  b e a n  im p o r t s  in c r e a s in g  b y  
21% .
D u r i n g  th e  s p r i n g - s u m m e r  cy c le  a n  a t t e m p t  w a s  m a d e  to  s t im u la te  t h e  p r o d u c t io n  o f  o i ls e e d s  
(m a in ly  s a f f lo w e r  a n d  s u n f lo w e r  s e e d s ) .  T h e  g u a r a n te e d  p r ic e s  in c r e a s e d  b y  6 4 %  a n d  7 2 % ,  r e s p e c ­
t iv e ly , in  o r d e r  to  c o v e r  t h e  s h o r t f a l l  c a u s e d  b y  th e  d e c l in e  in  p r o d u c t io n  in  1984.
T h e  m a in  e x p o r t  c r o p s  e x p e r ie n c e d  a n  o v e r a l l  d e c l in e  d u e  m a in ly  to  t h e  d r o p  in  c o t to n  a n d  
c o ffe e  p r o d u c t io n .  C o t to n  p r o d u c t io n  fe ll b y  a lm o s t  2 3 %  b e c a u s e  o f  th e  d r o p  in  i n t e r n a t io n a l  p r ic e s ,  
w h ic h  r e s u l t e d  in  a  r e d u c t io n  o f  o v e r  3 5 %  in  t h e  a r e a  u n d e r  c u l t iv a t io n .  C o ffee  p r o d u c t io n ,  f o r  its  
p a r t ,  d e c l in e d  b y  1 0 %  b e c a u s e  o f  t h e  e f fe c ts  o f  th e  b io lo g ic a l  cy c le  o f  t h e  c r o p  a n d  th e  p l a n t a t i o n  
r e n e w a l  p r o g r a m m e .
V e g e ta b le  p r o d u c t io n  d id  n o t  r e a c h  th e  t a r g e t e d  g o a ls  b e c a u s e  t h e  a r e a  f ro m  w h ic h  s o m e  o f  th e  
m a in  c r o p s  w e r e  h a r v e s t e d  h a d  b e e n  re d u c e d . T h e  to m a to  h a r v e s t ,  h o w e v e r ,  w a s  s ig n if ic a n tly  la r g e r  
a l th o u g h  t h e r e  h a d  b e e n  s o m e  d e la y  in  p l a n t in g .  O n  th e  w h o le ,  v e g e ta b le  e x p o r t s  d e c l in e d  b e c a u s e  t h e  
i m p o r t i n g  c o u n t r i e s  — e s p e c ia l ly  t h e  U n i t e d  S ta te s ,  to  w h ic h  a lm o s t  9 0 %  is  so ld —  h a v e  a d o p te d  
p r o t e c t i o n i s t  m e a s u re s ,  im p o s e d  t a r i f f  b a r r i e r s  a n d  e s ta b l i s h e d  v e ry  r ig id  p h y to s a n i t a r y  c o n t r o ls .  In  
th e  la s t  m o n t h s  o f  th e  y e a r ,  im p o r t s  o f  t r o p ic a l  f r u i t s  su c h  a s  m a n g o ,  a v o c a d o  a n d  c i t r u s  f ru i ts  w e r e  
r e s t r i c te d .
I t  is  e s t im a te d  t h a t  t h e  p r ic e s  o f  t h e  m a in  e x p o r t  c r o p s  d e c l in e d  b y  a r o u n d  7 %  a n d  t h a t  t h e  
v o lu m e  s o ld  fe ll b y  a p p r o x im a te ly  1 0 % . T h is  o c c u r r e d  d e s p i te  t h e  s iz e  o f  su c h  c r o p s  a s  c o ffe e  a n d  
f re s h  f ru i t s ,  o th e r  t h a n  t h o s e  m e n t io n e d  a b o v e , w h o s e  v o lu m e  a n d  p r ic e s  e v o lv e d  p o s i t iv e ly .
W i th  r e s p e c t  to  t h e  l iv e s to c k  s e c to r ,  c a t t le  s h o w e d  in s ig n i f ic a n t  g r o w th  fo l lo w in g  t h e  n e g a t iv e  
e v o lu t io n  o f  t h e  p r e v io u s  y e a r .  B e e f  a n d  m u t to n  p r o d u c t io n  g r e w  b y  2 %  a n d  1 5 %  r e s p e c tiv e ly ,  
fo l lo w in g  tw o  y e a r s  o f  d e c lin e . P o r k  p r o d u c t io n  fe ll a g a in  ( - 1 1 % ) ,  w h e r e a s  p o u l t ry  p r o d u c t io n  
c o n t in u e d  to  e x p a n d ,  i n c r e a s in g  b y  1 2 % .
419
T h e  d e c l in e  in  t h e  p u r c h a s in g  p o w e r  o f  w a g e s  a n d  th e  g r a d u a l  c h a n g e  in  c o n s u m p t io n  p a t t e r n s  
r e s u l t e d  in  a  w a n in g  o f  t h e  d e m a n d  fo r  m e a t  p r o d u c t s .4 *T h is  p h e n o m e n o n  a ffe c te d  p r o d u c e r  p r ic e s  
w h i le  t h e  c o s t  o f  i n p u t s  c o n t in u e d  to  r i s e  m a k in g  th i s  a c tiv i ty  le s s  p r o f i t a b le ,  in  p a r t i c u l a r  fo r  
m e d iu m - s iz e d  a n d  s m a ll  p r o d u c e r s .  T h e  p h e n o m e n o n  p a r t i c u la r ly  a ffe c te d  p o r k  p r o d u c t io n  b e c a u s e  
t h e  in c r e a s e  in  t h e  p r ic e s  p a id  b y  th e  f in a l  c o n s u m e r s  o f  b o th  f re s h  p o r k  m e a t  a n d  s a u s a g e s  as 
c o m p a r e d  w i th  t h a t  p a id  fo r  o t h e r  m e a t  p r o d u c t s  w a s  su c h  a s  to  c a u s e  a  s u d d e n  d e c l in e  in  d e m a n d . P e r  
c a p i ta  b e e f  c o n s u m p t i o n  a lso  d e c l in e d . T h e  d r o p  in  p r o d u c t io n  a n d  m a r k e t in g  p r o b le m s  m a d e  it 
n e c e s s a ry  to  i n c r e a s e  e x t e r n a l  p u r c h a s e s  b y  7 4 %  in  o r d e r  to  s ta b il iz e  t h e  d o m e s t ic  su p p ly  a n d  to  k e e p  
p r i c e s  f ro m  s o a r in g .
T h e  f is h e ry  s e c to r  c o n t in u e d  to  r e c e iv e  g o v e r n m e n t  s u p p o r t  b o th  in  th e  a r e a s  o f  o r g a n iz a t io n  
a n d  m a r k e t i n g  a n d  in  th e  p r o m o t i o n  o f  d i r e c t  c o n s u m p t io n  o f  se a fo o d . F u r t h e r m o r e ,  in d u s t r ia l  
d e m a n d  r e c o v e r e d  w i th  t h e  r e s u l t  t h a t  t h e  f ish  c a tc h  e x p a n d e d  b y  m o r e  t h a n  3 % . T h e  tu n a ,  s a rd in e  
a n d  a n c h o v y  c a tc h  c o n t in u e d  to  s h o w  d y n a m ic  g r o w th ,  a n d  its  r e la t iv e  i m p o r t a n c e  to  to ta l  p r o d u c t io n  
in c r e a s e d .  O n  th e  c o n t r a r y ,  s h r i m p  p r o d u c t io n  c o n t in u e d  to  d e c l in e  ( - 1 0 % ) ,  d u e  in  p a r t  to  a  d e c l in e  in  
i n t e r n a t io n a l  p r ic e s .
T a b le  5
M E X IC O : IN D IC A T O R S  O F  M I N I N G  P R O D U C T I O N ”
G ro w th  ra tes
1980 1983 1984 19856
1982 1983 1984 1985
In d e x  o f  to ta l  m in in g
p r o d u c t io n  (1970  =  100) 148.5 158.2 160.7 161.5 -1.1 -3 .4 1.6 0.5
P re c io u s  m eta ls 109.6 140.8 146.2 158.2 -6.1 22.5 3.8 8.2
N o n -fe r ro u s  in d u str ia l m eta ls 154.6 174.1 170.1 168.1 3.2 -6.7 -2.3 -1.2
M eta ls  and o res for th e  iro n
and steel in d u stry 184.7 185.8 194.6 184.3 -0.5 -4.5 4.7 -5.1
N o n -m e ta llic  ores 125.3 93.2 106.3 117.6 -17.4 -10.2 14.1 10.6
P ro d u c t io n  o f  so m e  im p o r ta n t  
m in e ra ls
P re c io u s  m e ta ls
G o ld c 6 096 6 930 7 058 7 524 -3.4 13.5 1.8 6.6
S ilver 1 473 1 911 1 987 2  153 -6.3 23.3 3.9 8.4
N o n -fe r ro u s  in d u s tr ia l m eta ls
L ead ' 146 167 183 207 -7.3 14.4 9.0 13.1
C o p p e r ' 175 206 189 179 4.3 -13.8 -7.8 -5.3
Z in c ' 238 257 290 275 9.7 10.8 13.3 -5.2
B ism u th 770 545 433 925 -7.6 -10.1 -20.6 113.6
C a d m iu m 1 791 1 341 1 136 1 140 0.8 -7.1 -18.0 0.4
M eta ls  and  m in e ra ls  for th e  
iro n  and steel in d u stry
C o k e ' 2  409 2  425 2  175 2  390 1.0 -1.0 -2.0 0.6
I ro n  o re ' 5 087 5 306 5 489 5 161 1.7 -1.4 4.0 -6.0
M a n g a n e se ' 161 133 189 149 -12.0 -27.3 36.1 -17.7
N o n -m e ta ll ic  m in e ra ls
S u lp h u r ' 2  102 1 602 1 826 2  020 -12.6 -11.8 14.0 10.6
F lu o r i te ' 916 557 627 697 -31.8 -11.7 12.6 11.2
B a r i te ' 269 357 426 468 1.9 10.2 19.3 9.9
Source: ECLAC, on the basis of figures provided by the Ministry of Programming and the Budget.
"Does not cover quarrying or the extraction ofsand, gravel or clay. Preliminary figures. c Kilogrammes. Tons. 'Thousands of 
tons.
4 Domestic meat prices increased at a rate higher than the average rate of inflation. According to the Planning Division of the
Department of Agriculture, in 1981 the daily minimum wage was equal to 1.7 times the price of one kilogramme of beef but in 198} it was equal to
only 1.1 times that price.
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M E X IC O : I N D IC A T O R S  O F  P E T R O L E U M  A C T IV IT Y
Table 6
G ro w th  ra te s
1980 1983 1984 1985" -----------------------------------------------------
1981 1982 1983 1984"
In d e x  o f  e x tr a c t io n  o f  c ru d e  
o il  a n d  n a tu ra l  gas
(1970 =  100) 381 .8 515.1 514.4 506.4 16.1 -2 .7 -0.1 -1 .6
P ro d u c t io n  o f  m a in  ite m s
P e tro le u m 779 1 070 1 077 1 063 17.6 -2.4 0.7 -1.3
C rude and  c o n d en sa te 708 973 983 960 18.8 -3.0 0.7 -2.3
G as liquids 71 97 94 103 5.5 4.3 -2.9 9 4
N a tu ra l g a s c 36 772 41 897 39 908 37 262 20.0 -6.0 -7.1 -4.2
R efined  p ro d u c ts 417 467 502 519 10.8 -1.1 7.5 3.4
G aso lin e 120 130 133 134 5.8 2.4 2.4 0.7
D iese l oil 89 82 85 90 -3.4 -4.7 4.3 5.1
Fuel oil 113 128 137 145 15.0 -1.5 7.4 5.9
O th e rs 95 127 147 150 25.3 6.7 15.7 2.0
E x p o rts
C rude oil 302 560 558 525 35.9 2.8 -0.4 -5.9
N a tu ra l g a s c 2  903 2  244 1 534 - -9.9 -16.4 -31.8 -100.0
O th e r  in d ic a to r s
P ro v e n  reserves 60 126 72 500 71 750 70 900 - 0.7 1.0 -1.2
D o m e s tic  c o n su m p tio n  o f  
p e tro le u m 477 510 519 538 3.8 -7.4 2.2 3.7
Source: ECLAC, on the basis of figures supplied by Petróleos Mexicanos. 
preliminary figures. Millions of barrels cMillions of cubic metres.
ii)  Mining. M in in g  a c tiv ity  ( e x c lu d in g  p e t r o l e u m  g r e w  b y  o n ly  0 .5 % ,  m a r k in g  th e  f o u r th  
c o n s e c u t iv e  y e a r  o f  s lu g g i s h n e s s ' ( s e e  ta b le  5). T h is  w a s  t h e  r e s u l t  o f  t r e n d s  w i th in  t h e  s e c to r . T h e  
p r o d u c t io n  o f  p r e c io u s  m e ta l s  a n d  n o n - m e ta l l i c  m in e r a l s  e x p a n d e d  b y  8 %  a n d  1 1 % ,  r e s p e c t iv e ly ,  b u t  
th e  p r o d u c t io n  o f  n o n - f e r r o u s  i n d u s t r i a l  m e ta l s  a n d  o f  i r o n  a n d  s te e l  d e c l in e d  ( - 1 %  a n d  - 5 % ,  
r e s p e c t iv e ly ) .
T h e  c r e d i t  g r a n t e d  b y  th e  n a t io n a l  b a n k in g  s y s te m  a n d  th e  e n a c tm e n t  o f  a  d e v e lo p m e n t  d e c re e  
p r o v i d in g  f o r  f isc a l s u p p o r t  f o r  s m a ll - s c a le  m in e r s  s t im u la te d  s e c to ra l  p r o d u c t io n .  H o w e v e r ,  t h e  
d o w n tu r n  in  e x t e r n a l  d e m a n d  c r e a te d  a n  o b s ta c le  o f  m a jo r  im p o r t a n c e ,  s in c e  i t  c a u s e d  th e  i n t e r n a ­
t io n a l  p r ic e s  o f  t h e  m a jo r i ty  o f  t h e  m e ta l s  c o v e re d  to  fall. D e c l in e s  w e r e  e x p e r ie n c e d  in  p a r t i c u l a r  b y  
le a d , s i lv e r ,  c o p p e r  a n d  z in c . I n  t h e  c a se  o f  s i lv e r  a n d  z in c ,  a d d i t io n a l  e f fo r ts  w e r e  m a d e  to  c o m p e n s a te  
b y  in c r e a s in g  th e  v o lu m e  a s  p r i c e s  d e c l in e d ,  b u t  t h e r e  w e r e  s iz e a b le  d e c re a s e s  in  o t h e r  p r o d u c ts .  I n  th e  
c a se  o f  m in e r a l s  f o r  t h e  i r o n  a n d  s te e l  in d u s t r y ,  t h e  p r o b le m  o f  a  g re a tly  r e d u c e d  f ix e d  e x p o r t  q u o ta  fo r  
t h e  U n i t e d  S ta te s  m a r k e t  w a s  a g a in  e n c o u n te r e d .  S u lp h u r  e x p o r t s  w e r e  a n  e x c e p t io n  to  th i s  b e c a u s e  it  
w a s  p o s s ib le  to  s e l l  m u c h  m o r e  a b r o a d  a n d  a t  a  b e t t e r  p r ic e .
D o m e s t ic  d e m a n d  w a s  f o r  th e  m o s t  p a r t  d e p r e s s e d  e x c e p t  f o r  t h e  d e m a n d  fo r  n o n - m e ta l l i c  
m in e r a l s ,  w h o s e  p r o d u c t io n  c o n t in u e d  to  r e c o v e r  a f te r  a  s h a r p  d e c l in e  d u r in g  th e  b i e n n iu m  1 9 8 2 ­
1983.
iii)  Petroleum. T h e  i n t e r n a t io n a l  p e t r o l e u m  m a r k e t  c o n t in u e d  to  w e a k e n ,  e s p e c ia l ly  f ro m  th e  
m id d le  o f  t h e  y e a r .  F o r  M e x ic o ,  t h a t  m e a n t  t h a t  t h e  a v e r a g e  p e t r o l e u m  e x p o r t  p r i c e  fe ll b y  m o r e  th a n  
5 % ;  in  a d d i t io n  c o n s id e ra b le  lo s s e s  w e r e  su f fe re d  b e c a u s e  o f  th e  lack  o f  o p p o r t u n i t i e s  to  se ll in  th e  
t r a d i t i o n a l  m a r k e t s .  T h u s ,  th e  a c tu a l  a m o u n t  so ld  a n d  e x p o r te d  d e c l in e d  b y  6 % .
' The difference between the growth of mining production and that of the value added in mining is attributable to the fact that in 
calculating the former, no account was taken of quarrying or of the extraction of sand, gravel and clay, activities which increased by W7t in 1985.
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T h e  c o n s e q u e n t  d e c lin e  in  fo re ig n  e x c h a n g e  e a r n in g s  h a d  a  s e v e re  im p a c t  o n  th e  e c o n o m y  o f  
th e  c o u n try .  T h e  re a l c o n t r a c t io n  in  th e  p e t r o l e u m  in d u s try  fo r th e  th i rd  c o n s e c u t iv e  y e a r  — th i s  t im e  
o n e  o f  c lo se  to  2 % —  h a d  l i t t le  im p a c t  o n  th e  p e r fo r m a n c e  o f  th e  g ro s s  d o m e s tic  p r o d u c t  s in c e  
p e t r o l e u m 's  s h a re  in  th e  p r o d u c t  is  r e la t iv e ly  s m a ll ,  d e s p i te  its  e n o r m o u s  im p o r ta n c e  in  e x p o r t s 6 ( se e  
ta b le  6 ) . O n  th e  o th e r  h a n d ,  th e  in d i r e c t  e ffe c ts  w e r e  c o n s id e ra b le  s in c e  th e  d e c lin e  in  fisca l in c o m e  
m a d e  it  im p e r a t iv e  to  in t ro d u c e  b u d g e ta ry  c u tb a c k s  a n d  a d v e rse ly  a ffe c te d  e c o n o m ic  e x p e c ta t io n s ,  
a n d  th i s  in  tu r n  in f lu e n c e d  th e  e x c h a n g e  r a te ,  th e  i n t e r e s t  r a te s  a n d  f in a n c ia l  f lo w s in  g e n e r a l .
T h e  d e c lin e  in  p e t r o le u m  a c tiv ity  w a s  le ss  m a rk e d  th a n  i t  m ig h t  h a v e  b e e n  b e c a u s e  o f  th e  
g r o w th  o f  a lm o s t  4 %  in  d o m e s tic  d e m a n d  w h ic h  t e n d e d  to  c o m p e n s a te  fo r th e  e ffe c t o f  lo w e r  
e x p o r ts .  A s  a  r a th e r  d y n a m ic  p a c e  w a s  m a in ta in e d  in  in d u s t r ia l  a c t iv i ty , th e  c o n s u m p t io n  o f  r e f in e d , 
d ie s e l  a n d  fuel o il e x p a n d e d .  O n  th e  o th e r  h a n d ,  g a s o l in e  c o n s u m p t io n  r e m a in e d  s t a g n a n t  b e c a u s e  th e  
p r ic e  in c r e a s e  c a u s e d  a  d e c l in e  in  in d iv id u a l  d e m a n d .
G a s  e x t r a c t io n  w a s  a lso  r e d u c e d , la rg e ly  b e c a u s e  o f  a  d e c l in e  in  e x te r n a l  d e m a n d . A ll e x p o r t s  to  
th e  U n i te d  S ta te s  w e re  su s p e n d e d .
P r o s p e c t in g  a n d  e x p lo r a t io n  d e c l in e d ,  a n d  th e  p r o v e n  r e s e r v e s  (7 0 .9  b il l io n  b a r r e ls )  d e c l in e d  in  
a n  a m o u n t  a lm o s t  e q u a l to  th e  a m o u n t  e x t r a c te d  d u r in g  th e  y e a r . D is c o v e r ie s  w e re  l im ite d  to  sm a ll 
d e p o s i ts  in  th e  C h ia p a s - T a b a s c o  a re a  a n d  th e  C a m p e c h e  G ulf.
iv ) Manufacturing. A t  th e  b e g in n in g  o f  th e  y e a r  th e  im p e tu s  th a t  g r e a t e r  p u b lic  e x p e n d i tu r e ,  
th e  u p tu r n  in  p r iv a te  i n v e s tm e n t  a n d  a  m o re  f a v o u ra b le  c r e d i t  p o lic y  h a d  g iv e n  to  in d u s t r ia l  a c t iv i ty  
d u r in g  th e  s e c o n d  h a lf  o f  198 4  w a s  s t i l l  b e in g  fe lt. H o w e v e r ,  th e  e ffe c ts  o f  th e  b u d g e ta ry  c u tb a c k s  
c a u se d  th is  d y n a m is m  to  w a n e  g ra d u a l ly , u n t i l ,  b y  th e  e n d  o f  th e  y e a r ,  p r o d u c t io n  h a d  s ta g n a te d .  S ti l l,  
th e  in i t ia l  im p u ls e  a n d  th e  d y n a m is m  o f  p r iv a te  in v e s tm e n t  e n a b le d  m a n u f a c tu r in g  p r o d u c t io n  to  
in c r e a s e  b y  a lm o s t  6 %  a n d  th is  r a te  w a s , m o r e o v e r ,  h ig h e r  t h a n  th a t  o f  th e  p r e v io u s  y e a r  ( s e e  ta b le  7).
T ab le  7
M E X IC O : I N D IC A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
G ro w th  ra tes
1980 1983 1984 1985"
1982 1983 1984 1985"
In d e x  o f  m a n u fa c tu r in g  
p ro d u c t io n  (1970  =  100) 198.8 190.0 200 .2 212.1 -3 .3 -8 .0 5.4 5.9
F ood , bev erag es and tobacco 166.6 181.7 184.6 190.0 4.1 -0.3 1.6 2.9
T ex tiles  and c lo th in g 168.6 156.8 160.0 169.6 -5.7 -7.5 2.0 6.0
W o o d 180.0 186.3 193.0 208.5 3.5 -3.8 3.6 8.0
P a p e r  and p r in te d  ro lle r 192.2 192.5 206 .0 227.1 2.3 -5.5 7.0 10.2
C hem ica ls , ru b b er and p lastics 242 .7 266.6 283.0 293.4 2.0 -0.3 6.2 3.7
N o n -m e ta llic  m in e ra l p ro d u c ts 193.4 158.2 182.4 197.5 -6.8 -18.7 15.3 8.3
B asic m eta ls 202.1 177.3 2 0 0 .9 198.1 -8.6 -7.1 13.3 -1.4
M etal p ro d u c ts  and m ach inery 242 .8 175.0 187.8 219.1 -13.9 -24.9 7.3 16.7
P ro d u c t io n  o f  so m e  im p o r ta n t
m a n u fa c tu re s
B eer 187.2 169.6 180.1 199.6 -2.6 -13.3 6.2 10.8
B asic p e tro ch em ica l p ro d u c ts 325.3 538.5 541.7 554.7 12.5 26.2 0.6 2.4
F ertilize rs 190.5 291.0 285.0 309.7 28.2 -3 6 -2.1 8.7
C ast iron 227.7 217.5 230.0 214.5 -7.0 -1.4 5.7 -6.7
M o to r vehicles 300.3 159.2 198.2 254.8 -26.7 -42.0 24.5 28.5
O th e r  in d ic a to r s  o f  m a n u fa c tu r in g  
p r o d u c t io n
C o n su m p tio n  o f  e lec tric ity  by industry 28.7 34.3 37.3 40.1 4.8 3.1 8.6 7.7
Source: ECLAC, on the basis of figures provided by the Ministry of Programming and the Budget and the Banco de México.
"Preliminary figures. Billions of kWh. Does not include pumping of water.
6 The extraction of petroleum and gas represents 2.5 'X of the gross domestic product. This share increases to -L 1 ';? if the manufacturing 
branches of refining and basic petrochemicals, which also evolved very little, are added.
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MEXICO
A s  in  1 9 8 4 , t h e  in c r e a s e  w a s  d i s t r ib u te d  v e ry  u n e v e n ly  a m o n g  th e  d i f fe r e n t  ty p e s  o f  g o o d s  a n d  
m a n u f a c tu r in g  b r a n c h e s .  W i th  r e g a r d  to  g o o d s ,  t h e  m a r k e d  in c r e a s e  in  c a p i ta l  g o o d s  ( 1 5 % ) ,  
c o n t r a s t e d  w i th  t h e  in c r e a s e  in  c o n s u m e r  g o o d s  ( a lm o s t  5 % ) .  N o n - d u r a b le  c o n s u m e r  g o o d s  e v o lv e d  
m o r e  s lo w ly  ( le s s  t h a n  4 % ) ,  p a r t ly  b e c a u s e  o f  w e a k  d o m e s t ic  d e m a n d  in  v a s t  s e c to r s  o f  t h e  
p o p u la t i o n ,  w h e r e a s  d u r a b le s  in c r e a s e d  b y  1 3 %  b e c a u s e  o f  t h e  im p o r t a n c e  a m o n g  th e m  o f  a u to m o ­
b i le s ,  w h o s e  m a n u f a c tu r e  e x p a n d e d  b y  2 2  % , so  t h a t  th e y  a g a in  c o n s t i t u t e d  o n e  o f  th e  m a in s ta y s  o f  th e  
e c o n o m y .
A  s im i la r  p h e n o m e n o n  o c u r r e d  w h e r e  t h e  d if fe r e n t  b r a n c h e s  o f  th e  m a n u f a c tu r in g  s e c to r  w e r e  
c o n c e r n e d .  T h e  p r o d u c t io n  o f  f o o d s , b e v e r a g e s  a n d  to b a c c o  in c r e a s e d  b y  le s s  t h a n  3 % ,  o n ly  b a re ly  
e x c e e d in g  th e  r a te  o f  d e m o g r a p h ic  g r o w th ,  m a in ly  b e c a u s e  o f  w e a k  d o m e s t ic  d e m a n d . T h e  p r o d u c t io n  
o f  t e x t i l e s  a n d  c lo th in g  in c r e a s e d  b y  6 %  b e c a u s e  o f  th e  im p e tu s  p r o v id e d  b y  e x te r n a l  m a r k e t s ,  w h ic h  
g r e a t ly  c o m p e n s a t e d  f o r  t h e  d a m a g e  to  t h e  in f r a s t r u c tu r e  o f  th i s  b r a n c h  in  t h e  c a p i ta l  o f  t h e  c o u n try  
c a u s e d  b y  th e  d e v a s t a t i n g  e a r th q u a k e s  in  S e p te m b e r .  T h a n k s  to  t h e  g o v e r n m e n t  s u p p o r t  p r o g r a m m e ,  
th e  w o o d  in d u s t r y  g r e w  b y  8 % . A s  a  r e s u l t  o f  t h e  e x p a n s io n  o f  t h e  c a p a c ity  to  p r o d u c e  n e w s p r i n t  a n d  
th e  s ig n i f ic a n t  p r o g r e s s  a c h ie v e d  in  th e  e x p o r t  o f  b o o k s ,  t h e  p a p e r  a n d  n e w s p r i n t  s e c to r  in c r e a s e d  b y  
1 0 % . O n  t h e  o th e r  h a n d ,  t h e  c h e m ic a l  in d u s t r y ,  t r a d i t io n a l ly  a  d y n a m ic  o n e ,  in c r e a s e d  b y  o n ly  4 % ,  
p a r t ly  b e c a u s e  o f  th e  p o o r  p e r f o r m a n c e  o f  t h e  b a s ic  p e t r o c h e m ic a l s  in d u s t r y  a n d  so a p . T h e  m a r k e d  
e x p a n s io n  r e c o r d e d  th e  p r e v io u s  y e a r  in  t h e  n o n - m e ta l l i c  m in e r a l s  b r a n c h  w a s  r e p e a t e d  w i th  th e  
b r a n c h  g r o w in g  th i s  t im e  b y  o v e r  8 % . M u c h  o f  t h e  c e m e n t  a n d  g la s s  p r o d u c e d  w a s  u s e d  to  m e e t  th e  
d y n a m ic  e x t e r n a l  d e m a n d . O n  th e  o t h e r  h a n d ,  t h e  b a s ic  m e ta l s  b r a n c h  d e c l in e d  b y  1%  a f te r  a 
s ig n i f ic a n t  in c r e a s e  t h e  p r e v io u s  y e a r .  T h e  e a r th q u a k e  w h ic h  d a m a g e d  s e v e ra l  i n s t a l l a t io n s ,  th e  
t e m p o r a r y  s u s p e n s io n  o f  t h e  o p e r a t i o n  o f  a  b la s t  f u rn a c e  a n d  c e r ta in  la b o u r  p r o b le m s  a ll c o n t r ib u te d  
to  th i s  d e c l in e . A n  e v e n  g r e a t e r  c o n t r a c t io n  w a s  e x p e r ie n c e d  w i th  r e g a r d  to  i r o n  a n d  s te e l  p r o d u c t s  
o w in g  to  t h e  r e d u c t io n  o f  t h e  U n i t e d  S ta te s  q u o ta . A s  a  r e s u l t ,  e n o u g h  o f  a  s u r p lu s  w a s  g e n e r a t e d  to  
m e e t  t h e  u n u s u a l ly  h ig h  d o m e s t ic  d e m a n d  fo r  m e ta l  p r o d u c t s  a n d  m a c h in e r y ,  a n d  t h e i r  m a n u f a c tu r e  
g r e w  d r a m a t ic a l ly  ( 1 7 % ) .  T h e  a f o r e m e n t io n e d  f isca l in c e n t iv e s  r e l a t i n g  to  t h e  d e p r e c ia t io n  o f  f ix e d  
a s s e ts  e n c o u r a g e d  g r e a t e r  p r iv a t e  i n v e s tm e n t ,  w h ic h  w a s  d i r e c te d  to w a r d s  th e s e  b r a n c h e s .  T h e  m o to r  
v e h ic le  in d u s t r y  e x p a n d e d  v ig o ro u s ly  ( 2 9 % ) ,  t h a n k s  to  t h e  f isca l in c e n t iv e s  p r o v id e d  b y  a c c e le ra te d  
d e p r e c ia t io n  a n d  th e  d e m a n d  g e n e r a t e d  b y  p e o p le  in  t h e  h ig h -  a n d  m id d le - in c o m e  b r a c k e ts  in  a  v e ry  
u n e q u i ta b le  d i s t r i b u t iv e  s t r u c tu r e .  F u r t h e r m o r e ,  e x p o r t s  o f  m o to r  v e h ic le s ,  e n g in e s  a n d  p a r t s  c o n ­
t in u e d  to  e x p a n d  w i th in  t h e  f r a m e w o rk  o f  t h e  in d u s t r ia l  r e d e p lo y m e n t  s t r a te g y  fo l lo w e d  b y  t h e  la rg e  
f o r e ig n  m o to r  c o m p a n ie s .  T h e s e  c o m p a n ie s  m o v e d  a  s u b s ta n t ia l  p a r t  o f  t h e i r  p r o d u c t iv e  p r o c e s s e s  to  
M e x ic o  ( m a in ly  to  t h e  n o r t h e r n  r e g io n ) ,  w i th  t h e  r e s u l t  t h a t  t h e  m o to r  v e h ic le  in d u s try  a s  a  w h o le  
e a r n e d  a  f a v o u ra b le  e x te r n a l  t r a d e  b a la n c e ,  w h ic h  in  t u r n  c r e a te d  a n  a p p r e c ia b le  n u m b e r  o f  h ig h ly  
s k i l le d  jo b s .
T h e  in d u s t r i a l  p o lic y  w a s  d i r e c te d  b a s ic a lly  to  p r o m o t i n g  n o n - p e t r o l e u m  e x p o r t s  a n d  to  
s u p p o r t i n g  s u b c o n t r a c t in g  a n d  r e - e x p o r t  a c t iv i t ie s  a n d  m a d e  s ig n if ic a n t  p r o g r e s s  in  b r e a k in g  d o w n  
p r o t e c t i o n i s t  b a r r i e r s .  T h e  p o s s ib i l i ty  t h a t  t h e  c o u n t r y  m ig h t  e n t e r  G A TT m a d e  i t  n e c e s s a ry  to  
i n t r o d u c e  c h a n g e s  in  t h e  o p e r a t i o n  o f  t h e  n a t io n a l  e n t e r p r i s e s  a n d  in  t h e  s t r a te g ie s  e s p o u s e d  b y  
e n t r e p r e n e u r s ,  m a n y  o f  w h o m  fo u n d  it  d if f ic u lt  to  a d ju s t to  th e  d e m a n d s  o f  t h e  n e w  s i tu a t io n .  I n  
a d d i t io n ,  t h e  a p p l ic a t io n  o f  t h e  le g a l  p r o v i s io n s  r e g a r d in g  fo re ig n  in v e s tm e n t  c o n t in u e d  to  b e  m a d e  
m o r e  f le x ib le . T h e  S e p te m b e r  e a r th q u a k e s  a n d  c o n s id e r a t io n s  o f  a n  e c o lo g ic a l  n a tu r e  h ig h l ig h t e d  th e  
u rg e n c y  o f  t a k in g  m o r e  d e c is iv e  a c t io n  w i th  r e s p e c t  to  i n d u s t r i a l  d e c e n t r a l i z a t io n .  M o r e o v e r ,  in  A p r i l  
a  p r o g r a m m e  f o r  t h e  o v e r a l l  d e v e lo p m e n t  o f  sm a ll -  a n d  m e d iu m -s iz e d  in d u s t r y  w a s  i n i t i a te d  to  
p r o v id e  t h e  m a n y  f i rm s  in  t h i s  c a te g o ry  w i th  c r e d i t  a n d  t e c h n o lo g ic a l  s u p p o r t .
v )  Construction. P e r f o r m a n c e  o f  th i s  s e c to r  d u r in g  th e  y e a r  w a s  s im i la r  to  t h a t  o f  m a n u f a c tu r ­
in g . A f te r  a  v e ry  d y n a m ic  b e g in n in g  in  w h ic h  t h e  le v e l  o f  g r o w th  a c h ie v e d  in  1 9 8 4  w a s  m a in t a in e d ,  
t h e  g r o w th  r a t e  d e c l in e d  a s  a  r e s u l t  o f  b u d g e t  c u ts  w h ic h  m a d e  i t  n e c e s sa ry  to  s u s p e n d  w o r k s  r e g a r d e d  
a s  n o n - p r io r i t y .  R e p a i r  a n d  d e m o l i t i o n  w o r k  in  M e x ic o  C ity  a n d  o t h e r  a r e a s  a ffe c te d  b y  th e  
S e p te m b e r  e a r th q u a k e s  d id  n o t  su c c e e d  in  b r in g in g  s ig n if ic a n t  a n d  s u s ta in e d  d y n a m is m  to  t h e  se c to r . 
I n  t h e  e n d ,  i t  r e c o r d e d  g r o w th  o f  le s s  t h a n  3 % ,  lo w e r  t h a n  t h e  r a t e  a c h ie v e d  th e  y e a r  b e fo re  ( s e e  
ta b le  8 ).
I n  fa c t, in  1 9 8 5 , g o v e r n m e n t  w o r k s  w e r e  r e d u c e d  to  a  m in im u m ,  a n d  o n ly  e s s e n t ia l  p r o je c ts  
w e r e  c o n t in u e d .  G r e a t e r  d y n a m is m  w a s  d is p la y e d  in  th e  p r i v a t e  s e c to r  b e c a u s e  o f  t h e  c o n s t r u c t io n  o f  
lo w - in c o m e  h o u s in g ,  w h ic h  b e n e f i te d  f ro m  su b s id iz e d  in te r e s t  r a te s  a n d  in c r e a s in g  a m o u n ts  o f
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f in a n c in g .  O n  t h e  o t h e r  h a n d ,  t h e  r e m a in d e r  o f  t h e  c o n s t r u c t io n  s e c to r  w a s  s e v e re ly  h u r t  b y  th e  
im p a c t  o f  t h e  r e s t r i c t i v e  f in a n c ia l  p o lic y  a p p l ie d  u p  to  t h e  e n d  o f  t h e  y e a r .
In  g e n e r a l ,  th e  su p p ly  o f  i n p u t s  w a s  a d e q u a te . C o n s id e r a b le  s u r p lu s e s  o f  c e m e n t  a n d  g la s s  w e r e  
g e n e r a t e d ,  a n d  th e s e  w e r e  g e a r e d  to w a r d s  e x p o r t s  (w h ic h  g r e w  b y  1 7 %  in  b o th  c a s e s ) ;  in  c o n t r a s t ,  t h e  
c lo s u re  o f  t h e  e x t e r n a l  m a r k e t  f o r  i r o n  a n d  s te e l  p r o d u c t s  a n d  t h e  d r o p  in  d o m e s t ic  d e m a n d  in d u c e d  a  
d e c l in e  in  t h e i r  su p p ly .
v i)  Basic services. T h i s  s e c to r  g r e w  b y  a  l i t t le  o v e r  3 % ,  a  r a t e  t h a t  w a s  lo w e r  t h a n  t h a t  a c h ie v e d  
th e  p r e v io u s  y e a r .  E le c t r ic i ty ,  g a s  a n d  w a te r  p r o d u c t io n  c o n t in u e d  to  in c r e a s e  a t  t h e  u s u a l  r a te  o f  7 %  
p e r  y e a r ,  w h ic h  h a d  b e e n  i n t e r r u p t e d  o n ly  in  1 983 . T h is  p e r f o r m a n c e  w a s  d u e  to  g o o d  r a in s ,  w h ic h  
e n a b le d  d a m s  to  o p e r a t e  a t  h ig h  c a p a c ity , a n d  to  a n  in c r e a s e  in  t h e  t h e r m a l  g e n e r a t i o n  o f  p o w e r .  T h e  
l a r g e r  s u p p ly  w h ic h  r e s u l t e d  m a d e  i t  p o s s ib le  to  m e e t  t h e  g r o w th  in  i n d u s t r i a l  a n d  h o u s e h o ld  d e m a n d  
( a lm o s t  8 %  a n d  m o r e  t h a n  6 % , r e s p e c t iv e ly ) .
O n  th e  o t h e r  h a n d ,  t r a n s p o r t  a n d  c o m m u n ic a t io n s  e x p a n d e d  b y  s l ig h t ly  le s s  t h a n  3 % .  R a i l s  a lso  
in c r e a s e d  b y  3 %  in  r e s p e c t  o f  b o th  o p e r a t i o n s  a n d  f r e ig h t  s h ip p e d ,  w h i le  m a r i t im e  t r a n s p o r t  s h o w e d  
a  s l ig h t ly  h i g h e r  g r o w th  r a t e  ( 4 % ) .  A i r  t r a n s p o r t  in c r e a s e d  b y  1 6 %  o n  n a t io n a l  r o u te s  a n d  b y  9 %  o n  
in t e r n a t io n a l  r o u te s .  T h e  n u m b e r  o f  p a s s e n g e r s  o n  n a t io n a l  r o u te s  in c r e a s e d  b y  1 5 % , b u t  fe ll b y  1 %  
o n  i n t e r n a t io n a l  r o u te s .  T h e  n u m b e r  o f  u s e r s  o f  t h e  u n d e r g r o u n d  in  M e x ic o  C ity  in c r e a s e d  b y  7 % .
A l th o u g h  d a m a g e d  b y  th e  e a r th q u a k e ,  th e  t e l e p h o n e  s y s te m  s h o w e d  a n  in c r e a s e  o f  8 %  in  
n a t io n a l  c a lls  a n d  1 2 %  in  i n t e r n a t io n a l  c a lls . O n  th e  o t h e r  h a n d ,  t h e  m a i l  a n d  t e l e g r a p h  s e rv ic e s  
d e c l in e d  b y  1 0 %  a n d  5 %  r e s p e c t iv e ly ,  p a r t ly  b e c a u s e  o f  a n  in c r e a s e  in  r a te s .
v i i )  Other services. T h e  s e rv ic e s  in  th i s  c a te g o ry  d is p la y e d  th e  le a s t  g r o w th  o f  a ll ( 1 % )  (se e  
t a b le  3 ). T h e  p o o r  p e r f o r m a n c e  o f  c o m m e r c e  in c lu d in g  r e s t a u r a n t s  a n d  h o te ls  ( 2 % ) ,  w a s  la rg e ly  
r e s p o n s ib l e  fo r  t h i s  re s u l t .  C o m m e r c e  a s  s u c h  g r e w  b y  a lm o s t  4 % ,  a id e d  in  p a r t  b y  t h e  in c r e a s e d  
f i n a n c in g  f a c i l i t ie s  a v a i la b le  t h r o u g h  c r e d i t  c a rd s . H o w e v e r ,  a  f u r th e r  d e c l in e  in  to u r is m  f ro m  a b ro a d  
h a d  a  n e g a t iv e  im p a c t  a s  d id  t h e  d e c l in e  in  d o m e s t ic  to u r is m . T h e  d e c l in e  in  h o te l  a n d  r e s t a u r a n t  
a c tiv i ty  w a s  o f  t h e  o r d e r  o f  1 2 % . F in a n c ia l  i n s t i t u t i o n s ,  i n s u r a n c e ,  r e a l  e s t a t e  a c t iv i t ie s  a n d  b u s in e s s  
s e rv ic e s  a ls o  e x p a n d e d  s lo w ly  ch ie f ly  b e c a u s e  r e a l  e s t a t e  a ll b u t  s ta g n a te d .  F in a l ly ,  c o m m u n i ty ,  so c ia l 
a n d  p e r s o n a l  s e rv ic e s  fo l lo w e d  th e  s a m e  t r e n d  p a r t ly  b e c a u s e  t h e  g r o w th  r a te  o f  g o v e r n m e n t  s e rv ic e s  
c o n t r a c te d  ( 1 % ) ,  a s  a  r e s u l t  o f  t h e  i n t r o d u c t io n  o f  b u d g e ta r y  a u s te r i ty .
c )  Employment and unemployment
A s  n o te d  a b o v e ,  d u r in g  t h e  y e a r  o n e  p a t t e r n  o f  b e h a v io u r  w a s  su c c e e d e d  b y  a n  o p p o s i n g  p a t t e r n .  
T h e  f i r s t  h a l f  o f  t h e  y e a r  w a s  m a r k e d  b y  d y n a m is m , w h ic h  w a s  c o n c e n t r a t e d  in  a  fe w  a c t iv i t ie s ,  su c h  as 
m a n u f a c tu r in g  a n d  c o n s t r u c t io n ,  w h ic h  a b s o rb e d  m a n p o w e r .  T h e  o t h e r  p a t t e r n  w a s  r e c e s s iv e  in  
n a t u r e  a n d  se t  in  w h e n  e c o n o m ic  a c tiv ity  w a s  c h e c k e d  b y  b u d g e t  c u ts ,  w h ic h  r e s u l t e d  in  a  f re e z e  o n
T ab le  8
M E X IC O : IN D IC A T O R S  O F  C O N S T R U C T I O N  A C T I V IT Y
1980 1983
In d e x  o f  v o lu m e  o f
c o n s t ru c t io n  (1970  =  100) 208 .2 175.4
P r o d u c t io n  o f  m a in  in p u ts
C e m e n t 228 .3 238 .8
R e in fo rc in g  rod 262.9 236.9
S tru c tu ra l p ro files 262.0 175.3
S eam less steel tubes 129.7 126.4
F la t, sm o o th  and w orked  g lass 238.6 172.3
R efrac to ry  b ricks and p an e ls 136.9 100.1
G ro w th  ra tes
1984 1985"
1982 1983 1984 1985"
182.1 187.8 -5.1 -20.4 3.8 3.1
257.9 289.2 7.0 -11.6 8.0 12.1
246.5 217.7 -8.9 -7.9 4.1 -11.7
189.9 180.1 -23.5 -16.9 8.3 -5.2
176.2 157.6 4.6 -11.2 39.4 -10.5
177.6 193.7 -11.5 -21.6 3.1 9.0
109.5 108.4 -36.2 -7.4 9.4 -1.0




n e w  c o n t r a c t s  a n d  in  lay o ffs  in  t h e  c iv il s e rv ic e ,  S ta te  e n t e r p r i s e s  a n d  th e  n a t io n a l  b a n k .7 C o n s e ­
q u e n t ly ,  u n e v e n  t r e n d s  w e r e  o b s e rv e d  in  t h e  d i f fe r e n t  o c c u p a t io n a l  v a r ia b le s .  O n  th e  o n e  h a n d ,  t h e r e  
w a s  a  s ig n i f ic a n t  in c r e a s e  in  t h e  n u m b e r  o f  m e m b e r s  o f  t h e  M e x ic a n  S o c ia l S e c u r ity  I n s t i t u t e  a n d  in  
u r b a n  r a te s  o f  u n e m p lo y m e n t .  O n  th e  o th e r ,  t h e  fe w  in d ic a to r s  o n  e m p lo y m e n t  g e n e r a t i o n  s u g g e s t  
t h a t  n o t  e n o u g h  n e w  jo b s  h a d  b e e n  c r e a te d  to  a b s o rb  th e  c o n s id e ra b le  in c r e a s e  in  t h e  e c o n o m ic a l ly  
a c tiv e  p o p u la t i o n  ( 3 .1 % )  (s e e  t a b le  9 ).
N o  o ff ic ia l f ig u re  is  a v a i la b le  fo r  t h e  g r o w th  r a te  o f  p a id  e m p lo y m e n t  a t  n a t io n a l  le v e l ,  b u t  t h e  
b e h a v io u r  o f  t h e  m a in  c o m p o n e n t s  o f  t h i s  v a r ia b le  in d ic a te s  t h a t  fe w  n e w  j o b s  w e r e  c r e a te d . T h e  
a b s o r p t io n  o f  la b o u r  b y  th e  m a n u f a c tu r in g  in d u s try  in c r e a s e d  b y  o n ly  2 .3 % .  T h u s ,  t h e  d y n a m is m  o f  
t h e  v a lu e  a d d e d  b y  m a n u f a c tu r in g  r e f le c te d  a n  in c r e a s e  in  t h e  n u m b e r  o f  m a n - h o u r s  w o r k e d  ( 3 .9 % )  
a n d  in  la b o u r  p r o d u c t iv i ty .  In  th i s  s a m e  s e c to r ,  i t  w a s  in  t h e  s u b c o n t r a c t in g  in d u s t r i e s  t h a t  e m p lo y ­
m e n t  e x p a n d e d  th e  m o s t  a l th o u g h  th e  r a te  ( 6 % )  w a s  m u c h  lo w e r  t h a n  t h a t  o f  t h e  p r e v io u s  y e a r .
T h e  w e a k  g r o w th  o f  a g r ic u l tu r e ,  c o n s t r u c t io n  a n d  c o m m e r c e  in c lu d in g  h o te l s  s u g g e s ts  t h a t ,  
s in c e  th e s e  s e c to r s  h a v e  a n  e n o r m o u s  im p a c t  o n  e m p lo y m e n t ,  t h e  o v e r a l l  c r e a t io n  o f  n e w  jo b s  m u s t  
h a v e  s h o w n  v e ry  l i t t le  g r o w th .
A  p a r t i a l  in d ic a to r ,  w h ic h  r e la te s  p r im a r i ly  to  t h e  f o rm a l  s e c to r  o f  th e  e c o n o m y  a n d  e x c lu s iv e ly  
to  t h e  p r iv a t e  s e c to r ,  is  t h e  n u m b e r  o f  m e m b e r s  o f  t h e  M e x ic a n  S o c ia l S e c u r ity  I n s t i t u t e ,  w h o  
r e p r e s e n t  a lm o s t  o n e  t h i r d  o f  t h e  a c t iv e  p o p u la t io n .  E n r o l l m e n t s  in c r e a s e d  o n  a v e r a g e  b y  m o r e  t h a n  
8 %  d u e  to  a n  in c r e a s e  o f  6 .5 %  in  t h e  n u m b e r  o f  p e r m a n e n t  m e m b e r s  a n d  1 9 %  in  t h a t  o f  t e m p o r a r y  
m e m b e r s .  T h e  f o r m e r  c o n s i s te d  la rg e ly  in  e m p lo y e e s  in  t h e  c o n s t r u c t io n  in d u s t r y  a n d  th e  l a t t e r ,  in  
p e r s o n s  e n g a g e d  in  so c ia l  a n d  c o m m u n i ty  s e rv ic e s ,  b u s in e s s  s e rv ic e s  a n d  d o m e s t ic  h e lp .  I n  an y  c a se , 
th e s e  in c r e a s e s  s e e m  to  h a v e  r e f le c te d  a n  e x te n s io n  o f  so c ia l se c u r i ty  c o v e ra g e  r a t h e r  t h a n  a n  in c r e a s e  
in  t h e  n u m b e r  o f  j o b s  c r e a te d .8
F in a l ly ,  w i th  r e s p e c t  to  e m p lo y m e n t  in  t h e  m a jo r  u r b a n  c e n t r e s ,  t h e  r a te  o f  o p e n  u n e m p lo y ­
m e n t  im p r o v e d  c o n s id e ra b ly ,  e s p e c ia l ly  in  G u a d a la ja r a  a n d  M o n te r r e y  — a  t r e n d  w h ic h  h a d  a lre a d y  
b e g u n  th e  p r e v io u s  y e a r . T h e  a v e r a g e  r a te s  o f  o p e n  u n e m p lo y m e n t  w e r e  4 .9 %  in  M e x ic o  C ity , 3 .4 %  
in  G u a d a la ja r a  a n d  5 .4 %  in  M o n te r r e y  — m u c h  lo w e r  t h a n  th o s e  r e c o r d e d  th e  p r e c e d in g  tw o  y e a r s .
3. T h e  e x t e r n a l  s e c to r
a )  Main features
A f te r  tw o  y e a r s  in  w h ic h  p r o g r e s s  w a s  m a d e  in  t h e  s e t t l e m e n t  o f  t h e  e x t e r n a l  a c c o u n ts ,  th e  
s i tu a t io n  d e t e r i o r a t e d  a g a in  in  1985 . I n  a d d i t io n  to  t h e  e n o r m o u s  b u r d e n  im p o s e d  b y  in te r e s t  
p a y m e n t s  o n  th e  d e b t  ( U S $ 1 0  b i l l io n  p e r  y e a r ) ,  t h e  t e r m s  o f  t r a d e  w e r e  d i s a d v a n ta g e o u s ,  a n d  ac c e ss  to  
i n t e r n a t io n a l  c r e d i t  w a s  s e v e re ly  l im ite d .  H e n c e ,  t h e  e x te r n a l  s e c to r  r e m a in e d  th e  m a in  o b s ta c le  to  
d e v e lo p m e n t  a n d  t h e  m a y o r  s o u rc e  o f  t h e  d if f ic u lt ie s  b e s e t t in g  t h e  e c o n o m y .
T h is  s i tu a t io n  w a s  e v id e n t  in  t h e  c a se  o f  p e t r o l e u m  e x p o r t s ,  w h ic h  fe ll  b y  a lm o s t  
U S $ 1  6 5 0  0 0 0  0 0 0  a s  a  r e s u l t  o f  a  d r o p  in  p r ic e s  a n d  in  th e  v o lu m e  so ld . A ls o  n o te w o r th y  w a s  t h e  e v e n  
m o r e  m a r k e d  d e t e r io r a t i o n  in  th e  p r ic e s  o f  o t h e r  r a w  m a te r i a l s  a n d  th e  c o n t r a c t io n  in  t h e  v o lu m e  o f  
e x p o r t s  o f  a  n u m b e r  o f  n o n - p e t r o l e u m  p r o d u c t s .  T h e  s m a l le r  n u m b e r  o f  v i s i to r s  to  th e  c o u n try  
b e c a u s e  o f  u n f a v o u ra b le  p u b l ic i ty  a b r o a d  a n d  th e  f e a r s  r a is e d  b y  th e  e a r th q u a k e s  o c c a s io n e d  f u r th e r  
lo s s . O n  th e  o t h e r  h a n d ,  t h e  d e m a n d  f o r  im p o r t s  in c r e a s e d  c o n s id e ra b ly  b e c a u s e  o f  th e  s h o r t f a l l  in  
m a n y  p r o d u c t iv e  b r a n c h e s  a n d  t h e i r  f a i lu re  to  i n t e g r a t e  v e r t ic a lly . T h e  r e s u l t  w a s  t h a t  t h e  t r a d e  
s u r p lu s  w a s  re d u c e d  b y  3 5 %  a n d  w a s  b a re ly  l a r g e  e n o u g h  to  m a k e  th e  i n t e r e s t  p a y m e n t s  o n  th e  d e b t  
d e s p i te  t h e  fa c t  t h a t  i n t e r e s t  r a te s  o n  th e  i n t e r n a t io n a l  m a r k e t s  h a d  d r o p p e d  c o n s id e ra b ly .  I n  o t h e r  
w o r d s ,  a f te r  tw o  y e a r s  in  w h ic h  v e ry  c o n s id e ra b le  p o s i t iv e  b a la n c e s  w e r e  o b ta in e d  in  th e  c u r r e n t  
a c c o u n t ,  th e  s u r p lu s  fe ll to  j u s t  U S $ 3 0 0  m i l l io n  in  198 5 . F u r t h e r m o r e ,  b e c a u s e  o f  r e s t r i c t i o n s  o n  
fo re ig n  f in a n c in g ,  i t  w a s  n e c e s sa ry  to  p o s t p o n e  s o m e  o f  t h e  a m o r t iz a t i o n  p a y m e n t s  o n  t h e  e x te r n a l  
d e b t  a n d  d r a w  o n  th e  i n t e r n a t io n a l  r e s e r v e s ,  w h ic h  fe ll b y  a lm o s t  U S $ 2 .4  b il l io n .
7 In all, some 20 000 public employees and around 8 500 employees of the nationalized banks were laid off




MEXICO: INDICATORS OF EMPLOYMENT
T h o u san d s  o f  p e rso n s
P e rc e n ta g e
b reak d o w n G row th i ra tes
1982 1983 1984 1985° 1982 1983 1984 1985° 1982 1983 1984 1985°
N a t io n a l  to ta l
E c o n o m ic a lly
ac tiv e
p o p u la t io n 23  455 24 183 24 932 25 705
P a id  e m p lo y m e n t 19 863 19 572 20  092
A g ricu ltu ra l 5 035 5 245 5 342
M in in g  and 
p e tro le u m 270 267 271
M an u fac tu rin g 2  485 2  309 2  361 2  415
S u b co n trac tin g 122 151 200 212
R e s tc 2  363 2  158 2  161 2  203
C o n s tru c tio n 1 785 1 420 1 468
S ervices 10 288 10 331 10 650
D iffe re n c e 3 592 4  611 4  840
A ffilia te d  to  th e  
M e x ic a n  S ocia l 
S e c u r ity  I n s t i tu te 7 128 6 987 7 330 7 956
P e rm a n e n t 5 842 5 840 6 174 6 580
C asual 1 286 1 147 1 156 1 376
U rb a n
u n e m p lo y m e n t '
M é x ic o  C ity  
F irs t  q u a rte r  
Second q u a rte r  
T h ird  q u a rte r  
F o u rth  q u a rte r
G u a d a la ja ra  
F irs t q u a rte r  
Second q u a rte r  
T h ird  q u a rte r  
F o u r th  q u a rte r
M o n te rre y  
F irs t q u a rte r  
Second q u a rte r  
T h ird  q u a rte r  
F o u rth  q u a rte r
100.0 100.0 100.0 100.0 3.1 3.1 3.1 3.1
84.7 80.9 80.6 • •• -0 .9 -1.5 2 .7
21.5 21.7 21.4 -3.9 4.2 1.9
12 1.1 1.1 2.6 -1.3 1.6
10.6 9.5 9-5 9.4 -2.3 -7.1 2.2 2.3
0.5 0.6 0.8 0.8 -5.9 23.2 32.5 6.2
10.1 8.9 8.7 8.6 -2.1 -8.7 0.1 1.9
7.6 5.9 5.9 -5.1 -20.4 3.3
43 .8 42 .7 42.7 1.2 0.4 3.1
15.3 19.1 19.4 32.7 28.4 5.0
30.4 28 .9 29.4 31.0 4.9 -2 .0 4 .9 8.5
24.9 24.1 24.8 25.6 5.4 - 5.7 6.6
5.5 4 .8 4.6 5.4 2.6 -10.8 0.8 19.0
4 .0 6.3 5.8 4 .9
3.5 6.8 5.4 5.7
3.9 5.5 5.3 4.3
4.4 6.4 6.4 5.2
4.1 6.3 6.2 4.4
5.0 7.4 6.1 3.4
4.4 6.3 6.9 3.9
5.2 8.1 5.7 3.5
5.3 8.6 6.0 3.9
5.1 6.7 5.7 2.4
4 .9 9.8 7.5 5.4
4.3 8.8 8.3 6.9
4.7 9.8 7.0 5.1
6.2 11.4 8.5 5.4
4.5 9.1 6.2 4.0
Source: ECLAC, on the basis of figures provided by the National Instituteof Statistics, Geography and Information Sciences of the Ministry of 
Programming and the Budget.
Note: The figures for the economically active population were recalculated on the basis of the annual growth rate of 3-1% published by the 
Ministry of Labour instead of that of 2.9% used in previous years.
0 Preliminary figures. Estimates rate by the National Institute of Statistics, Geography and Information Sciences and contained in Sistema
de Cuentas Nacionales. cPaid employment in manufacturing minus paid employment in subcontracting. Includes open
unemployment and unpaid employment. 'Rates of open unemployment on the basis of the ongoing surveys of unemployment.
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MEXICO
b )  Trade po licy
T h e  c o u n t r y 's  t r a d e  p o lic y  w a s  ra d ic a lly  c h a n g e d  b e c a u s e  i t  w a s  e s s e n t ia l  to  u s e  n o n - o i l  e x p o r t s  
to  f ill t h e  v a c u u m  t h a t  h a d  b e e n  c r e a te d  b y  th e  d e c l in e  in  h y d r o c a r b o n  sa le s . T h u s ,  a n  a t t e m p t  w a s  
m a d e  to  p r o m o te  s u b c o n t r a c t in g  a c t iv i t ie s  a n d  e x p o r t s  in  g e n e r a l  in  t h e  s h o r t  t e r m ,  a n d  to  th i s  e n d  
th e  im p o r t a t i o n  o f  i n p u t s  w a s  f a c i l i ta te d . I n  t h e  lo n g  t e r m ,  t h e  n e w  p o lic y  s o u g h t  to  in t ro d u c e  a  
s t r u c tu r a l  c h a n g e  w h ic h  w o u ld  e n h a n c e  th e  c o u n t r y 's  p o s i t i o n  in  t h e  i n t e r n a t io n a l  e c o n o m y , to  w h ic h  
e n d  th e  l ib e r a t io n  o f  f o r e ig n  t r a d e  w a s  d e e m e d  in d is p e n s a b le .
In  o r d e r  to  a v o id  s h o r t f a l l s ,  p o o r  q u a li ty  a n d  h ig h  p r ic e s  in  r e s p e c t  o f  t h e  c o u n t r y 's  su p p ly  o f  ra w  
m a te r i a l s ,  s p a r e  p a r t s  a n d  c o m p o n e n t s ,  i t  w a s  d e c id e d  to  lo w e r  im p o r t  d u t ie s .  S u b s e q u e n t ly ,  p r o ­
g r a m m e s  f o r  t h e  p u r c h a s e  a b ro a d  o f  i n p u t s  f o r  t h e  p r o d u c t io n  o f  e x p o r t s  w e r e  i n s t i t u t e d ,  a n d  th e s e  
w e r e  c o m p le m e n te d  b y  th e  is s u a n c e  o f  I m p o r t  D u ty  C e r t i f ic a te s  in  r e s p e c t  o f  m e r c h a n d is e  u s e d  in  t h e  
m a n u f a c tu r e  o f  e x p o r t s .9 A  m e a s u r e  to  r e p la c e  th e  lic e n s e  is su e d  p r i o r  to  im p o r t a t i o n  b y  a  ta r i f f  w a s  
a lso  a c c e le r a te d .10
A t  t h e  s a m e  t im e  c h a n g e s  w e r e  m a d e  in  t h e  ta r i f f s  s t r u c tu r e  in  w h ic h  a  c o m m o n  t a x  r a te  w a s  
p r o v id e d  f o r  p r o d u c t s  w i th  s im i la r  c h a r a c te r i s t ic s .  T h e  m a x im u m  r a te  w a s  se t  a t  5 0 %  a n d  th e  
w e ig h te d  a v e r a g e  r a t e  d o u b le d , r i s i n g  f ro m  9 %  to  1 8 % .
A ls o  i m p o r t a n t  to  t h e  t r a d e  p o lic y  w a s  t h e  a g r e e m e n t  w i th  t h e  U n i t e d  S ta te s  a im e d  a t  r e d u c in g  
o r  e l i m i n a t i n g  th e  e x p o r t  s u b s id ie s  g r a n t e d  b y  M e x ic o , in  e x c h a n g e  fo r  w h ic h  th e  U n i t e d S t a t e s  w o u ld  
r e f r a in  f ro m  im p o s in g  c o u n te r v a i l in g  c u s to m s  d u t ie s .  I f  i t  is  o ffic ia lly  e s ta b l is h e d  th r o u g h  t e s t i n g  t h a t  
th e  s u b s id iz e d  p r o d u c t s  d a m a g e  th e  p r o d u c t io n  a n d  t r a d e  o f  t h e  U n i t e d  S ta te s ,  t h a t  c o u n try  w il l  
r e im p o s e  th o s e  d u t ie s .
F in a l ly ,  a f te r  p r e p a r a to r y  m e a s u r e s  w e r e  t a k e n ,  in  N o v e m b e r  i t  w a s  d e c id e d  to  s u b m it  a  fo rm a l  
r e q u e s t  f o r  e n t r y  in to  GATT.
c )  M erchandise trade
E a r ly  in  1 9 8 5 , t h e  s u r p lu s  f ro m  m e r c h a n d i s e  t r a d e  b e g a n  to  s h o w  a  te n d e n c y  to  d e c l in e , 
a m o u n t in g  to  j u s t  u n d e r  U S $ 8 .4  b i l l io n  a t  t h e  c lo s e  o f  t h e  y e a r ,  a s  c o m p a r e d  w i th  U S $ 1 3  b i l l io n  t h e  
p r e c e d in g  tw o  y e a r s .
T h e  o c c u r r e n c e  o f  tw o  t r e n d s  in  1985 m a d e  i t  d if f ic u lt  to  m a i n t a i n  t h e  t r a d e  b a la n c e  o f  th e  
p r e c e d in g  tw o  y e a r s .  O n  th e  o n e  h a n d ,  n o t  o n ly  d id  e x p o r t s  s to p  g r o w in g ,  th e y  d e c l in e d  b y  a b o u t  1 0 % . 
O n  th e  o t h e r  h a n d ,  im p o r t s  in c r e a s e d  b y  1 9 % , th u s  m a in t a in in g  th e  d y n a m is m  th e y  h a d  d e m o n ­
s t r a te d  in  1984  (s e e  ta b le  10).
T h e  u n i t  v a lu e  o f  e x p o r t s  fe ll b y  4 .5 % .  T h e  d e c l in e  in  t h e  p r ic e  o f  p e t r o l e u m  w a s  o n  a v e r a g e  
5 . 5 % , n b u t  p r o v e d  to  b e  le s s  m a r k e d  t h a n  t h a t  o f  t h e  o t h e r  r a w  m a te r ia l s ,  a g r ic u l tu ra l  a n d  m in e r a l ,  
a n d  e v e n  o f  s o m e  in d u s t r i a l  g o o d s  ( a lm o s t  1 0 % ,o n  a v e r a g e ) .  I n  a d d i t io n  th e r e  w a s  a  d e c l in e  o f  a lm o s t  
5 %  in  t h e  v o lu m e  o f  e x p o r t s  o f  b o th  p e t r o l e u m  p r o d u c t s  a n d  th e  c o u n t r y 's  o t h e r  e x p o r t s .  T h e  
p r o t e c t i o n i s t  p r a c t i c e s  o f  t h e  in d u s t r i a l i z e d  c o u n t r i e s ,  t h e  d e c l in e  in  t h e  r e a l  e x c h a n g e  r a t e  d u r in g  th e  
f i r s t  h a l f  o f  t h e  y e a r  a n d  p o s s ib le  u n d e r - in v o ic in g  b y  e x p o r t e r s  a lso  c o n t r ib u te d  to  th e  c o n t r a c t io n  o f  
e x p o r t  in c o m e s . O n  th e  o t h e r  h a n d ,  t h e  r e v iv a l  o f  t h e  d o m e s t ic  d e m a n d  d u r in g  th e  f i r s t  p a r t  o f  t h e  
y e a r  a b s o rb e d  s o m e  o f  t h e  s u r p lu s  p e t r o l e u m  m e a n t  f o r  sa le  a b ro a d .
T h e  to t a l  v a lu e  o f  m e r c h a n d i s e  e x p o r t s  b o r d e r e d  o n  U S $ 2 2  b i l l io n ,  a n  a m o u n t  w h ic h  w a s  9  5 %  
lo w e r  t h a n  t h a t  a c h ie v e d  th e  p r e v io u s  y e a r . T h e  d e c is iv e  e le m e n t  in  th i s  c o n t r a c t io n  w a s  t h e  d e c l in e  in  
p e t r o l e u m  sa le s  ( - 1 1 % ) ,  w h ic h  r e p r e s e n t e d  6 0 %  o f  to ta l  s a le s  m a d e .  N o t  o n ly  d id  c ru d e -o il  e x p o r t s  
d e c l in e  (by  U S $ 1  6 5 0  0 0 0  0 0 0 ) ,  b u t  a ll g a s  s a le s  to  t h e  U n i t e d  S ta te s ,  w h ic h  h a d  a m o u n te d  to  U S $ 2 3 0  
m i l l io n  in  198 4 , w e r e  s u s p e n d e d .  In  o t h e r  w o r d s ,  in  t h e  h y d r o c a r b o n  s e c to r ,  t h e  c o u n try  e a r n e d  
a lm o s t  U S $ 1 .9  b i l l io n  le s s  t h a n  t h e  p r e v io u s  y e a r  ( s e e  t a b le  11). *
* Thus, exporters whose products included at least \Q'7< of domestic inputs were entitled to import, with no license or authorization, 
goods equivalent to 30’/? of their exports jnd to hjve the corresponding import duties refunded.
10 Out of a total of some 8 100 categories of imports (in the regime under which V)'7< of the country’s imports were carried out), 
approximately 3 500 were exempt from the input license requirement. To these were added some 3 600 categories accounting for \T7, of 
imports. Still subject to the license requirement were 909 categories (36’A of the trade effected), including, inter alia, non-essential goods, basic 
foodstuffs, articles used in the motor vehicle assembly industry, pharmaceutical raw materials and final computation products.
11 The price of Isthmus petroleum gradually fell from USS29 at the beginning of the year, to USS26.50 towards the third quarter, the 
price at the end of the year standing at close to USS28. The Mayan petroleum fell from USS25.50 toUSS22.73. (The figures referred to in this 
footnote are averages for shipments to different destinations.)
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N o n - p e t r o l e u m  e x p o r t s  d e c l in e d  b y  7 %  b e c a u s e  o f  a  r e d u c t io n  in  th e  e x te r n a l  sa le s  o f  
t r a d i t i o n a l  p r o d u c t s  ( - 1 0 % ) ,  w h e r e a s  e x te r n a l  sa le s  o f  in d u s t r ia l  p r o d u c ts  r e m a in e d  s ta g n a n t .  In  b o th  
c a s e s , p r ic e s  fell s u b s ta n t ia l ly ,  w h e r e a s  th e  v o lu m e s  e x p o r te d  r e m a in e d  c o n s ta n t  an d  e v e n  in c re a s e d  
in  m a n y  c ases .
W h e r e  t h e  m a jo r  p r im a ry  p r o d u c ts  w e re  c o n c e r n e d ,  co ffe e , b e e f  a n d  f ru it  e x p o r t s  w e re  th e  o n ly  
o n e s  t h a t  e a r n e d  m o r e  fo re ig n  e x c h a n g e .  T h e  o th e r  i te m s  e x p e r ie n c e d  d e c l in e s ,  so m e  o f  th e m  
d r a m a t ic ,  a s  o c c u r r e d  in  th e  c ase  o f  c o t to n .  W i th  r e g a rd  to  in d u s t r ia l  p r o d u c t s ,  sa le s  c o n t in u e d  to  
in c r e a s e  o n ly  in  th e  c a se  o f  m o to r  v e h ic le  p a r t s .  E x p o r t s  o f  so m e  n o n - m e ta l l ic  m in e r a l  p r o d u c t s ,  su c h  
a s  g la s s  a n d  c e m e n t ,  a lso  s h o w e d  g r e a t  d y n a m is m . O n  th e  o th e r  h a n d ,  e x p o r t s  o f  i r o n  a n d  s te e l an d  
p e t r o c h e m ic a l  p r o d u c t s  d e c lin e d  n o ta b ly .
A s  fo r  m e r c h a n d is e  i m p o r t s ,  th e y  m a in ta in e d  th e  n o ta b le  d y n a m is m  th e y  h a d  b e g u n  to  d isp la y  
in  th e  m id d le  o f  198 4  as a  r e s u l t  o f  h e ig h te n e d  e c o n o m ic  a c tiv ity  a t h o m e . A s  th is  e c o n o m ic  a c tiv ity  
w e a k e n e d  d u r in g  th e  c o u r s e  o f  t h e  y e a r ,  e x te r n a l  p u r c h a s e s  a lso  d e c l in e d ,  t o ta l l in g  a ro u n d  U S $ 1 3 .5  
b il l io n . U n i t  p r ic e s  o f  im p o r te d  g o o d s  fell b y  a lm o s t  3 %  w h e r e a s  t h e i r  v o lu m e  in c r e a s e d  by  2 2  % . A s  a 
r e s u l t ,  th e  t e r m s  o f  t r a d e  in  g o o d s  d e c lin e d  b y  m o r e  t h a n  2 %  a n d  b y  as m u c h  a s  2 4 %  s in c e  1981 (se e  
ta b le  10).
P u r c h a s e s  a b ro a d  b y  th e  p u b l ic  s e c to r  fell b y  9 %  b e c a u s e  o f  s h a rp  b u d g e t  c u ts  w h ic h  a ffe c ted  
th i s  s e c to r 's  i n v e s tm e n t  p r o g r a m m e s  an d  c u r r e n t  e x p e n d i tu r e .  O n  th e  o th e r  h a n d ,  p r iv a te  im p o r t s  
in c r e a s e d  b y  4  1 %  b e c a u s e  o f  h ig h  in v e s tm e n t  r a te s  a n d , in  g e n e r a l ,  b e c a u s e  o f  th e  a c tiv ity  in  th is  
s e c to r ,  a t  le a s t  d u r in g  th e  f irs t  p a r t  o f  th e  y e a r  ( s e e  ta b le  12).
T h e  m o s t  d y n a m ic  g r o w th  in  im p o r t s  o c c u r re d  in  c o n s u m e r  g o o d s  ( 2 7 % )  w h e r e a s  i n t e r m e d ia te  
g o o d s  g r e w  b y  1 7 %  a n d  c a p i ta l  g o o d s  e x p a n d e d  a t  th e  e x t r a o r d in a r y  r a te  o f  2 5 % .  T h e  in c r e a s e  in  
im p o r t s  o f  c o m p u te r  e q u ip m e n t ,  a s  w e ll a s  o f  te x t i l e  m a c h in e ry  an d  m e a s u r in g  a p p a r a tu s  an d  
i n s t r u m e n t s  w a s  p a r t ic u la r ly  m a rk e d .  C o n v e rs e ly ,  p u r c h a s e s  o f  b o th  s h ip s  an d  m e ta l  w o r k in g  
m a c h in e r y  fell sh a rp ly .
d ) Trade in services and factor payments
T h e  s u r p lu s  o b ta in e d  b y  th e  s e rv ic e s  s e c to r  in  p r e v io u s  y e a r s  w a s  re d u c e d  in  1985 . T h is  w a s  d u e  
m a in ly  to  in c r e a s e d  e x p e n d i tu r e  o n  im p o r t s  a n d  to  a  le s s e r  e x t e n t  to  th e  d r o p  in  e x p o r t  in c o m e s . T h e  
o n ly  e x c e p t io n  to  th e  d e c l in e  in  e x p o r t  in c o m e  o c c u r re d  in  c o n n e c t io n  w i th  th e  p r o c e s s in g  s e rv ic e s  o f  
s u b c o n t r a c t in g  f i rm s ,  w h ic h  b r o u g h t  in  U S $ 1 .3  b i l l io n ,  a n  a m o u n t  w h ic h  w a s  1 1 %  h ig h e r  th a n  th a t
T ab le  10
M E X IC O : M A IN  F O R E IG N  T R A D E  IN D IC A T O R S
1980 1981 1982 1983 1984 1985°
G ro w th  ra tes
E x p o rts
V alue 72.8 24.1 6.5 5.1 7.7 -9.0
V olum e 23.3 18.8 22.5 15.7 4.9 -4.7
U n it va lue 40.1 4.5 -13.1 -9.1 2.7 -4.6
Im p o rts
V alue 55.8 27.2 -40.0 -40.7 32.0 19.2
V o lu m e 38.1 18.3 -41.6 -36.7 27.6 22.4
U n it value 12.8 7.5 2.9 -6.3 3.4 -2.6
T e rm s o f  tra d e 24.5 -2.9 -15.6 -3.5 -1.3 -2.3
P u rc h a s in g  p o w er o f  ex p o rts
In d e x e s  (1980  = 
100.0 115.3
100)
119.3 133.2 137.9 128.5
V o lu m e o f  ex p o rts 100.0 118.8 145.5 168.4 176.7 168.4
T e rm s o f  tra d e 100.0 97.1 82.0 79.1 78.1 76.3





MEXICO: EXPORTS OF GOODS, FOB”
M illions o f  do llars
P e rcen tag e
b reak d o w n
G ro w th  ra tes
1983 1984 1985* 1980 19856 1982 1983 1984 19856
T o ta l  e x p o r ts
(m erc h a n d ise , FO B ) 22 320 24  196 21 866 100.0 100.0 6.5 5.1 8.4 -9 .6
H id r o c a r b o n s 15 881 16 441 14 660 64.1 67 .0 13.3 -2 .3 3.5 -10 .8
C rude p e tro le u m 14 793 14 968 13 309 58.7 60.9 17.4 -5.3 1.2 -11.1
P e tro le u m  b y -p ro d u c ts 738 1 244 1 351 2.7 6.1 -67.3 182.7 68.6 8.6
N a tu ra l gas 350 229 - 2.8 - -8.8 -26.8 -34.6 -100.0
N o n -p e tro le u m  p ro d u c ts 6 439 7 755 7 206 35.9 33.0 4 .0 12.6 20 .4 -7.1
M a in  t r a d i t io n a l  e x p o r ts 2  082 2  238 1 9 9 9 10.5 9.1 1.0 4.2 7.5 -10 .7
R a w  coffee beans 385 424 481 2.6 2.2 3.3 11.6 10.1 13.4
S h rim p s 380 402 326 2.4 1.5 5.7 3.3 5.7 -18.9
S ilver 397 335 262 1.2 34.1 -15.6 -21.8
T o m a to e s 112 221 198 1.2 0.9 -22.3 -27.3 97.3 -10.4
C o p p e r 222 184 148 1.0 0.7 -29.0 1.8 -17.2 -19.6
P u lses and fresh  vege tab les 149 179 146 1.0 0.7 -10.6 -16.3 20.1 -18.4
B eef ca ttle 166 112 143 0.5 0.7 68.3 54.1 -32.5 27.7
S u lp h u r 108 93 113 0.7 0.5 -45.2 45 .9 -13.9 21.5
C o tto n 116 208 93 2.0 0.4 -40.5 -37.0 79.3 -55.3
F re sh  fru it 47 80 89 0.6 0.3 -13.4 -33.8 70.2 11.3
M a in  n o n - tra d i t io n a l  
e x p o r ts 2  700 4  076 4  101 12.7 18.8 1.6 32.5 51.0 0.6
M eta l p ro d u c ts , m ach in ery -
and e q u ip m e n t 1 063 2  074 2  336 5.9 10.7 -0.7 19.7 95.1 12.6
M o to r-v eh ic le  p a r ts 816 1 157 1 452  . 1.6 6.6 52.6 118.8 41 .8 25.5
A u to m o b ile s  and trucks 123 148 141 0.8 0.7 -25.7 51.9 20.3 -4.7
C hem ica l p ro d u c ts 628 755 676 2.5 3.1 -3.3 42.1 20.2 -10.5
F ood  and  b e v e ra g e s ' 
N o n -m e ta llic  m in era l
344 419 421 2.4 1.9 2.4 2.4 13.4 0.5
p ro d u c ts 210 289 315 0.8 1.4 12.0 50.0 37.6 9.0
Iro n  and steel p ro d u c ts 319 378 246 0.4 1.1 75.0 184.8 18.5 -34.9
P e tro ch em ica l p ro d u c ts 136 161 107 0.7 0.6 12.8 17.2 18.4 -33.5
R e s t 1 657 1 441 1 106 12.7 5.1 1.6 -13.0 -23.5
Source: ECLAC, on the basis of official figures.
"Excluding subcontracting. Preliminary figures. excluding deep-frozen shrimps.
e a r n e d  in  1 9 8 4 .12 O n  th e  o t h e r  h a n d ,  t h e  c o u n t r y 's  e a r n in g s  f ro m  to u r is m  fe ll b y  1 2 % . T h is  d e c l in e  
w a s  a  r e s u l t  o f  t h e  o v e r - v a lu a t io n  o f  t h e  p e s o  d u r in g  th e  f i r s t  h a l f  o f  th e  y e a r ,  o f  f o r e ig n  a d v e r t i s in g  
c a m p a ig n s  w h ic h  t e n d e d  to  d is c o u ra g e  t o u r is t s  f ro m  c o m in g  to  M e x ic o ,  a s  w e l l  a s  t h e  f e a r  e x p e ­
r ie n c e d  b y  p o t e n t i a l  v i s i to r s  a s  a  r e s u l t  o f  t h e  S e p te m b e r  e a r th q u a k e s .  T h e  e a r n in g s  f ro m  t r a v e l l e r s  in  
t h e  b o r d e r  z o n e  (U S $ 1 .2  b i l l io n )  fe ll b y  a lm o s t  1 1 % ,  ch ie fly  b e c a u s e  o f  s u d d e n  c h a n g e s  in  t h e  
e x c h a n g e  r a t e  ( s e e  t a b le  13).
F u r t h e r m o r e ,  o u tf lo w s  o n  a c c o u n t o f  t r a v e l  in c r e a s e d  s l ig h t ly  ( 4 % ) .  In  f a c t, t h e  n u m b e r  o f  
M e x ic a n  t o u r i s t s  g o in g  a b ro a d  fe ll d u r in g  th e  s e c o n d  h a l f  o f  t h e  y e a r  b e c a u s e  o f  t h e  c u r re n c y  
d e v a lu a t io n s ,  w h ic h  a ls o  a ffe c te d  e x p e n d i tu r e  in  b o r d e r  t r a n s a c t io n s .
T h u s ,  t h e  t r a d e  s u r p lu s  g e n e r a t e d  in  1985 w a s  b a re ly  e n o u g h  to  f in a n c e  th e  n e t  a m o u n t  o f  
e x t e r n a l  f a c to r  p a y m e n t s ,  d e s p i te  t h e  fa c t t h a t  i n t e r e s t  p a y m e n t s  o n  th e  d e b t  ( a lm o s t  U S $ 1 0  b i l l io n )
“ Subcontracting is one of the country’s largest generators of employment and one of those areas in which Mexico’s role in the world 
economy emerges most clearly, owing to its proximity to the United States and the fact that local wages are low ( between US$3 and US$3.50 per 
day) by comparison with international standards.
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fe ll b y  1 7 % , m a in ly  b e c a u s e  o f  t h e  d e c l in e  in  i n t e r n a t io n a l  i n t e r e s t  r a te s .  T o  t h i s  w a s  a d d e d  th e  
r e m i t t a n c e  a b r o a d  o f  U S $ 6 0 0  m i l l io n  in  p r o f i t s  o n  f o r e ig n  in v e s tm e n t ,  w h ic h  w a s  3 5 %  h i g h e r  t h a n  
th e  a m o u n t  r e m i t t e d  in  1984. O n  th e  o t h e r  h a n d ,  o n ly  U S $ 1 .7  b i l l io n  ( 6 0 %  le s s  t h a n  th e  p r e v io u s  
y e a r )  le f t  t h e  c o u n t r y  in  i n t e r e s t  p a y m e n ts .
e )  Capital account
T h e  d e f ic i t  o n  t h e  c a p i ta l  a c c o u n t  s h o w e d  a  s u b s ta n t i a l  in c r e a s e ,  s t a n d in g  a t  U S $ 2 .7  b i l l io n . 
I n d e e d ,  t h i s  f ig u re  w o u ld  h a v e  b e e n  e v e n  h i g h e r  h a d  i t  n o t  b e e n  fo r  t h e  fac t th a t ,  a s  a  r e s u l t  o f  th e  
s e is m ic  d i s a s te r  in  S e p te m b e r ,  t h e  p a y m e n t  o f  U S $ 9 5 0  m i l l io n  in  a m o r t i z a t i o n  p a y m e n t s  in  r e s p e c t  o f  
t h e  e x t e r n a l  p u b l ic  d e b t  w a s  p o s tp o n e d .  E v e n  so , t h e  a m o r t iz a t i o n  p a y m e n t s  m a d e  w e r e  s u b s ta n t ia l  
(U S $ 3 .1  b i l l i o n ) ,  e x c e e d in g  th o s e  p a id  t h e  p r e v io u s  y e a r  b y  a  w id e  m a r g in .
T ab le  12
M E X IC O : IM P O R T S  O F  G O O D S , F O B
M illio n s o f  do llars P e rc e n ta g e  G ro w th  ra te s
1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
T o ta l  im p o r ts
(m erch a n d ise  FO B ) 8 554 11 254 13 460 100.0 100.0 -40.0 -40.7 31.9 19.6
P u b lic  sector 4  307 4  790 4  354 43.3 32.3 -38.8 -20.2 11.2 -9.1
P riv a te  sector 4  244 6 464 9 106 56.7 67.7 -40.7 -53.0 53.1 40 .9
C o n s u m e r  g o o d s 614 848 10 7 5 12.8 8.0 -46 .0 -59.5 38.1 26 .8
P ro cessed  foodstuffs 381 286 304 5.0 2.3 -45.4 -21.7 -24.9 6.3
M ilk 111 89 108 1.0 0.8 15.1 -23.4 -19.9 21.3
M e a t 17 45 96 0.1 0.7 -31.9 -63.8 164.7 113.3
S ugar 188 73 - 3.0 - -60.9 33.3 -61.2 -100.0
B u tan e  and p ro p a n e  gas 41 227 319 0.8 2.4 -23.8 -62.4 453.5 40.5
I n te rm e d ia te  g o o d s 5 740 7 833 9 162 58.4 68.1 -37 .9 -31 .8 36.5 17.0
A g ricu ltu ra l p ro d u c ts 1 576 1 553 1 170 8.0 8.7 -56.2 103.4 -1.5 -24.7
S oybean  seeds 218 403 275 1.6 2.0 -56.1 39.7 84.8 -31.8
S o rg h u m 434 363 264 0.9 2.0 -54.9 122.6 -16.4 -27.2
M aize 630 367 255 3.1 1.9 -91.5 1 602.7 -41.7 -30.6
P a p e r , p r in te d  ro lle r and 
p u b lica tio n s 250 315 356 2.7 2.6 -35.0 -27.1 26.0 13.0
P e tro le u m  by-p ro d u c ts 184 235 331 0.8 2.5 14.7 -28.4 27.7 40 .9
P e tro ch em ica l p ro d u c ts 385 468 691 2.8 5.1 -28.9 -15.0 21 .6 47 .6
C hem ical p ro d u c ts 863 1 176 1 351 7.5 10.0 -26.3 -29.1 36.3 14.9
C hem ica l p ro d u c ts  for 
industry 158 202 228 1.2 1.7 -23.4 -23.3 27.8 12.9
C hem ica l p ro d u c ts  for 
p h arm aceu tic s 77 101 131 0.6 1.0 -24.8 -9.4 31.2 29.7
F e r tiliz e rs 62 106 121 0.5 0.9 -17.8 -52.0 71.0 14.2
Iro n  and  steel p ro d u c ts 418 738 732 9.4 5.4 -52.3 -59.8 76.6 -0.8
M etal p ro d u c ts , m ach in ery  
and e q u ip m e n t 1 378 2  189 3 011 18.7 22.4 -32.9 -54.4 58.9 37.6
A u to m o b ile  e q u ip m e n t 357 573 748 7.6 5.6 -42.7 -63.3 60.5 30.5
C a p ita l g o o d s 2  197 2  573 3 223 26 .6 23 .9 -40.6 -51.2 17.1 25 .3
M etal p ro d u c ts , m ach inery  
and  e q u ip m e n t 2  114 2  453 2  966 26.1 22.0 -40.9 -51.8 16.0 20.9
V essels 309 383 221 1.8 1.6 10.3 -3.8 23.9 -42.3
M ach inery  for m etal 
w o rk in g 249 239 185 2.1 1.4 -16.8 -51.1 -4.0 -22.6
O th e r  u n c la s s if ie d  g o o d s 3 - - 2 .2 -






MEXICO: BALANCE OF PAYMENTS
1979 1980 1981 1982 1983 1984 1985"
B a la n ce  o n  c u r re n t  a c c o u n t -5 553 -8 305 -14 074 -6 416 5 151 3 704 298
T rad e  balance -1 575 -2 225 -4 658 6 302 14 494 13 869 8 852
E x p o rts  o f  goods and services 15 129 23 458 28  884 26  168 27  183 30 025 27  658
G oods, FO B 9 300 16 067 19 938 21 230 22 380 24 042 21 866
R eal serv ices 5 829 7 390 8 947 4  938 4  863 5 983 5 792
T ra n s p o r t  and in su ran ce 321 446 476 425 467 530 548
T ravel 4  185 5 243 6 347 2  639 2  727 3 278 2  900
Im p o rts  o f  goods and serv ices 16 704 25 683 33 542 19 866 12 689 16 155 18 806
G oods, FO B 12 130 18 897 24 038 14 434 8 553 11 287 13 460
R eal serv ices 4  573 6 789 9 505 5 431 4  136 4  868 5 346
T ra n s p o r t  and in su ran ce 1 121 1 934 2  389 1 730 1 275 1 354 1 380
T ravel 2  931 4  174 6 155 2 208 1 581 2  174 2 262
F ac to r  se rv ices -4 108 -6 209 -9 531 -12 815 -9 466 -10 339 -8 762
P ro fits -945 -1 387 -1 898 -1 390 -380 -454 -618
In te re s t received 696 1 022 1 386 1 324 1 280 2  054 1 728
In té rê t  paid -3 709 -5 476 -8 384 -12 373 -10 286 -11 912 -9 917
O th e rs -150 -368 -635 -377 -80 -27 45
U n re q u ite d  p r iv a te  tra n s fe r  p ay m en ts 130 132 114 98 123 175 208
B a la n ce  o n  c a p ita l a c c o u n t 5 868 9 262 15 151 2  843 -3 118 -1 570 -2 722
U n re q u ite d  official tra n sfe r  p ay m en ts 94 144 175 198 179 201 243
L o n g -te rm  capital 5 178 7 776 13 044 10 404 4  730 2  636 295
D ire c t in v e s tm e n t (ne t) 1 332 2  185 2  537 1 656 460 392 491
P o rtfo lio  in v e s tm e n t (n e t) -393 -75 987 946 -625 -625 -667
O th e r  lo n g - te rm  cap ital 4  239 5 666 9 521 7 803 4  895 2  870 471
Official s e c to r ' -180 655 618 2  775 4  256 2  849 -9
L oans received 1 752 1 149 1 803 3 158 5 195 2  849 1 997
A m o rtiz a tio n  p ay m en ts -1 933 -494 -1 185 -384 -938 - -2 006
C om m ercia l b a n k s ' 1 247 1 134 2  973 604 1 422 474 480
L oan s received 3 454 2  559 4  736 3 819 2  373 1 464 1 570
A m o rtiz a tio n  p ay m en ts -2 206 -1 425 -1 764 -3 215 -951 -991 -1 090
O th e r  se c to rs ' 3 172 3 877 5 929 4  424 -783 -452
L oans received 6 124 5 491 7 912 7 979 1 417 907
A m o rtiz a tio n  p ay m en ts -2 968 -1 627 -1 624 -3 387 -2 080 -1 366
S h o rt- te rm  cap ita l (ne t) -58 5 113 10 163 -2 442 -7 050 -4 170 -1 571
Official secto r - - - 1 217 -1 216 - -
C o m m erc ia l banks 1 077 2  317 6 127 -1 417 340 336 -800
O th e r  sec to rs -1 135 2  796 4  036 -2 242 -6 174 -4 506 -771
N e t  e rro rs  and o m iss io n s 655 -3 770 -8 235 -5 316 -972 -238 -1 689
G lo b a l b a lan ce
T o ta l v a r ia tio n  in  rese rv es
315 956 1 076 -3 573 2  033 2  134 -2 424
(- sign  ind ica tes an  increase) -356 -938 -762 3 469 -2 045 -2 143 2  328
M o n e ta ry  gold -3 -4 -7 7 -5 125
Special D ra w in g  R ig h ts -144 56 -34 172 -17 20
IM F  re se rv e  p o sitio n - -128 -60 187 -95 95
F o re ig n  ex ch an g e  assets -46 -727 -662 2 881 -2 967 -3 488
O th e r  assets - - - - - -
U se  m ade o f  IM F cred it -163 -136 - 222 1 0 3 9 1 104
Source: 1979-1984: International Monetary Fund, Balance of Payments Yearbook; March 1986; 1985: ECLAC, on the basis of official figures.
"Preliminary figures. ''Real services also include other official and private transactions but exclude factor services. ' In addirion
ro loans received and amortization payments on these, this entry includes ner loans granred and other assets and liabilities. The global
balance is the sum of the balances on the capital at current accounts. The difference between the total variation in reserves with opposite sign 
and the global balance represents the value of counterpart items: monetization of gold, allocation of Special Drawing Rights and variation due 
ro revaluation.
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T h e  fa v o u ra b le  b a la n c e  r e s u l t in g  f ro m  d ir e c t  f o re ig n  in v e s tm e n t  t r a n s a c t io n s  r e f le c te d  a 
re c o v e ry  o f  2 5 % .  T h is  w a s  d u e  to  la rg e  r e in v e s tm e n t s  a n d  s m a lle r  t r a n s f e r s  to  p a r e n t  c o m p a n ie s  
a b r o a d ,  s in c e  n e w  flo w s w e re  c u t in  h a l f  d e s p i te  th e  fa c ilitie s  g r a n te d  (U S $ 2 7 0  m il l io n ) .
T h e  a tm o s p h e r e  o f  d i s t r u s t  a m o n g  th e  e c o n o m ic  a g e n ts  s p u r r e d  s h o r t - t e r m  c a p i ta l  o u tf lo w s  o f  
c lo se  to  U S $ 1 .6  b i l l io n  a n d  in c r e a s e d  th e  a m o u n t  r e c o rd e d  fo r e r r o r s  an d  o m is s io n s  to  a lm o s t  U S $ 1 .7  
b il l io n . N e v e r t h e l e s s ,  b o th  th e s e  i te m s  w e re  lo w e r  th a n  th e y  h a d  b e e n  th e  p r e v io u s  y ea r .
In  th e s e  c i r c u m s ta n c e s ,  th e  b a la n c e  o f  p a y m e n ts ,  w h ic h  in  th e  p r e c e d in g  tw o  y e a r s  h a d  c lo sed  
w ith  v e ry  s u b s ta n t i a l  p o s i t iv e  b a la n c e s ,  c lo sed  w ith  a  d e f ic it  o f  U S $ 2 .4  b il l io n  in  1985 . T h is  c a u se d  a 
3 0 %  c o n t r a c t io n  in  th e  m o n e ta r y  r e s e rv e s  o f  th e  B a n k  o f  M e x ic o , w h ic h  a t  th e  c lo se  o f  th e  y e a r  
to ta l le d  a b o u t  U S $ 5 .8  b il l io n  — e n o u g h  to  c o v e r  s o m e w h a t  m o re  t h a n  th r e e  m o n th s  o f  im p o r ts .
f) The external debt
A u g u s t  m a rk e d  th e  e n d  o f  th e  fin a l ro u n d  o f  M e x ic o 's  r e n e g o t ia t io n s  o f  its  p u b lic  e x te r n a l  d e b t  
w ith  its  f o re ig n  c r e d i to r s .  In  th is  ro u n d ,  c o n s id e r a t io n  w a s  g iv e n  to  lo a n s  fo r s o m e  U S $ 2 0  b i l l io n  
r e a c h in g  m a tu r i ty  b e tw e e n  1985 a n d  1 9 9 0 , w h o s e  s e rv ic in g  w a s  r e s c h e d u le d  u p  to  1 9 9 8 . T h e s e  lo a n s  
h a d  b e e n  p a r t  o f  a  4 8 .5 - b i l l io n - d o l la r  p a c k a g e  w h ic h  h a d  a c tu a lly  b e e n  r e n e g o t ia te d  in  1984 . H o w e v e r ,  
b e c a u s e  o f  th e  d e t e r io r a t i o n  o f  th e  e x te r n a l  s e c to r  th r o u g h o u t  th e  y e a r ,  th e  p l a n n e d  s c h e d u le  o f  
p a y m e n t s  co u ld  n o t b e  m e t  d u r in g  th e  f in a l q u a r te r  o f  th e  y ea r .
S e rv ic in g  th e  e x te r n a l  d e b t  s ip h o n e d  o f f  4 7 %  o f  th e  e a r n in g s  f ro m  e x p o r t s  o f  g o o d s  an d  
s e rv ic e s  a n d  c o s t t h r e e  t im e s  th e  a m o u n t  o f  th e  lo a n s  d is b u r s e d  d u r in g  th e  y e a r  ( s e e  ta b le  14).
T ab le  14
M E X IC O : I N D IC A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S
E x te rn a l p u b lic  d e b t 
B a lances o u ts ta n d in g  
M ed iu m - and lo n g - te rm  
S h o rt te rm  
D isb u rse m e n ts  
Serv ice
A m o rtiz a tio n  p a y m e n ts  
In te re s t  p a y m e n ts
G lo b a l e x te rn a l d e b t 
B alances o u ts ta n d in g  
D isb u rse m e n ts  
Serv ice
A m o rtiz a tio n  p ay m en ts  
In te re s t  p a y m e n ts
R a tio s
T o ta l e x te rn a l d e b t /e x p o r ts  o f  
goods and serv ices 
D e b t se rv ic e /e x p o r ts  o f  goods 
and serv ices
N e t  in te re s t p a y m e n ts /e x p o r ts  
o f  goods and serv ices 
D e b t s e rv ic e /d isb u rse m e n ts
1980 1981 1982
B ill io n s  o f  d o lla rs
33.8 53.0 58.9






























37.5 59.1 47 .0
38.0 39.6 35.8
81.6 269 .8 309.5






MEXICO: EVOLUTION OF DOMESTIC PRICES
1980 1981 1982 1983 1984 1985
V a r ia t io n  D ece m b e ir  to  D e c e m b e r
C o n su m er p rice  index" 29.8 28.7 98.8 80.8 59.2 63.7
F oo d 29.4 24.7 89.8 77.9 70.6 57.5
W h o le sa le  p rice  index 26.4 27.2 92.6 88.0 63.2 63.4
P ro d u c e r p rice  index" 93.5 80.2 60.1 61.1
A g ricu ltu ra l goods 45.8 80.5 75.4 74.7
C apita l goo d s 78.6 79.2 58.6 57.1
B u ild in g  cost in d ex c 29 .5 31.2 73.7 75.6 56.0 60.6
V a r ia t io n  b e tw e e n a n n u a l av erag es
C o n su m er p rice  index" 26.3 27.9 58.9 101.9 65.4 57.7
F oo d 25.0 26.2 53.5 91.1 74.9 59.8
W h o le sa le  p rice  index 24.5 24.5 56.1 107.4 70.3 53.6
P ro d u c e r  p ric e  index" 25.5 57.5 99.3 63.6 55.2
A g ricu ltu ra l goods 37.0 36.3 89.0 77.1 58.1
C ap ita l goods 28.3 56.6 86.9 61.3 52.3
B u ild ing  cost in d ex c 29.1 29.0 54.8 83.9 56.4 55.2
Source: ECLAC, on the basis of figures provided by the Banco de México. 
"National. kIn México City. ’Low-income housing, at national level.
A s  in d ic a te d ,  t h e  a m o u n t  o f  t h e  p u b l ic  e x te r n a l  d e b t  w a s  s u b s ta n t ia l ly  r e d u c e d . S t i l l ,  i t  e x c e e d e d  
U S $ 7 2  b i l l io n ,  n o t  so  m u c h  b e c a u s e  o f  t h e  n e w  lo a n s  o b ta in e d  (U S $ 3 9 0  m i l l io n )  a s  b e c a u s e  o f  th e  
e ffe c t o f  t h e  r e c o r d in g  o f  l ia b i l i t ie s  a s s u m e d  b y  th e  g o v e r n m e n t  a n d  b e c a u s e  o f  t h e  r e v a lu a t io n  in  
d o l la r  t e r m s  o f  lo a n s  e x p r e s s e d  in  o t h e r  c u r re n c ie s .  T h e  c o u n t r y 's  to ta l  e x t e r n a l  d e b t  r o s e  to  U S $ 9 8  
b i l l io n ,  w h ic h  r e p r e s e n t e d  a n  in c r e a s e  b y  o n ly  1 % . T h u s ,  fo r  t h e  f i r s t  t im e  in  m a n y  y e a r s  t h e  d e b t  w a s  
r e d u c e d  in  r e a l  t e r m s .
4 . P r i c e s  a n d  w a g e s
a )  Prices
T h e  f ig h t  a g a in s t  in f la t io n  c o n t in u e d  to  b e  o n e  o f  t h e  fo c a l p o i n t s  o f  t h e  e c o n o m ic  p o lic y . 
H o w e v e r ,  t h e  n a t io n a l  c o n s u m e r  p r ic e  in d e x  to  D e c e m b e r  w e n t  to  a lm o s t  6 4 % ,  a  r a t e  w h ic h  w a s  
h i g h e r  t h a n  t h a t  o f  th e  p r e v io u s  y e a r  a n d  v e ry  fa r  f ro m  th e  r a t e  t a r g e t e d  in  t h e  s t a b i l i z a t io n  
p r o g r a m m e  a g r e e d  w i th  t h e  I n t e r n a t i o n a l  M o n e ta r y  F u n d  fo r  t h e  t r i e n n iu m  1 9 8 3 -1 9 8 5 . T h e  a n n u a l  
a v e r a g e  in f la t io n  r a t e  w a s ,  h o w e v e r ,  b r o u g h t  d o w n  f ro m  6 5 .4 %  to  5 7 .7 %  (s e e  ta b le  15 a n d  f ig u re  2 ).
T h is  b e h a v io u r  w a s  a g a in  d u e  to  c o s t  p r e s s u r e s ,  t h e  s n o w -b a l l in g  e f fe c t o f  t h e  in f la t io n  
e x p e r ie n c e d  t h e  p r e v io u s  y e a r  a n d  th e  n e g a t iv e  e x p e c ta t io n s  o f  t h e  a g e n ts .  C o s t  p r e s s u r e s  in c lu d e d  
t h o s e  a t t r ib u t a b l e  to  t h e  s u d d e n  in c r e a s e  in  t h e  e x c h a n g e  r a t e  d u r in g  th e  s e c o n d  h a l f  o f  t h e  y e a r  a n d  
th e  c o n s id e r a b le  in c r e a s e  in  i n t e r e s t  r a te s .  T h e  e r r a t i c  b e h a v io u r  o f  th e  e x c h a n g e  r a t e  in  Ju ly  a n d  
N o v e m b e r  fo rc e d  s u d d e n  d e v a lu a t io n s  o f  t h e  p e s o ,  w h ic h ,  w h i le  c o n s id e ra b ly  e x c e e d in g  th e  r a t e  o f  
in f la t io n ,  d id  n o t h i n g  to  d is p e l  f in a n c ia l  u n c e r ta in ty .  I n  o r d e r  to  a t t r a c t  d o m e s t ic  s a v in g s ,  i n te r e s t  
r a te s  w e r e  in c r e a s e d  s u b s ta n t ia l ly  a n d  th i s  p u s h e d  u p  th e  f in a n c ia l  c o s ts  o f  e n t e r p r i s e s  a n d  p r o v e d  to  
b e  o n e  o f  t h e  m a in  c o n t r ib u to r s  to  t h e  in f la t io n .13
M o r e o v e r ,  a  p o lic y  o f  r e v ie w in g  th e  p r ic e s  a n d  r a te s  c h a r g e d  fo r  t h e  g o o d s  a n d  s e rv ic e s  p r o v id e d  
b y  th e  p u b l ic  s e c to r  c o n t in u e d  to  b e  a c tiv e ly  p u r s u e d .  H o w e v e r ,  s o m e  o f  t h e  a d ju s tm e n ts  m a d e
” The average cost of securing resources gradually rose from 479? at the end of 1984 to66’/? one year later. This necessarily entailed 
increases in the rates on loans, which rose disproportionately.
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s u b s e q u e n t ly  p r o v e d  to  b e  in a d e q u a te  b e c a u s e  th e y  w e r e  b a s e d  o n  th e  in i t ia l  in f la t io n  e s t im a te .  
H e n c e ,  th e s e  p r ic e s  a n d  r a t e s  b e g a n  to  la g  f u r th e r  a n d  f u r th e r  b e h in d ,  a n d  in  D e c e m b e r  a n  e f fo r t  w a s  
m a d e  to  c o r r e c t  t h i s  s i t u a t io n  b y  d e c r e e in g  l a r g e  in c r e a s e s  b u t  th e s e  h a d  l i t t le  e ffe c t o n  th e  a n n u a l
14
a v e ra g e .
T h e  p r i c e s  o f  b a s ic  c o m m o d i t i e s  s u b je c t  to  c o n t r o l  a ls o  c o n t in u e d  to  b e  re v ie w e d . T h e  a v e ra g e  
a n n u a l  v a r i a t i o n  in  fo o d  p r ic e s  w a s  6 0 % .  S o m e  fo o d  p r ic e s  in c r e a s e d  a t  a  r a t e  h ig h e r  t h a n  t h e  o v e ra l l  
r a t e  o f  in f la t io n  w h e n  th e y  w e r e  d e c o n t r o l l e d  o r  t h e  s u b s id ie s  a p p l ie d  to  t h e m  w e r e  r e m o v e d . T h is  
o c c u r r e d  in  t h e  c a s e  o f  b r e a d  ( 8 8 % )  a n d  c o r n  to r t i l l a s  ( 6 7 % ) .
T h e  v a r i a t i o n  in  t h e  w h o le s a le  p r ic e  in d e x  w a s  s l ig h tly  m o r e  m o d e r a t e  t h a n  t h a t  in  c o n s u m e r  
p r ic e s ,  a n d  t h e  s a m e  o c c u r r e d  in  r e s p e c t  o f  p r o d u c e r  p r ic e s  a n d  th e  c o s t  o f  b u i ld in g  lo w - in c o m e  
h o u s in g  ( s e e  ta b le  15).
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Source: ECLAC, on the basis o f  official data.
"This was the case of gasoline, whose average price rose by 54 9?, with that of high octane gasoline rising by 44 9? and that of diesel oil by 
499?. If the prices that obtained in December 1984 are compared with those for the same month in 1985, increases will be observed of 1139?, 




MEXICO: EVOLUTION OF WAGES AND SALARIES
1981 1982" 1983 1984 1985
In d e x e s  (1976  =  100)
M in im u m  w a g e s  a n d  sa la rie s
A n n u a l averages 
N o m in a l 261.2 397.3 617.4 955.5 1 482 .0
R ea l 90.2 86.4 66.5 62.2 61.2
G ro w th  ra te s
M in im u m  w a g e s  a n d  sa la rie s
A n n u a l averages 
N o m in a l 30.9 52.1 55.4 54.8 55.1
R eal 2.4 -4.3 -23.0 -6.4 -1.6
Source: ECLAC, on the basis of figures supplied by the National Minimum Wage Commission and the Banco de Mexico.
"In calculating the annual average it was assumed that the recommendation to increase the minimum wage by 30% from 18 February was 
implemented by 40% of the enterprises and that gradually its implementation became more widespread until it became mandatory on 1 
November.
b )  Wages
A f te r  tw o  y e a r s  o f  s u b s ta n t i a l  d e t e r io r a t i o n  in  r e a l  w a g e s ,  a s  a  p a r t  o f  its  s t a b i l i z a t io n  p o lic y , t h e  
g o v e r n m e n t  d e c id e d  to  p r o t e c t  t h e  p u r c h a s in g  p o w e r  o f  w o r k e r s  a n d  e v e n  to  g r a n t  in c r e a s e s  fo r  
im p r o v e d  p r o d u c t iv i ty .
B y  r e a d ju s t in g  th e  m in im u m  w a g e ,  a s  d e c r e e d  in  J a n u a ry  ( 3 0 % )  a n d  J u n e  ( 1 8 % ) ,  a n  a t t e m p t  
w a s  m a d e  to  r e s t o r e  to  w a g e - e a r n e r s  t h e  lo s s e s  s u s ta in e d  b e c a u s e  o f  p r ic e  r is e s .  H o w e v e r ,  th e  
r e s u r g e n c e  o f  in f la t io n  d u r in g  th e  s e c o n d  h a l f  o f  th e  y e a r  f u r th e r  r e d u c e d  th e  p u r c h a s in g  p o w e r  o f  
m in im u m  w a g e s ,  w h o s e  a n n u a l  a v e r a g e  fe ll b y  1 .6% .15 T h is  d e c l in e ,  c o m in g  o n  t o p  o f  t h e  a lm o s t  
c o n t in u a l  d r o p  e x p e r ie n c e d  s in c e  1977 b r o u g h t  t h e  a c c u m u la te d  lo s s  in  t h e  p u r c h a s in g  p o w e r  o f  th e  
m in im u m  w a g e  in  t h e  p a s t  n in e  y e a r s  c lo s e  to  4 0 %  ( se e  t a b le  16).
A l th o u g h  i t  is  n o t  e a sy  to  q u a n tify  t h e  d e t e r io r a t i o n  in  t h e  re a l  r e m u n e r a t i o n s  o f  th e  m e d iu m -  
in c o m e  s t r a t a  in  t h e  la s t  fe w  y e a r s ,  i t  m a y  h a v e  b e e n  e v e n  g r e a t e r  t h a n  t h a t  su f fe re d  b y  th e  m in im u m  
w a g e  a n d  in  a d d i t io n  m a y  h a v e  c o n t r ib u te d  to  t h e  m a r k e d  d e c l in e  e x p e r ie n c e d  d u r in g  th i s  p e r io d  b y  
th e  s h a r e  o f  w a g e - e a r n e r s  in  t h e  g r o s s  d o m e s t ic  p r o d u c t .  T h is  s h a r e ,  w h ic h  h a d  r e a c h e d  3 8 %  b e fo re  
t h e  c r is is ,  w a s  o n ly  2 7 %  in  1985 .
5 . M o n e t a r y  a n d  f is c a l  p o l i c i e s
a )  M onetary policy
T h e  f in a n c ia l  s e c to r  e x p e r ie n c e d  m a r k e d  t e n s io n .  T h e  r e a l  e x c h a n g e  r a t e  f lu c tu a te d  s h a rp ly  in  
a n  a t m o s p h e r e  o f  w id e s p r e a d  u n c e r ta in ty  a n d  f l ig h ts  o f  c a p i ta l ,  a n d  a n  a t t e m p t  w a s  m a d e  to  c h e c k  th e  
l a t t e r  b y  r a i s in g  in t e r e s t  r a te s  d i s p r o p o r t io n a te ly  a n d , to w a r d s  t h e  e n d  o f  t h e  y e a r ,  b y  c o n t r a c t in g  
lo a n s .
I t  is  w o r t h  r e c a l l in g  t h a t  in  1 984 , t h e  r a t e  o f  d e v a lu a t io n  o f  t h e  e x c h a n g e  r a te  ( 3 0 % )  w a s  
n o ta b ly  s lo w e r  t h a n  t h e  p r ic e  in c r e a s e  ( 6 0 % ) .  T h is  m e a n t  t h a t  t h e  p e s o  w a s  c o n s id e ra b ly  le ss  
u n d e r v a lu e d  th a n  i t  h a d  b e e n  a t  t h e  b e g in n in g  o f  1983 a l th o u g h  a t  t h e  s a m e  t im e  i t  a ls o  h e lp e d  
t e m p o r a r i ly  to  a l le v ia te  t h e  u p w a r d  p r e s s u r e s  o n  p r ic e s  a n d  i n t e r e s t  r a te s .  B a c k  in  D e c e m b e r  1 984 , 
t h e  d e v a lu a t io n  h a d  in c r e a s e d  f ro m  13 to  17 c e n ta v o s  a  d ay  a n d  in  M a rc h  1985 it  r o s e  f ro m  17 to  21 
c e n ta v o s .  H o w e v e r ,  in  b o th  c a s e s , t h e  a n n u a l  d e v a lu a t io n  r a t e  w a s  s t i l l  lo w e r  t h a n  th e  in f la t io n  r a t e
n The national consumer price index is used to deflate the minimum wage. The minimum wage is not a wholly representative indicator 
as it pertains to only a minority share of the labour force and is not always fully paid, especially during crisis periods.
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( 3 5 %  a n d  3 8 %  c o m p a r e d  w i th  a p p r o x im a te ly  6 0 % ) .  T h u s ,  a l th o u g h  th e s e  m o v e m e n ts  c r e a te d  
u n c e r t a in ty ,  th e y  fa i le d  to  s to p  th e  t r e n d  to w a r d s  o v e r - v a lu a t io n  o f  t h e  c u r re n c y .
In  m i d - 1 9 8 5 ,  s p e c u la t io n  w a s  r ife  a n d  th i s  f o rc e d  th e  m o n e ta r y  a u th o r i t i e s  to  m a k e  s ig n if ic a n t  
c h a n g e s  in  t h e  e x c h a n g e  p o lic y . T h e s e  c h a n g e s  r e s u l te d  in  t h e  a b a n d o n m e n t  o f  th e  s c h e m e  fo r  th e  
p l a n n e d  d e v a lu a t io n  o f  t h e  tw o  ty p e s  o f  e x c h a n g e  — th e  c o n t r o l le d  a n d  th e  f re e — , a n d  th e  c u r re n c y  
w a s  a l lo w e d  to  f lu c tu a te  a c c o rd in g  to  su p p ly  a n d  d e m a n d ,  w i th o u t  an y  i n t e r v e n t io n  b y  th e  C e n tr a l  
B a n k .16 F u r t h e r m o r e ,  t h e  n a t io n a l i z e d  b a n k  se t  u p  i ts  o w n  e x c h a n g e  h o u s e s ,  m a n a g in g  in  th i s  w a y  to  
r e g u la te  t h e  m a r k e t  a n d  to  c lo s e  th e  g a p  b e tw e e n  th e  b u y in g  a n d  th e  s e l l in g  r a t e s  w h ic h  h a d  b r o u g h t  
t r e m e n d o u s ly  h ig h  p r o f i t s  to  t h e  p r i v a t e  e x c h a n g e  h o u s e s .
In  N o v e m b e r ,  t h e r e  w a s  r e n e w e d  e x c h a n g e  in s ta b i l i ty ;  h o w e v e r ,  i t  w a s  c o r r e c te d  b y  m e a s u re s  
t a k e n  b y  th e  B a n k  o f  M e x ic o  to  p r o h i b i t  l ia b il i ty  t r a n s a c t io n s  in  p e s o s  w i th  b a n k s  a n d  f o re ig n  
e x c h a n g e  h o u s e s ,  w h ic h  in  p r a c t i c e  m e a n t  r e d u c in g  t h e  p e s o  m a r k e t  a b ro a d . T h u s ,  in  D e c e m b e r ,  c a lm  
w a s  r e s to r e d  to  t h e  e x c h a n g e  m a r k e t ,  w h ic h  e v e n  e x p e r ie n c e d  a  r e c o v e ry  b e c a u s e  s o m e  c a p i ta l  w a s  
r e p a t r i a t e d  f ro m  a b ro a d  to  a s s is t  f i r m s  w i th  c a s h  p r o b le m s  c a u s e d  b y  th e  s t r i n g e n t  d o m e s t ic  c re d it  
p o lic y . I n  s h o r t ,  b y  t h e  e n d  o f  t h e  y e a r ,  t h e  f re e  e x c h a n g e  r a te  h a d  r i s e n  b y  1 1 3 %  a n d  th e  c o n t r o l le d  
r a t e  b y  9 3 % . 17 A s  a  m a t t e r  o f  fa c t, d u r in g  th e  s e c o n d  h a l f  o f  t h e  y e a r  b o th  r a te s  a g a in  r e f le c te d  a  
c o n s id e ra b le  d e g r e e  o f  u n d e r - v a lu a t io n  o f  t h e  p e s o ,  a n d  b y  t h e  e n d  o f  1 9 8 5 , t h e  g a p  b e tw e e n  th e  tw o  
e x c h a n g e  r a t e s  h a d  b e e n  r e d u c e d  ( s e e  t a b le  17).
T h e s e  m o v e m e n t s  o f  t h e  r a te  o f  e x c h a n g e  in f lu e n c e d  th e  e v o lu t io n  o f  i n te r e s t  r a t e s  a n d  th e  
in f la t io n .  I n  o r d e r  to  c o u n te r a c t  t h e  c l im a te  o f  u n c e r ta in ty  a n d  to  c o m p e te  w i th  t h e  e x t e r n a l  f in a n c ia l  
m a r k e t s ,  a  p o lic y  w a s  p u r s u e d  o f  o f fe r in g  h ig h  r e a l  i n te r e s t  r a t e s  o n  d o m e s t ic  s a v in g s . In  t h e  c a se  o f  
b a n k in g  i n s t r u m e n t s ,  t h e s e  r a t e s  a v e r a g e d  1 3 %  o v e r  th e  y e a r  ( s e e  ta b le  1 8 ) .18 F u r t h e r m o r e ,  t h e r e  
w e r e  p r e s s u r e s  f ro m  th e  p u b l ic  s e c to r ,  w h o s e  f in a n c in g  w a s  fo r  t h e  f i r s t  t im e  l im i te d  b y  th e  B a n k  o f  
M e x ic o  u n d e r  i t s  N e w  O r g a n ic  L a w . N o t  o n ly  d id  t h e  p u b l ic  s e c to r  a sk  th e  n a t io n a l  b a n k  fo r  m o r e  
c r e d i t ,  it  c o m p e te d  w i th  t h e  B a n k  th r o u g h  th e  i n c r e a s in g  is s u e  o f  b o n d s  w i th  r e a l  r e t u r n s  u p  to  s ix  
p o i n t s  h i g h e r  t h a n  s e c u r i t ie s  o f fe r e d  b y  th e  b a n k in g  sy s te m . T h e  m o s t  im p o r t a n t  g o v e r n m e n t  
s e c u r i t ie s  w e r e  t h e  T re a s u r y  C e r t i f ic a te s  (CETES) w h o s e  c i r c u la t io n  t r e b le d  in  v a lu e  d u r in g  th e  y e a r .19
In  s p i t e  o f  t h e  a d v a n ta g e o u s  c o n d i t io n s  o f fe re d  to  t h e  s a v e r s ,  b a n k  d e p o s i ts  fe ll s u b s ta n t ia l ly  
( -1 2 %  in  r e a l  t e r m s ) ,  w h ic h  r e s u l t e d  in  a  d r o p  in  f in a n c ia l  in te r m e d ia t io n .  T h e  s p e c ta c u la r  g r o w th  
( a r o u n d  3 0 % )  o f  n o n - b a n k in g  a s s e ts  in  th e  h a n d s  o f  th e  p u b l ic  fa i le d  to  c o m p e n s a te  fo r  t h e  d e c lin e  in  
d e p o s i ts .  I n  a ll, r e s o u r c e s  c o l le c te d  f ro m  th e  p u b l ic  c o n t r a c te d  b y  1 0 %  in  r e a l  te r m s .
T h e  e v o lu t io n  o f  t h e  p r in c ip a l  m o n e ta r y  a g g r e g a te s  w a s  u n e v e n .  B e c a u se  o f  t h e  d r o p  in  n e t  
i n t e r n a t io n a l  a s s e ts  a n d  th e  e s t a b l i s h m e n t  o f  a  r e s t r i c t iv e  m o n e ta r y  p o lic y , t h e  m o n e ta r y  b a s e  s h r a n k  
b y  m o r e  t h a n  2 5 %  in  r e a l  te r m s .  W h e n  th e  r e s t r i c t iv e  m o n e ta r y  p o lic y  w a s  t i g h t e n e d  u p  a t  t h e  e n d  o f  
t h e  y e a r ,  th e  m o n e y  su p p ly  ( M A e v o lv e d  le s s  d y n a m ic a lly  t h a n  th e  g ro s s  d o m e s t ic  p r o d u c t  a t  c u r r e n t  
p r ic e s ,  w i th  t h e  r e s u l t  t h a t  t h e  m o n e ta r y  m u l t i p l i e r  in c r e a s e d  s l ig h tly . T h is  s la c k e n in g  o f  th e  g r o w th  
o f  t h e  m o n e y  s u p p ly  w a s  d u e  p r im a r i ly  to  t h e  r e a l  d e c l in e  in  d e p o s i ts  o n  c u r r e n t  a c c o u n t,  a s  d e p o s i to r s  
t r a n s f e r r e d  t h e i r  r e s o u r c e s  to  T re a s u r y  C e r t i f ic a te s  o r  o t h e r  d o c u m e n ts  e x c h a n g e a b le  f o r  l iq u id  a s se ts  
in  o r d e r  to  in c r e a s e  t h e i r  e a r n in g s .  I n  a c tu a l  fac t, m o n e y  w a s  is s u e d  o n  a  r a t h e r  r e s t r i c t iv e  b a s is  a n d  in  
d e c l in in g  a m o u n t s  t h r o u g h o u t  t h e  y e a r  ( s e e  t a b le  19).
T h e  i n t e r e s t  r a te  p o lic y  f a v o u re d  t h o s e  i n s t r u m e n t s  w h ic h  m a tu r e d  m o r e  s lo w ly . T h u s ,  
q u a s i -m o n e y  a n d  s h o r t - t e r m  d e p o s i ts  d e c l in e d  b y  a b o u t  2 5 %  in  r e a l  t e r m s ,  w h e r e a s  d e p o s i ts  
m a t u r in g  in  9 0  d a y s  o r  lo n g e r  s h o w e d  s o m e  r e a l  g r o w th  b u t  n o t  e n o u g h  to  c o m p e n s a te  fo r  th e  
r e d u c t io n  in  t h e  o t h e r  v a r ia b le s .
T h e  c r e d i t  p o lic y  w a s  su b je c t  to  n e w  m o d a l i t i e s  in  so  fa r  a s  t h e  i n s t r u m e n t s  r e g u la t i n g  i t  w e r e  
c o n c e r n e d  in  t h a t  le g a l  r e s e r v e  t r a n s a c t io n s  w e r e  r e p la c e d  b y  o p e n  m a r k e t  t r a n s a c t io n s .  T h e  c a s h
16 As a result, it was not until July that a devaluation of about }0 '/i occurred. This devaluation made it necessary to devalue the controlled 
exchange rate and then to accelerate its daily fluctuation to prevent the gap between the controlled and the free exchange rates from widening 
further.
r In view of the annual averages, this means that the free exchange rate must have increased by 68’/? and the controlled rate by 53’/? .the 
latter being slightly lower than the average rate of inflation (58’/? ).
,B The real interest rates given in table 18 were calculated on the basis of the actual inflation while the nominal rates were based on the 
projected inflation. The unexpected resurgence of inflation in the final months of the year explains the drop in real interest rates during the last 
quarter, which did not therefore result from a policy change.
*  The real rates offered by ®T1£S were higher than 18’/? (on an annual basis) during the second quarter, while bank promissory notes 




MEXICO: EVOLUTION OF EXCHANGE RATES




Official ex ch an g e  rate  
(p eso s p er d o lla r)
F re e  C o n tro lled
In d ex es  o f  th e  effective real1 ex ch an g e  ra te "
E x p o rts Im p o rts
A B A B
1975 12.50 103.9 102.5
1976 15.43 109.4 107.6
1977 22.57 120.7 119.2
1978 22.77 114.1 114.8
1979 22.81 109.1 109.0
1980 22.95 100.0 100.0
1981 24.52 90.3 90.8
1982 57.18 131.8 133.2
1983 150.30 120.09 173.2 136.2 176.9 1.39.2
1984 185.19 167.83 124.7 112.9 127.3 115.3
1985 310.17 256.87 132.7 110.9 135.1 112.9
1982
I 34.37 105.0 105.8
II 46 .7 8 123.6 124.6
III 67 .42 59.75 148.9 132.0 150.4 133.3
IV 80.13 55.91 149.8 103.3 151.8 104.8
1983
I 148.72 102.02 214.3 147.0 218.4 149.8
II 148.63 114.20 175.3 134.7 179.1 137.6
III 148.41 126.12 155.3 132.0 159.0 135.1
IV 155.44 138.04 147.6 131.1 150.9 134.0
1984
I 167.33 149.96 134.8 120.8 137.6 123.3
II 179.16 161.87 125.6 113.5 128.2 115.8
III 191.10 173.73 122.0 110.9 124.5 113.2
IV 203.17 185.74 116.5 106.5 118.9 108.7
1985
I 217 .86 200 .57 109.6 100.9 112.0 103.1
11 235 .97 218.57 107.2 99.3 109.4 101.3
III 3.36.20 274.75 142.2 116.2 144.6 118.2
IV 450.63 33.3.60 171.6 127.1 174.5 129.2
Source: IICLAC, on the basis of data provided by the Banco de Mexico and information contained in IntcrnaltonalfinancialSt'atistks. published
by the International Monetary Fund.
Noce: A: Calculated on the basis of the free exchange rate.
B: Calculated on the basis of the controlled exchange rate.
"Corresponds to the average for the real peso exchange rate indexes against the currencies of Mexico's main trading partners, weighted by the 
relative importance of exports or imports, as applicable, to or from these countries. Between 1975 and 1979 these weightings correspond to the 
average for these years and from 1980, to the average of the same years. Preference has been given to wholesale prices in the calculations. Por 
the methodology and sources used, see the technical appendix in the \ia>tu>mk Sun ey of Lai in Amerita, /9SI As from August 1982, a 
dual exchange rate was adopted known first as the "preferential" and later as the "controlled" rate.
r e s e r v e  r e q u i r e d  b y  la w  fe ll  f ro m  4 9 %  to  1 0 % , in  r e t u r n  f o r  w h ic h  c r e d i t  i n s t i t u t i o n s  w e r e  o b l ig e d  to  
in v e s t  3 5 %  o f  t h e  s u r p lu s  r e s o u r c e s  d e p o s i te d  b y  t h e  p u b l ic  o n  g o v e r n m e n t  s e c u r i t ie s  n e g o t ia b le  b y  
t h e  i n s t i t u t i o n s  a m o n g  th e m s e lv e s  a n d  w i th  th e  B a n k  o f  M e x ic o , su c h  s e c u r i t ie s  to  r e m a in  in  t h e  
c u s to d y  o f  t h e  B a n k . B a n k s  w e r e  a lso  r e q u i r e d  to  a s s ig n  3 %  o f  t h e i r  r e s o u r c e s  to  t h e  p u r c h a s e  o f  b o n d s  
i s s u e d  b y  d e v e lo p m e n t  b a n k s .
A s  a  r e s u l t  o f  a ll t h i s ,  i n t e r n a l  f in a n c in g  e v o lv e d  d y n a m ic a l ly , e x p a n d in g  b y  8 %  in  re a l  te r m s .  
S in c e  t h e  p u b l ic  s e c to r  v i r tu a lly  h a d  to  d o  w i th o u t  e x t e r n a l  r e s o u r c e s  to  f in a n c e  i ts  d e f ic it , i t  h a d  to  re ly  
in c r e a s in g ly  o n  lo a n s  f ro m  c o m m e r c ia l  b a n k s .  L o a n s  to  t h e  g o v e r n m e n t  s h o w e d  th e  m o s t  d y n a m is m
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i n c r e a s in g  b y  a lm o s t  2 0 %  in  r e a l  t e r m s ,  in  c o n t r a s t  w i th  lo a n s  to  p u b l ic  e n t e r p r i s e s ,  w h ic h  fe ll b y  4 % . 
In  a ll , t h e  v o lu m e  o f  r e s o u r c e s  o b t a in e d  b y  th e  p u b l ic  s e c to r  in c r e a s e d  b y  1 3 %  in  r e a l  t e r m s  w h e r e a s  
t h a t  o b t a in e d  b y  in d iv id u a ls  d e c l in e d  b y  4 % .  H o w e v e r ,  u p  to  N o v e m b e r ,  t h e  p r i v a t e  s e c to r  e n jo y e d  
r e la t iv e ly  easy  a c c e ss  to  c r e d i t ,  a n d  i t  w a s  n o t  u n t i l  D e c e m b e r  w h e n  c o n t r a c t io n i s t  m e a s u r e s  w e r e  
a p p l ie d  t h a t  i t  e x p e r ie n c e d  d if f ic u lt ie s ,  a l th o u g h  w h e n  th e y  c a m e , th o s e  d if f ic u lt ie s  w e r e  se v e re .
O n  t h e  w h o le  c r e d i t  w a s  a lso  e a s ily  o b t a in e d  b y  e n t e r p r i s e s  (p u b l ic  a n d  p r i v a t e )  a n d  b y  
in d iv id u a ls  u n t i l  D e c e m b e r ,  w h e n  lo a n s  c o n t r a c te d  s h a rp ly  in  r e a l  te r m s .  D u r i n g  t h e  y e a r ,  m in in g ,  
s e rv ic e s  a n d  lo w - in c o m e  h o u s in g  w e r e  f a v o u re d  w h i le  le s s  im p o r t a n c e  w a s  a t t a c h e d  to  in d u s t r y  
( e sp e c ia lly  t h e  c o n s t r u c t io n  in d u s t r y )  a n d  c o m m e r c e  ( s e e  ta b le  2 0 ) . I n  a lm o s t  a ll c a s e s  t h e  i n te r e s t  
r a t e s  o n  lo a n s  r e m a in e d  p a r t i c u la r ly  h i g h  ( 2 5 %  in  r e a l  t e r m s  d u r in g  c e r ta in  p e r io d s  a n d  o v e r  1 0 0 %  in  
n o m in a l  t e r m s )  t h u s  c o n s t i t u t i n g  a n  in f la t io n a r y  fa c to r  o f  m a jo r  im p o r t a n c e  w h e n  t h e  f in a n c ia l  c o s ts  
o f  e n t e r p r i s e s  in c r e a s e d .
P o s s ib ly  b e c a u s e  o f  t h e  e x c e s s iv e  d e m a n d  fo r  b a n k  c r e d i t  b y  e n t e r p r i s e s  a n d  in d iv id u a ls  a n d  
e s p e c ia l ly  b e c a u s e  o f  t h e  w id e n in g  o f  t h e  g a p  b e tw e e n  th e  i n t e r e s t  r a te s  o n  d e p o s i ts  a n d  t h o s e  o n  
lo a n s ,  a  c e r ta in  a m o u n t  o f  im p o r t a n c e  w a s  a c q u ir e d  b y  a  d e p o s i t  a n d  lo a n  s y s te m  o p e r a t i n g  p a r a l l e l  to  
t h e  o ffic ia l b a n k  s y s te m , a t  i n t e r m e d ia t e  r a te s  o f  in te r e s t .
N a t i o n a l  c r e d i t  c o m p a n ie s  c o n t in u e d  to  m e r g e ,  t h e  n u m b e r  o f  m e r g e r s  d r o p p i n g  f ro m  2 9  to  2 0 . 
B a n k s  r e c o r d e d  h ig h  p r o f i t  m a r g in s .  A t  t h e  s a m e  t im e  t r a n s a c t io n s  b y  s to c k  e x c h a n g e s  a n d  p r iv a t e  
e x c h a n g e  h o u s e s  c o n t in u e d  to  e x p a n d  n o t  o n ly  b e c a u s e  m o r e  T re a s u r y  C e r t i f ic a te s  w e r e  b e in g  b o u g h t  
b y  th e  p u b l ic  b u t  a lso  b e c a u s e  o f  t h e  v ig o r o u s  r e c o v e ry  o f  t h e  s to c k  m a r k e t  w h o s e  p r ic e  in d e x  v i r tu a lly  
t r e b le d  d u r in g  th e  y e a r .
T a b le  18
A v erag e  cost 
o f  p ro cu rin g  
dep o sits"
M E X IC O : R A T E S  O F  B A N K  IN T E R E S T  
3 m o n th  p ro m iso ry  n o te s  issued
by banks and  co n v e rtib le  to liquid 3 m o n th  treasu ry  certificates 
asse ts  a t m atu rity
N o m in a l R e a l1 N o m in a l R eal'
1982 40.2 45.7 -27.4
I 33.2 35.1 -20.6
II 35.7 44.4 -29.0
III 45 .8 52.9 -22.3
IV 45.9 50.6 -37.5
1983 56.7 59.2 0.8
I 53.6 61.6 -3.2
II 58.0 62.9 9.5
III 58.2 58.4 7.8
IV 56.8 57.3 -8.9 54.0 -11.1
1984 50.9 49.9 1.0 49.3 0.3
I 54.1 51.4 - 49.7 -1.2
II 50.5 50.4 10.0 49.1 8.2
III 50.7 50.4 7.8 50.3 7.8
IV 48.4 47.5 -14.0 48.2 -13.6
1985 56.1 59.5 4.9 62.4 8.5
I 48.0 48.9 9.5 51.3 11.7
II 53.5 56.0 13.0 58.1 18.3
III 59.0 64.2 7.8 70.5 13.9
IV 63.8 68.8 -10.7 69.8 -10.0
Source: liCLAC, on the basis of figures supplied by the Banco de México.
” No real rates are given for the average cost of procuring deposits because of the impossibility of deflating that cost on an adequate time base and 
because it represents average of interest rates for capital deposited for periods of varying length. Net rates expressed in annual





E n d -y e a r b a lan ce  
(b illions o f  pesos) G ro w th  ra tes
1982 1983 1984 1985° 1982 1983 1984 1985°
1. M o n e ta ry  base 1 983 3 136 4  834 5 679 90.3 58.1 54.1 17.5
2. M oney (M ,) 993 1 402 2  287 3 540 62.1 41.4 63.0 54.8
C urrency  o u tsid e  banks 504 678 1 119 1 771 78.7 34.5 65.0 58.3
C u rre n t account d ep o s its 489 725 1 168 1 769 47.9 48.6 61.1 51.5
3. Q uasi-m oney 789 1 241 3 89.3 4  768 121.0 57.3 213.7 22.5
4. M oney  p lus quasi-m oney 1 801 2  670 6 214 8 308 78.0 48.3 132.7 33.7
5. T im e  d ep o s its 1 538 2  670 2  691 4  547 61.4 73.6 0.8 69.0
6. B an k  sav ings in s tru m e n ts  (4 +  5) 3 339 5 .340 8 904 12 973 69.9 59.9 66.7 45.7
7. O th e r  financial asse ts ' 304 605 1 082 1 896 289.7 99.0 78.8 75.2
8. T o ta l sav ings in s tru m e n ts  (6  +  7) 3 643 5 945 9 987 14 870 78.3 63.2 68.0 48 .9
9. D o m estic  cred it 6 703 10 229 15 301 27 155 52.6 50.0 77.5
C la im s on  public sector 4  973 7 605 10 594 19 641 52.9 39.3 85.4
G o v e rn m e n t 3 727 5 632 7 660 15 001 51.1 36.0 95 .8
P ublic  in s titu tio n s 1 276 1 973 2  934 4  640 54.6 48.7 58.1
C la im s o n  p riv a te  secto rs 1 505 2  251 4  165 6 558 49.6 85.0 57.5
C la im s on  financial secto rs 196 286 418 736 45.4 46.7 76.1
O th e r  claim s 30 87 124 220 186.7 45.3 76.0
C o e ff ic ie n ts
M o n e y  m u ltip lie rs
M ,/M o n e ta ry  base 0.50 0.45 0.47 0.62
M 2/M o n e ta ry  base 0,91 0.85 1.29 1.46
V elocity  o f  c ircu la tio n
G D P /M , 1.3.30 16.60 18.00 18.20
Source: liCLAC, on the basis of figures supplied by the Banco de Mexico.
"Preliminary figures. Three months or imore. 'ŒTL'S, bank certificates of acceptance, commercial documents, petrobonds, etc.,
held by non-banking sectors. Includes the Federal liovernment, the state and munic ipal governments and the Federal District
Department.
T ab le  20
M E X IC O : B A N K  C R E D IT  R E C E IV E D  BY 
A N D  I N D IV ID U A L S ”
E N T E R P R IS E S
End-^year balances 
(billiions o f  pesos)
G ro w th ra te s
1983 1984 1985'' 1982 1983 1984 1985"
T o ta l 4  647 7 778 12 067 71.4 62 .8 67.4 55.1
P rim ary  ac tiv ities 591 1 148 2  016 59.1 5.3.5 94.2 75.6
A g ric u ltu re 427 801 1 267 42.0 37.3 87.6 58.2
M in in g  and o th e rs 164 347 749 221.7 121.6 115.9 115.9
In d u stry 2  216 3 397 5 351 123.5 51.6 53.3 57.5
E n erg y  sector 880 1 225 I 940 234.6 46.9 39.2 58.4
P ro c ess in g  ind u stries 1 151 1 873 3 026 94.6 53.2 62.7 61.6
C o n s tru c tio n 185 299 385 25.8 65.2 61.6 28.8
L ow -cost ho u sin g 168 374 657 -2.0 250.0 122.6 75.7
S erv ices and o th e r  ac tiv ities 1 201 1 838 2  668 59.0 85.6 53.0 45.2
C o m m erce 471 1 021 1 375 -0.3 50.5 116.8 34.7
Source: l:(XAC, on the basis of figures provided by the Banco de Mexico.
"Includes public and private enterprises, excludes financing by the Banco de Mexico and development funds. Preliminary figures.
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Table 21
M E X IC O : C O N S O L ID A T E D  PU B L IC  SE C T O R  IN C O M E  A N D  E X P E N D IT U R E
B illio n s  o f  p eso s G ro w th  ra te s
1982 1983 1984 1985° 1981 1982 1983 1984 1985°
T o ta l in c o m e 2 816 5 895 9  818 14 690 32.5 74.3 109.3 66.5 49.6
F edera l g o v e rn m e n t 
B odies and e n te rp r is e s  und er
1 532 3  181 4 975 7 896 36.7 63.9 107.6 56.4 58.7
g o v e rn m e n t con tro l 1 971 4 434 7  348 10 930 34.4 92.4 125.0 65.7 48.7
P E M E X 968 2 545 3  844 5 464 25.8 115.6 162.9 51.0 42.1
O th e rs 1 003 1 889 3  504 5 466 42.0 74.4 88.3 85.5 56.0
U n b u d g e te d  sector m 296 529 757 33.7 39.0 73.1 78.7 43.1
Less: co m p en sa ted  
o p e ra tio n s 859 2  016 3 034 4  894 46.1 84.3 134.7 50.5 61.3
T o ta l e x p e n d i tu r e 4 343 7  321 1 1 925 18 499 59.1 80.1 68.6 62 .9 55.1
F edera l g o v e rn m e n t 
B odies and e n te rp ris e s
2 703 4 599 7 111 11 478 63.2 102.5 70.1 54.6 61.4
u n d er g o v e rn m e n t con tro l 2 179 4 314 7 133 10 742 53.0 61.3 98.0 65.3 50.6
P E M E X 1 103 2 217 3  340 5 045 59.9 63.9 101.0 50.7 51.0
O th e rs 1 076 2 097 3 793 5 697 46.4 58.7 94.9 80.9 50.2
u n b u d g e te d  sector 
Less: co m p en sa ted
320 4 2 4 714 1 173 43.0 65.8 32.5 68.4 64.3
o p e ra tio n s 859 2 016 3 034 4 894 46.1 84.3 134.7 50.5 61.3
E c o n o m ic  d e fic it 1 527 1 4 2 6 2 106 3 809 168.4 91.6 42.6 47 .7 80 .9
F edera l g o v e rn m e n t 
B odies and e n te rp r is e s  u nder
1 171 1 418 2 136 3 581 198.5 192.8 21.1 50.6 67.6
g o v e rn m e n t con tro l 2 0 8 -121 -215 -188 170.2 -26.4 77.7 -12.6
P E M E X 135 -328 -504 -419 250.0 -39.7 53.7 -16.9
O th e rs 73 2 0 7 2 8 9 231 77.6 -20.1 183.6 39.6 -20.1
U n b u d g e te d  sector 149 128 185 4 1 6 66.7 112.9 -14.1 44.6 124.9
F in a n c ia l in te rm e d ia t io n ' 129 95 399 726 60.5 87.0 -26.4 320.0 82.0
F in a n c ia l d e f ic it 1 655 1 521 2  505 4  535 154.7 91.1 -8.1 81.0
F in a n c in g
D o m estic 303 1 o n 2 128 4 413
B anco de M éxico 700 911 1 029 1 854
O th e rs 603 100 1 099 2 559
E x te rn a l 352 510 377 122
R a tio s  (p e rc e n ta g e s)  
T ota l in c o m e /G D P 29.9 34.4 34.2 32.2
T ota l e x p e n d i tu re /G D P
T ota l e x p e n d itu re  w ith o u t in te re s t
46.1 42.7 41.5 40.6
p a y m e n ts /G D P 37.5 30.0 24.9 23.4
F inancia l d e f ic it/G D P 17.6 8 .9 8 .7 9.9
D o m e s tic  fin an c in g /d e fic it 78.7 66.4 85.0 105.4
E x te rn a l f in an c in g /d e fic it 21.3 33.6 15.0 -5.4
Source: FXLAC, on the basis of figures provided by the Ministry of Finance and Public Credit and by the Banco de Mexico.
"Preliminary figures. '"Includes the telephone company, the collective transport system, the Federal District Department and, up to the 




b ) Fiscal policy
T h e  p e r f o r m a n c e  o f  p u b l ic  f in a n c e s  w a s  d e p e n d e n t  o n  t h e  e x te n d e d  s e rv ic e  a g r e e m e n t  s ig n e d  
w i th  t h e  IM F f o r  t h e  th r e e - y e a r  p e r io d  1 9 8 3 -1 9 8 5 . A g a in  i t  w a s  fe l t  t h a t  t h e  f isc a l p o lic y  s h o u ld  p la y  a  
c e n t r a l  r o le  in  t h e  a d ju s tm e n t  p r o c e s s  a n d  th e r e f o r e ,  i t  w a s  p l a n n e d  to  b r in g  t h e  p u b l ic  s e c to r 's  
f in a n c ia l  d e f ic i t ,  w h ic h  h a d  b e e n  e q u iv a le n t  to  8 .7  % o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  t h e  p r e v io u s  y e a r ,  
d o w n  to  5 .1 %  o f  t h e  p r o d u c t .20
I n  p r e p a r i n g  th e  b u d g e t ,  c o n s id e r a t io n  w a s  g iv e n  to  t h e  r ig id i ty  im p o s e d  b y  th e  h ig h  c o s t  o f  d e b t  
s e rv ic in g  ( 3 7 %  o f  b u d g e ta r y  e x p e n d i tu r e ) .  H e n c e  th e  g o a l  o f  r e d u c in g  th e  d e f ic it  w a s  a t t a in e d  in  tw o  
w a y s  — a n  in c r e a s e  in  in c o m e  n o t  e f fe c te d  th r o u g h  h i g h e r  ta x e s  b u t  t h r o u g h  a n  u p w a r d  r e v i s io n  o f  
th e  p r ic e s  a n d  r a te s  c h a r g e d  fo r  p u b l ic  g o o d s  a n d  s e rv ic e s ;  a n d  r a t i o n a l i z a t i o n  o f  b o th  c u r r e n t  a n d  
in v e s tm e n t  e x p e n d i tu r e .
I f  i n t e r e s t  p a y m e n t s  a re  e x c lu d e d , t h e  s h a re  o f  p u b l ic  e x p e n d i tu r e  in  t h e  g r o s s  d o m e s t ic  p r o d u c t  
fe ll to  2 3 %  a f te r  h a v in g  r e p r e s e n t e d  3 8 %  in  1982. T h is  e x p e n d i tu r e  a lo n e  r e p r e s e n t e d  a  f in a n c ia l  
b u r d e n  tw o  a n d  a  h a l f  t im e s  a s  l a r g e  a s  t h e  i n v e s tm e n t  p r o g r a m m e ;  h o w e v e r ,  a n  e f fo r t  w a s  m a d e  to  
se e  t h a t  h e a l th ,  e d u c a t io n ,  s u p p ly  a n d  b a s ic  in f r a s t r u c tu r e  w e r e  le f t  u n to u c h e d  b y  t h e  n e w  b u d g e ta ry  
cu ts .
H o w e v e r ,  t h e  o r ig in a l  s c h e m e  w a r  c r i t ic iz e d  f ro m  th e  b e g in n in g  o f  t h e  y e a r ,  m a in ly  b e c a u s e  o f  
t h e  im b a la n c e s  c a u s e d  b y  th e  d e c l in e  in  p e t r o l e u m  e x p o r t s ,  w h ic h  r e s u l t e d  in  a  s ig n i f ic a n t  d r o p  in  th e  
in c o m e  o f  b o th  PEM EX  a n d  t h e  g o v e r n m e n t .  C o n s e q u e n t ly ,  d u r in g  th e  f i r s t  h a l f  o f  t h e  y e a r ,  t h e  
o r ig in a l  a u s te r i ty  b u d g e t  w a s  c u t  a g a in , a n d  e v e n  m o r e  d r a s t i c  m e a s u re s  w e r e  t a k e n  in  A u g u s t.  
F u r t h e r m o r e ,  t h e  e s t im a te d  3 5  %  in f la t io n  r a t e  o n  w h ic h  t h e  b u d g e t  w a s  b a s e d  t u r n e d  o u t  to  b e  f a r  to o  
lo w , a s  b e c a m e  o b v io u s  e a r ly  in  t h e  y e a r . A s  a  r e s u l t ,  t h e r e  w e r e  d i s to r t i o n s  in  t h e  v o lu m e  o f  in c o m e  
a n d  e x p e n d i tu r e  a n d  in  in t e r n a l  a n d  d o m e s t ic  i n t e r e s t  r a te s .  A t  t h e  s a m e  t im e ,  t h e  m a jo r i ty  o f  th e  
p r ic e s  a n d  r a te s  o f  g o o d s  a n d  s e rv ic e s  p r o v id e d  b y  th e  p u b l ic  s e c to r  la g g e d  b e h in d  t h e  g e n e r a l  t r e n d  
a n d  w e r e  n o t  b r o u g h t  u p  to  d a te  u n t i l  t h e  e n d  o f  t h e  y e a r . F u r t h e r m o r e ,  t h e  e a r th q u a k e s  c a lle d  fo r  
e x t r a o r d in a r y  e m e r g e n c y  e x p e n d i tu r e  w h ic h  a lso  a ffe c te d  t h e  f isc a l d efic it. T h e  n e t  r e s u l t  w a s  t h a t  t h e  
to ta l  e a r n in g s  o f  th e  p u b l ic  s e c to r  d e c l in e d  b y  m o r e  t h a n  5 %  in  r e a l  t e r m s ,  w h e r e a s  e x p e n d i tu r e  c o u ld  
b e  r e d u c e d  b y  o n ly  a  l i t t le  le s s  t h a n  2  % . T h is  m e a n t  t h a t  in  t h e  e n d  th e  p u b l ic  s e c to r  d e f ic i t  in c r e a s e d  
b y  a lm o s t  1 5 %  in  r e a l  t e r m s ,  w h ic h  w a s  e q u iv a le n t  to  1 0 %  o f  t h e  g ro s s  d o m e s t ic  p r o d u c t  ( se e  
t a b le  2 1 ) .
T h e r e  w e r e  s e v e ra l  r e a s o n s  fo r  th i s  s u d d e n  d e c l in e  in  in c o m e . T h e  f isc a l p o lic y  d id  n o t  m a k e  
p r o v i s io n  fo r  a n  in c r e a s e  in  t h e  t a x  b u r d e n  b u t  w a s  b a s e d  r a t h e r  o n  c o m b a t in g  ta x  e v a s io n . T h e  
g r e a t e r  t a x  r e c e ip t s  e x p e c te d  f ro m  a n  in c r e a s e  in  p u b l ic  s e c to r  p r ic e s  a n d  r a te s  d id  n o t  fu lly  
m a te r i a l i z e  a n d  th i s ,  c o m b in e d  w i th  a  lo w e r  v o lu m e  o f  sa le s ,  le d  to  a  d e c l in e  in  t h e  r e a l  in c o m e s  o f  
p u b l ic  e n t e r p r i s e s  ( - 1 2 % ) .  T h is  lo s s  w a s  a t t e n u a t e d  t h a n k s  to  t h e  fa c t t h a t  t h o s e  e n t e r p r i s e s  r e c e iv e d  
3 %  m o r e  in  t r a n s f e r s  f ro m  t h e  f e d e ra l  g o v e r n m e n t .  A s  fo r  t h e  r e a l  in c r e a s e  in  P E M E X s i n t e r n a l  sa le s  
( 3 % ) ,  i t  f a i le d  to  o f fs e t  t h e  d e c l in e  in  i ts  e x p o r t s  ( - 1 2 % ) ,  a n d  th e r e f o r e  t h e  to ta l  e a r n in g s  o f  th i s  
e n t e r p r i s e  fe ll  b y  a lm o s t  8 % .
T h e  t a x e s  p a id  b y  PEM EX  p la y e d  a  g r e a t e r  r o le  in  t h e  r e v e n u e  o f  t h e  f e d e ra l  g o v e r n m e n t  b e c a u s e  
o f  fa c to rs  r e la te d  to  t h e  e x c h a n g e  r a t e  a n d  n o t  b e c a u s e  o f  a n  in c r e a s e  in  o p e r a t io n s .  A s  r e g a r d s  
e a r n in g s  f ro m  th e  o t h e r  ta x e s ,  th e y  r e m a in e d  s ta b le  in  r e a l  te r m s .  S ig n if ic a n t  d y n a m is m  w a s  n o te d  in  
t h e  ta x  r e c e ip t s  f ro m  f o re ig n  t r a d e  ( 2 5 % ) ,  a s  c u s to m s  ta r i f f s  r e p la c e d  im p o r t  l ic e n s e s . D i r e c t  ta x e s  
s t a g n a te d  a n d  in d i r e c t  t a x e s  c o n t r a c te d  ( - 3 % ) .  O n  th e  o t h e r  h a n d ,  n o n - ta x  e a r n in g s  r e c o r d e d  a  
d i s p r o p o r t io n a te  in c r e a s e  ( 1 1 % )  a s  a  r e s u l t  o f  t h e  u p w a r d  r e v is io n  o f  fe e s  a n d  p r o f i t s .  In  a ll, ta x  
e a r n in g s  w e r e  m a in t a in e d  a t  a  le v e l  o f  a b o u t  1 7 %  o f  G D P  ( s e e  t a b le  2 2 ) .
T h e  r e a l  d e c l in e  o f  2  %  in  p u b l ic  s e c to r  e x p e n d i tu r e  m e a n t  t h a t  p u b l ic  s p e n d in g 's  s h a re  in  th e  
g r o s s  d o m e s t ic  p r o d u c t  w a s  s m a lle r ;  i t  o c c u r r e d  in  s p i t e  o f  a n  in c r e a s e  in  i n t e r e s t  p a y m e n t s  o n  th e  
p u b l ic  d e b t ,  w h o s e  s h a re  in  to ta l  s p e n d in g  w a s  4 2  %  in s te a d  o f  3 7 %  a s  fo re c a s t  a t  t h e  b e g in n in g  o f  th e  
y e a r . T h u s  o t h e r  c u r r e n t  a n d  c a p i ta l  e x p e n d i tu r e  m u s t  h a v e  c o n t r a c te d  b y  m o r e  t h a n  to t a l  e x p e n d i ­
tu r e  a t  r a te s  e s t im a te d  a t  3 %  a n d  7 %  r e s p e c tiv e ly .
0 The reduction in the public sector deficit had encountered strong resistence in previous years, and by and large the goals set had been 
reduced, especially in 1984 (8,7’;? of the GDP, compared with the 5.59? originally established). When the Immediate Economic Reorganization 
Programme began in 1985, the goal envisaged for 1985 was 3.59? However, this figure was subsequently increased to 5.19?.
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T h e  to t a l  e x p e n d i t u r e  o f  t h e  f e d e ra l  g o v e r n m e n t  s h o w e d  a  c e r ta in  a m o u n t  o f  d y n a m is m  (2  % ) ,  
d e s p i te  t h e  fa c t t h a t  c u tb a c k s  in c r e a s e d  to  s o m e  8 5 0  b i l l io n  p e s o s .  In  c u r r e n t  e x p e n d i tu r e  (w h o s e  le v e l 
h e ld  f i rm  in  r e a l  t e r m s ) ,  t h e  m o s t  o u t s t a n d in g  d e v e lo p m e n t  w a s  t h e  d e c l in e  o f  5 %  in  c iv il  s e rv ic e  
r e m u n e r a t i o n s ,  a t t r ib u t a b l e  to  t h e  r e s t r i c t i v e  w a g e  p o lic y , t h e  f r e e z in g  o f  p o s t s  a n d  th e  la y o ff  o f  s o m e  
2 0  0 0 0  p u b l ic  s e r v a n t s .* 21 I n  m a r k e d  c o n t r a s t ,  i n t e r e s t  p a y m e n t s  s h o w e d  r e a l  g r o w th  o f  4 % ,  c o n s t i t u t ­
in g  o n e  o f  t h e  m a i n  c a u s e s  o f  th e  s iz e a b le  p u b l ic  d e f ic i t .22 C u r r e n t  t r a n s f e r s  r o s e  b y  2 % ,  a n d  p u r c h a s e s  
fe ll b y  9 % .
T a b le  22
M E X IC O : F E D E R A L  G O V E R N M E N T  IN C O M E  A N D  E X P E N D IT U R E
B illions o f  pesos G ro w th  ra tes
1982 1983 1984 1985" 1981 1982 1983 1984 1985°
1. C u r r e n t  in c o m e  
In co m e  from  P E M E X  
In co m e  exclud ing  P E M E X
T ax  rev en u e  
D irec t 
In d irec t
O n  fore ign  tra d e  
N o n - ta x  rev en u e
2. C u r r e n t  e x p e n d i tu r e  
W ag es and  sa laries 
In te re s t  p ay m en ts  
T ran sfe rs
O th e r  c u rre n t e x p e n d itu re
3. S a v in g s  o n  c u r re n t  a c c o u n t (1-2)
4. C a p ita l e x p e n d i tu r e  
R ea l in v e s tm e n t 
C apita] tran sfe rs
O th e r  cap ita l e x p e n d itu re
5. T o ta l e x p e n d i tu r e  (2  +  4)
6. B u d g e t d e f ic it  (1-5)
7. A c c o u n ts  n o t u n d e r  
b u d g e ta ry  c o n tro l
8. T o ta l d e f ic it  (6  +  7)
R a tio s
S av ings o n  cu rre n t a c c o u n t/
cap ita l e x p e n d itu re
Fiscal d e f ic it/to ta l e x p e n d itu re
T ax  rev en u e  (w ith
P E M E X )/G D P
T ax rev en u e  (exclud ing
P E M E X )/G D P
T otal e x p e n d itu re /G D P
Fiscal d e f ic it/G D P
1 532 3 181 4  975 7 896
458 1 170 1 708 2  741
1 074 2  011 3 267 5 155
967 1 828 3 036 4  750
464 727 1 204 1 890
4 1 8 1 015 169 5 2  580
85 86 137 280
107 183 231 405
2  182 3 916 6 226 9 776
399 580 999 149 5
891 1 595 2  573 4  231
504 997 1 319 2  127
388 744 1 335 1 9 2 3
-650 -735 -1 251 -1 880
476 680 951 1 759
145 139 263 429
253 441 540 1 077
77 100 148 253
2  658 4  597 7 177 11 535
1 126 1 4 1 5 2  202 3 639
-44 -3 -66 -58
1 170 1 4 1 8 2  136 3 581
P e rc e n ta g e s
-136.6 -108.1 -131.5 -106 .9
44.1 30.8 29.8 31.0
15.1 17.5 17.3 17.3
10.3 10.7 11.4 11.3
28.2 26.9 25.0 25.3
12.4 8.3 7.4 7.9
36.7 63 .9 107.6 56.4 58.7
42.7 95.7 155.5 46.0 60.5
34.8 53.2 87.2 62.5 57.8
33.4 49.5 8 9 0 66.1 56.5
37.2 36.9 56.7 65.6 57.0
24.9 73,4 142.8 67.0 52.2
45.7 26.9 1.2 64.0 96.5
54.3 98.1 71.0 26.2 75.3
54.4 132.9 79.5 59.0 57.0
41.5 77.3 45.4 72.2 49.6
126.0 412.1 79.0 61.3 64.4
28.4 74.4 97.8 32.2 61.3
70.5 55.8 91.8 79.4 44 .0
88.6 24 .9 43 .2 39.9 85.0
32.3 61.1 -4.1 89.2 63.1
132.4 3.7 74.3 22.4 99.4
62.1 63.8 44.2 48.0 70.9
62 .9 101.7 73.0 47 .2 70.4
206 .4 194.0 25 .9 55.6 65 .3
146.6 2 5 6 .7 21 .2 50.6 67 .6
Source: ECLAC, on the basis of figures provided by the Ministry of Finance and Public Credit 
"Preliminary figures.
21 This occurred when 15 divisions and 50 departments at ministerial level were eliminated.
22 The increase of 49? (649? at current prices) appears to be abnormally low and represents the finding of a review of the interest rates 
paid by che federal government in 1984. Prior to that review, the estimated growth figure was 969? (249? in real terms), which was the figure 
used on page 23 of the Inform e sobre la situación económica yfin an zas  públicas: A cciones y  resultados del cuarto trim estre de I9H5. published 
jointly with the Finance and Public Credit Department and the Programming and Budget Department (page 23). This rate would appear to 
correspond better to the devaluation rate of the peso vis-a-vis the dollar and to the disproportionate growth of domestic interest rates.
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MEXICO
T h e  c a p i ta l  e x p e n d i tu r e  o f  t h e  f e d e ra l  g o v e r n m e n t ,  t h e  m o s t  d y n a m ic  i te m  in  t h e  fe d e ra l  
b u d g e t ,  e x p a n d e d  b y  1 7 % . T h e  in c r e a s e  o f  2 6 %  in  g o v e r n m e n t  t r a n s f e r s  to  t h e  b r o a d e r  p u b l ic  s e c to r  
c o n t r ib u te d  to  th is .  H o w e v e r ,  th i s  in c r e a s e  w a s  n o t  e n o u g h  to  k e e p  to ta l  p u b l ic  i n v e s tm e n t  f ro m  
fa l l in g  s u b s ta n t ia l ly .  T h e  n e t  r e s u l t  w a s  t h a t  t h e  f e d e ra l  g o v e r n m e n t 's  r e a l  c a p i ta l  a s s e ts  g r e w  b y  o v e r  
3 % ,  m a in ly  b e c a u s e  m a in t e n a n c e  w o r k s  w e r e  c o n t in u e d .
In  c o n t r a s t  to  g o v e r n m e n t  e x p e n d i tu r e ,  e x p e n d i tu r e  b y  a g e n c ie s  a n d  f i rm s  d e c l in e d  s ig n if i ­
c a n tly  ( -5 % )  a n d  w o u ld  h a v e  d r o p p e d  f u r th e r  h a d  i t  n o t  b e e n  f o r  t h e  g r o w in g  n u m b e r  o f  t r a n s f e r s  
th e y  r e c e iv e d  f ro m  th e  f e d e ra l  g o v e r n m e n t .  I n  o r d e r  to  a c h ie v e  g r e a t e r  e ffic ie n c y  a n d  r e d u c e  th e  s iz e  
o f  t h e  S ta te  m a c h in e r y ,  c lo s e  to  170 e n t e r p r i s e s  c o n s id e re d  to  b e  n o n - s t r a t e g i c  w e r e  p u t  u p  fo r  sa le . 
H o w e v e r ,  o n ly  a  fe w  to u r i s t  a g e n c ie s  w e r e  so ld , w h i le  s o m e  5 5  f i rm s  w e r e  l iq u id a te d  a n d  o th e r s  w e r e  
t r a n s f e r r e d  to  S ta te  g o v e r n m e n t s .  A l to g e th e r  t h e  c u r r e n t  e x p e n d i tu r e  o f  t h e  q u a s i -p u b l ic  s e c to r  w a s  
r e d u c e d  b y  a lm o s t  6 % . W i th in  th i s  e x p e n d i tu r e ,  w a g e s  a n d  s a la r ie s  in c r e a s e d  b y  3 %  d u e  to  t h e  
e x c e p t io n a l  d y n a m is m  t h a t  PEM EX  s ti l l  s h o w e d  in  th i s  a r e a  ( 1 6 % ) ,  w h ic h  c o n t r a s te d  w i th  t h e  
a u s te r i ty  o f  t h e  o th e r  e n t e r p r i s e s .  I n t e r e s t  p a y m e n t s ,  o n  th e  o t h e r  h a n d ,  s h o w e d  a  m a r k e d  d e c l in e  
( - 2 0 % ) ,  p a r t ly  b e c a u s e  t h e  f e d e ra l  g o v e r n m e n t  a s s u m e d  s o m e  o f  t h e  l ia b i l i t ie s  o f  e n t e r p r i s e s  in  th e  
q u a s i -p u b l ic  se c to r .
C a p i ta l  e x p e n d i tu r e  b y  p u b l ic  e n t e r p r i s e s  w a s  t h e  i te m  m o s t  a ffe c te d , d r o p p in g  b y  11 %  in  re a l  
t e r m s ,  d e s p i te  t h e  t r a n s f e r s  r e c e iv e d . W i th  t h e  s h a r p  d o w n tu r n  in  t h e  p e t r o l e u m  m a r k e t ,  PEM EX  
s u s p e n d e d  i t s  e x p a n s io n  p o lic y  a n d  c o n t in u e d  i ts  in v e s tm e n t s  (w h ic h  w e r e  re d u c e d  b y  2 0 % )  to  
m a in t e n a n c e  w o rk s .  T h e  c a p i ta l  f o r m a t io n  o f  t h e  o t h e r  e n t e r p r i s e s  w a s  8 %  lo w e r  t h a n  t h a t  r e c o r d e d  
in  1984.
T h e  d e f ic i t  a c c ru e d  b y  th e  p u b l ic  s e c to r  in  its  o p e r a t i o n s  ro s e  to  a lm o s t  3 .9  t r i l l i o n  p e s o s .  T o  th i s  
m u s t  b e  a d d e d  th e  0 .7  t r i l l i o n  p e s o s  s p e n t  b y  g o v e r n m e n t  t r u s t  fu n d s  a n d  b y  d e v e lo p m e n t  b a n k s  fo r  
f in a n c in g  th e  p r iv a t e ,  so c ia l s e c to r  ( f in a n c ia l  in te r m e d ia t io n ) .  A l to g e th e r ,  t h e  f in a n c ia l  d e f ic i t  o f  th e  
p u b l ic  s e c to r  e x c e e d e d  4 .5  t r i l l io n  p e s o s .
T h is  n e g a t iv e  b a la n c e  w a s  f in a n c e d  w i th  4 .4  t r i l l i o n  p e s o s  f ro m  d o m e s t ic  s o u rc e s , t h e  C e n tr a l  
B a n k  c o n t r ib u t in g  a lm o s t  1.9 t r i l l i o n  p e s o s ,  8 4 3  b i l l io n  p e s o s  o f  w h ic h  c o r r e s p o n d e d  to  d ir e c t  
f in a n c in g  ( t h e  c e i l in g  se t  w a s  n o t  e x c e e d e d ) ,  a n d  th e  T re a s u r y  a c c o u n t w a s  u s e d  fo r  t h e  r e s t .  S o m e  4 0 0  
b i l l io n  p e s o s  w a s  d e r iv e d  f ro m  th e  sa le  o f  g o v e r n m e n t  s e c u r i t ie s  a n d  a p p r o x im a te ly  2 .2  t r i l l i o n  p e s o s  
w a s  s e c u re d  th r o u g h  lo a n s  f ro m  c o m m e r c ia l  a n d  d e v e lo p m e n t  b a n k s .  E x te r n a l  f in a n c in g  o f  t h e  d e f ic it  
a m o u n te d  to  122 b i l l io n  p e s o s  (U S $ 3 9 0  m i l l io n ) .
A s  th e  p u b l ic  s e c to r  tu r n e d  in c r e a s in g ly  to  in t e r n a l  f in a n c in g ,  w h ic h  w a s  g r a n t e d  a t  e x c e p t io n ­
a lly  h ig h  r e a l  i n t e r e s t  r a t e s ,  t h e  d o m e s t ic  d e b t  o f  t h e  p u b l ic  s e c to r  r o s e  to  10.5 t r i l l i o n  p e s o s ,  a n  
a m o u n t  e q u iv a le n t  to  2 3 %  o f  t h e  g ro s s  d o m e s t ic  p r o d u c t .  T h is ,  t o g e th e r  w i th  t h e  e x t e r n a l  d e b t ,  w a s  
t h e  c a u s e  o f  b o th  t h e  r ig id i t i e s  in  p u b l ic  f in a n c e s  a n d  th e  d ifficu lty  in  g e n e r a t i n g  g r e a te r  in c o m e  a n d  
c o n s e q u e n t ly  o f  t h e  c u tb a c k s  in  p u b l ic  e x p e n d i tu r e .  I t  a ls o  e x p la in s  t h e  im p o s s ib i l i ty  o f  p r o c e e d in g  
w i th  t h e  in v e s tm e n t  p r o je c ts  f o r  m e e t in g  t h e  c o u n t r y 's  so c ia l a n d  e c o n o m ic  d e v e lo p m e n t  n e e d s .
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1. R e c e n t  e c o n o m i c  t r e n d s :  i n t r o d u c t i o n  a n d  s u m m a r y
In  1985 t h e  r e c e s s iv e  t r e n d  o f  N ic a r a g u a 's  e c o n o m y  c o n t in u e d ;  t h e  g ro s s  d o m e s t ic  p r o d u c t  fe ll  b y  
c lo s e  o n  3 % , w h ic h  p la c e d  th e  p e r  c a p i t a  g r o s s  d o m e s t ic  p r o d u c t  o n  a  le v e l  s im i la r  to  t h a t  o f  a  q u a r te r  
o f  a  c e n tu r y  b e f o re  ( s e e  ta b le  1).
T h e  f a c to r s  w h ic h  d e e p e n e d  th e  r e c e s s io n  w e r e  la rg e ly  t h e  s a m e  a s  in  r e c e n t  y e a r s :  e l e m e n t s  o f  
a n  e c o n o m ic  a n d  e x t r a - e c o n o m ic  n a tu r e  w h ic h  m u tu a l ly  r e in fo r c e d  e a c h  o t h e r 's  h a r m fu l  e ffe c ts . 
I n d e e d ,  in  t h e  a n a ly s is  o f  N ic a r a g u a 's  e c o n o m ic  c r i s i s ,  c i r c u m s ta n c e s  o u t s id e  t h e  e c o n o m ic  f ie ld  
a s s u m e  a n  im p o r t a n c e  u n u s u a l  in  t h e  a n a ly s is  o f  t h e  r e c e s s io n  in  o t h e r  c o u n t r ie s .
S in c e  t h e  t r i u m p h  o f  t h e  r e v o lu t io n  o f  1 9 7 9 , t h e  g o v e r n m e n t  h a s  h a d  to  ta c k le  n o t  o n ly  t h e  
r e p a i r i n g  o f  t h e  d a m a g e  c a u s e d  b y  th e  c iv il  c o n f l ic t  b u t  a ls o  t h e  u r g e n t  r e c o n s t r u c t io n  o f  t h e  S ta te  
i t s e l f  o n  l in e s  d i f f e r e n t  f ro m  th o s e  o f  t h e  p r e v io u s  r é g im e . A t  t h e  s a m e  t im e  a n  e x p a n s io n i s t  p o lic y  
h a s  b e e n  a p p l ie d ,  g iv in g  p r io r i ty  to  so c ia l  e x p e n d i tu r e  a n d  i n v e s tm e n t s  to  r e s to r e  a n d  a m p lify  t h e  
p r o d u c t iv e  s y s te m . B e s id e s  t h i s ,  t h e  e v o lu t io n  o f  t h e  i n t e r n a t io n a l  e c o n o m y  w a s  m a r k e d ly  u n f a v o u r a ­
b le  to  N ic a r a g u a .  T h e  d r a s t i c  fa ll  in  t h e  t e r m s  o f  t r a d e  c r e a te d  e n o r m o u s  g a p s ,  in c r e a s in g ly  d if f ic u lt  to  
c o v e r ,  in  t h e  e x t e r n a l  a c c o u n ts .  I n  a d d i t io n ,  t h e  a r m e d  h a r a s s m e n t  h a d  a  p r o n o u n c e d  e ffe c t o n  th e  
a l lo c a t io n  o f  p u b l ic  e x p e n d i tu r e ,  a n d  th e  su p p ly  o f  la b o u r  a n d  im p o s e d  h ig h  c o s ts ,  d i r e c t  a n d  in d i r e c t ,  
o n  b u s in e s s  a c t iv i ty .1 T h e  c o n f r o n ta t io n  w i th  t h e  U n i t e d  S ta te s  h a s  p r o g re s s iv e ly  c u t o f f  a c c e ss  to  
m u l t i l a t e r a l  s o u rc e s  o f  c r e d i t .  In  M a y  1985 th e  e m b a r g o  d e c r e e d  b y  th e  U n i t e d  S ta te s  g o v e r n m e n t  
m a r k e d  th e  c u lm in a t io n  o f  t h e  r u p t u r e  o f  e c o n o m ic  r e l a t i o n s  b e tw e e n  th e  tw o  c o u n t r i e s ,  so  t h a t  
N ic a r a g u a  w a s  e x c lu d e d  f ro m  th e  m a r k e t  w h ic h  t r a d i t io n a l ly  r e c e iv e d  a  la rg e  p a r t  o f  i t s  e x p o r t s  a n d  
s u p p l ie d  g o o d s  a n d  te c h n o lo g y  d if f ic u lt  to  r e p la c e .
T h e  f in a n c ia l  im b a la n c e s  in  t h e  e c o n o m y , b o th  d o m e s t ic  a n d  e x t e r n a l ,  b e c a m e  m o r e  a c u te  in  
1 9 8 5 , a n d  th i s  w a s  a c c o m p a n ie d  b y  a  p e r s i s t e n t  sc a rc ity  o f  su p p ly . T h e  d e f ic it  o n  c u r r e n t  a c c o u n t  w e n t  
u p  b y  12 % , a m o u n t i n g  to  1 6 0 %  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s . D e s p i t e  m e a s u r e s  to  c o n t r o l  p u b l ic  
e x p e n d i tu r e  a n d  e f fo r ts  to  im p r o v e  ta x  c o l le c t io n ,  t h e  f isc a l d e f ic i t  c o n t in u e d  to  r e p r e s e n t  o v e r  4 0 %  
o f  to t a l  g o v e r n m e n t  e x p e n d i tu r e  a n d  o v e r  2 2  %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t .  I n f la t io n a r y  p r e s s u r e s ,  
w h ic h  h a d  s h o w n  a  to o  lo n g  in c r e a s e  d u r in g  t h e  p r e c e d in g  tw o  y e a r s ,  b e c a m e  e v e n  m o r e  s e v e re  a s  a 
r e s u l t  o f  a  c o m b in a t io n  o f  sc a rc ity  o f  g o o d s  a v a i la b le  a n d  a  p r o n o u n c e d  e x p a n s io n  in  th e  m o n e y  
s u p p ly  a n d  a n  u p t u r n  in  i t s  r a t e  o f  c i r c u la t io n .  A s  a  r e s u l t ,  t h e  in c r e a s e  in  c o n s u m e r  p r ic e s  r e a c h e d  
3 3 4 %  in  D e c e m b e r  ( s e e  f ig u re  1).
T h e  d e c l in e  in  m a n u f a c tu r in g  ( -5 % )  a n d  th e  v i r tu a l  s t a n d s t i l l  in  t h e  a g r ic u l tu r a l  s e c to r  b r o u g h t  
a b o u t  a  fa ll  in  su p p ly . T h e  c a u s e s  o f  th i s  p e r f o r m a n c e  in c lu d e d  a  d r o p  in  la b o u r  p r o d u c t iv i ty ,  w h ic h  
p e r s i s t e d  in  s p i t e  o f  m e a s u r e s  t a k e n  d u r in g  th e  y e a r 2 to  s t im u la te  i t ;  a n  a c u te  s h o r t a g e  o f  f o r e ig n  
e x c h a n g e ,  w h ic h  m a d e  i t  d if f ic u lt  to  o b t a in  p r o d u c t io n  in p u t s  a n d  in  m a n y  c a s e s  p r e v e n t e d  th e  
p u r c h a s e  o f  c a p i ta l  g o o d s  n e e d e d  to  m a i n t a i n  a n d  r e p la c e  in s ta l le d  c a p a c ity ;  a d v e r s e  c o n d i t io n s  o n  th e  
i n t e r n a t io n a l  m a r k e t ,  w h ic h  d is c o u ra g e d  th e  c u l t iv a t io n  o f  s o m e  e x p o r ta b le  c r o p s ;  t h e  m i l i ta ry  
m o b i l i z a t i o n  a n d  r e s e t t l i n g  o f  t h e  p o p u la t i o n ,  w h ic h  h a d  n e g a t iv e  r e p e r c u s s io n s  o n  th e  la b o u r  
m a r k e t ;  t h e  c o n t in u e d  r e lu c ta n c e  o f  a  c o n s id e ra b le  n u m b e r  o f  b u s in e s s  s e c to r s  to  i n v e s t  in  th e  
m a i n t e n a n c e  o r  e x p a n s i o n  o f  t h e i r  a c t iv i t ie s  a n d  th e  d i r e c t  e f fe c ts  o f  t h e  a r m e d  c o n f l ic t ,  w h ic h ,  in  
a d d i t io n  to  c a u s in g  lo s s  o f  h u m a n  life , w a s  r e s p o n s ib le  f o r  a n  a m o u n t  o f  d a m a g e  to  v a r io u s  p r o d u c t io n  
s e c to r s  e s t im a t e d  a s  e q u a l  to  t h a t  o f  1984.
A s  r e g a r d s  e x p o r t s ,  t h e  p r o b le m  o f  in s u f f ic ie n t  s u p p l ie s  w a s  c o m b in e d  w i th  a  g r o w in g  
r e s t r i c t i o n  o n  th e  a c c e ss  o f  N ic a r a g u a n  p r o d u c t s  to  c e r ta in  m a r k e t s .  T h e  p o lic y  o f  d iv e r s i f ic a t io n  o f
N IC A R A G U A
•In this connection see the chapter on Nicaragua in the Economic Survey ofLatin America and the Caribbean, 19H4. 
2This drop, observable since 1979, is due to the social transformations effected and, in part, to the insufficiency of wage 
earnings by comparison with the income that can be obtained in the informal sector o f the economy.
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d e s t in a t i o n  in  f o r e ig n  t r a d e  w a s  s t im u la t e d  b y  t h e  c lo s in g  o f  th e  N o r t h  A m e r ic a n  m a r k e t ,  a n d  th e  
c o u n t r y  h a d  to  m a k e  p r o d ig io u s  e f fo r ts  to  g e n e r a t e  i t s  o w n  d i s t r i b u t io n  m e c h a n is m s .  T h e s e  e f fo r ts  
w e r e  r e la t iv e ly  su c c e s s fu l ,  e s p e c ia l ly  in  t h e  c a s e  o f  b a n a n a s .  N e v e r t h e l e s s ,  a s  a  r e s u l t  o f  t h e  c o n t r a c t io n  
in  v o lu m e  e x p o r t e d  a n d  t h e  fa ll  in  u n i t  v a lu e ,  e x t e r n a l  s a le s  o f  g o o d s  fe ll  b y  2 4 % .  T h e  v a lu e  o f  
i m p o r t s ,  o n  t h e  o t h e r  h a n d ,  w e n t  u p  s l ig h t ly .  T h e  s h o r t a g e  o f  f o r e ig n  e x c h a n g e  a n d  t h e  c h a r a c te r i s t i c s  
o f  m u c h  o f  t h e  c r e d i t  r e c e iv e d  a f fe c te d  t h e  c h o ic e  o f  o r i g in  o f  t h e  p r o d u c t s  im p o r t e d ,  m o r e  o f  w h ic h  
c a m e  f ro m  t h e  m e m b e r  c o u n t r i e s  o f  t h e  C o u n c il  f o r  M u tu a l  E c o n o m ic  A id  (CMEA) a n d  th e  E u r o p e a n  
E c o n o m ic  C o m m u n i ty  (EEC).
I n  c o n t r a s t ,  C e n t r a l  A m e r ic a  b e c a m e  le s s  i m p o r t a n t  a s  t h e  d e s t i n a t i o n  o f  N i c a r a g u a n  s a le s  a n d  
t h e  o r i g in  o f  i t s  p u r c h a s e s ,  f i r s t  b e c a u s e  t h e  d e c l in e  in  m a n u f a c tu r in g  r e d u c e d  t h e  p o s s ib i l i t i e s  o f  
e x p o r t i n g  to  t h e  C e n tr a l  A m e r i c a n  C o m m o n  M a r k e t  c o u n t r i e s  a n d  s e c o n d  b e c a u s e  N ic a r a g u a
T a b le  1
N I C A R A G U A : M A IN  E C O N O M IC  I N D IC A T O R S
1979 1980 1981 1982 1983 1984 1985°
A . B a s ic  e c o n o m ic  in d ic a to r s
G ro ss d o m es tic  p ro d u c t a t m a rk e t prices 
( in d ex  1980 =  100) 95.6 100.0 105.4 104.5 109.1 107.6 104.8
G ro ss n a tio n a l incom e 96.2 100.0 103.2 9 9 2 106.1 108.7 105.9
P o p u la tio n  (m illio n s  o f  in h a b ita n ts )  
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t
2.7 2 .8 2.9 3.0 3.1 3.2 3.3
(in d ex  1980 =  100) 98.5 100.0 102.0 97.9 98.9 94.3 88.7
G ro w th  ra tes
B. S h o r t- ru n  e c o n o m ic  in d ic a to rs  
G ro ss  d o m es tic  p ro d u c t -26.5 4.6 5.4 -0.8 4.4 -1.4 -2.6
P e r  cap ita  g ro ss d o m es tic  p ro d u c t -28.5 1.5 2.0 -4.0 1.0 -4.7 -5.9
G ro ss n a tio n a l incom e -28.7 4.0 3.2 -4.0 7.0 2.4 -2.6
U n e m p lo y m e n t ra te  
C o n su m e r  prices
22 .9 22.4 19.0 22.2 18.9 21.1 22.3
D e c e m b e r-D e c e m b e r 70.3 24.8 21.2 22.2 32.9 50.2 334.3
V a r ia tio n  b e tw e e n  a n n u a l averages 48.2 35.3 21.9 24 .8 31.1 15.4 219.5
R eal w ages and sa la r ie s ' -13 .6 -15.0 1.4 -12.7 -12.7 0.1 -18.9
M oney 28.0 15.0 28.0 22.1 64.7 53.1 189.1
C u r re n t  in co m e o f g o v e rn m e n t 16.7 139.2 21.4 34.6 40 .9 54.2 136.4
T o ta l e x p e n d itu re  o f  g o v e rn m e n t -9.3 111.4 12.7 32.1 80.8 13.9 133.8
Fiscal d e f ic it/to ta l e x p e n d itu re  o f  g o v e rn m e n t"  36.5 30.3 36.0 34.8 49.1 41.4 40 .8
Fiscal d e f ic it/g ro s s  d o m estic  p ro d u c t 
C u r re n t  va lue  o f  e x p o rts  o f  goods
13.3 9.2 12.4 13.6 30.0 24.8 22.2
and  services -6.7 -26.4 11.8 -19.2 3.6 -8.9 -16.4
C u rre n t  va lue  o f  im p o rts  o f  goods 
and serv ices -22.3 77.9 14.1 -20.0 11.6 -4.2 -0.7
T e rm s  o f  tra d e  (g oods and se rv ices) -10 .0 -3 .6 -8.2 -4.4 -4.2 15.2 -0.5
M il l io n s  o f  d o lla rs
C E x te rn a l se c to r
T ra d e  b alance  (g o o d s and  se rv ices) 162 -414 -484 -382 -462 -464 -527
N e t  p a y m e n t o f  p ro fits  and in te re s t -72 -89 -93 -140 -61 -46 -44
B alance  o n  c u rre n t account 90 -491 -563 -514 -519 -508 -569
B a lance  on  cap ita l account -93 289 617 416 586 518 592
V a ria tio n  in  n e t in te rn a tio n a l rese rv es 9 -235 62 -97 48 10 23
E x te rn a l d eb t 1 136 1 571 2  163 2  578 3 263 3 901 4  495
"Preliminary figures. * Percentages. * Received by members of the Nicaraguan Suciai Security and Welfare Institute. 
JDisbursed medium- and King-term debt. Includes the public debt and the private State-guaranteed debt.
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e n c o u n te r e d  g r e a t  d i f f ic u l t ie s  in  u s in g  th e  p a y m e n t  m e c h a n i s m s  p r o v id e d  f o r  in  t h e  C e n tr a l  A m e r i ­
c a n  C le a r in g  H o u s e .  I f  t h e  c o u n t r y  h a d  n o t  in c r e a s in g ly  r e s o r t e d  to  c o m p e n s a t e d  t r a d e  a n d  to  t r a d e  
c o n d u c te d  b y  " b u h o n e r o s " ,3 t r a d e  w i th  o t h e r  C e n t r a l  A m e r ic a n  c o u n t r i e s  w o u ld  h a v e  b e e n  e v e n  m o r e  
re d u c e d .
E x te r n a l  c o n d i t i o n s  in  t h e  f in a n c ia l  s p h e r e  w e r e  a ls o  u n f a v o u ra b le  to  t r a d e .  A l th o u g h  th e  
n e g a t iv e  b a la n c e  o n  c u r r e n t  a c c o u n t  w a s  c o v e r e d  b y  t h e  la r g e  in f lo w s  o f  c a p i ta l  s h o w n  o n  th e  b o o k s ,  
t h i s  w a s  m a in ly  a c h ie v e d  b y  th e  n o n - p a y m e n t  o f  f o r e ig n  d e b t  c o m m i t m e n t s  a n d  th e  p r o c u r e m e n t  o f  
c r e d i t s  t i e d  to  th e  p u r c h a s e  o f  g o o d s  in  t h e  c r e d i to r  c o u n t r i e s .
I n  v ie w  o f  t h e  e c o n o m ic  s t a g n a t io n ,  in  F e b r u a ry  t h e  g o v e r n m e n t  b e g a n  to  a p p ly  a n  a d ju s tm e n t  
a n d  s ta b i l i z a t i o n  p o l ic y  w h o s e  b a s ic  o b je c t iv e s  w e r e  t h e  s y s te m a t ic  p r o m o t i o n  o f  p r io r i t y  p r o d u c t io n  
( e x p o r t s  a n d  b a s ic  c o n s u m e r  g o o d s ) ,  t h e  s t r e a m l i n i n g  o f  b u s in e s s e s ,  t h e  c o r r e c t io n  o f  f in a n c ia l  
im b a la n c e s  a n d  o f  t h e  s h o r t a g e s  e x p e r i e n c e d  in  t h e  d o m e s t ic  m a r k e t  a n d  t h e  c o n s o l id a t io n  o f  t h e  
a d v a n c e s  m a d e  in  t h e  e q u ity  f ie ld .
W i th  a  v ie w  to  c o u n te r in g  th e  e x p a n s io n  o f  p u b l ic  e x p e n d i t u r e ,  t h e  g o v e r n m e n t  p r o c e e d e d  to  
e l i m i n a t e  c o m m o d i ty  s u b s id ie s  a n d  to  r e d u c e  t r a n s p o r t  s u b s id ie s ;  g o v e r n m e n t  p o s t s  w e r e  f ro z e n ,  a n d  
a  s e le c t iv e  c r i t e r io n  w a s  e s ta b l i s h e d  f o r  t h e  a l lo c a t io n  o f  i n v e s tm e n t s .  S im ila r ly ,  a n  a t t e m p t  w a s  m a d e  
to  in c r e a s e  g o v e r n m e n t  in c o m e  t h r o u g h  b e t t e r  a d m i n i s t r a t i o n  o f  t h e  t a x  r e fo r m  la w s  e n a c te d  in  
D e c e m b e r  1984 .
T h e s e  m e a s u r e s  w e r e  a c c o m p a n ie d  b y  a  r i s e  in  t h e  e x c h a n g e  r a t e ,  b u t  n o t  e n o u g h  o f  a  r i s e  to  
c o r r e c t  t h e  p r e - e x i s t i n g  o v e r v a lu a t io n  o f  t h e  c ó rd o b a . A c t iv e  a n d  p a s s iv e  i n t e r e s t  r a te s  w e r e  a ls o  
r a i s e d ,  a l t h o u g h  th e y  r e m a in e d  n e g a t iv e  in  r e a l  te r m s .  T h e  s y s te m  o f  m u l t i p le  e x c h a n g e  r a te s  w a s  
m a in ta in e d .
T o  e n c o u r a g e  p r o d u c e r s ,  p r i c e  g u a r a n te e s  w e r e  in c r e a s e d  a p p e c ia b ly  — a n  in c r e a s e  w h ic h  w a s  
a p p l ie d  to  t h e  p e r c e n t a g e  o f  e x p o r t  e a r n in g s  p a y a b le  in  d o l la r s .  A s  f o r  la b o u r ,  i t  w a s  g r a n te d  a  
s u b s t a n t i a l  w a g e  in c r e a s e  in  a n  a t t e m p t  to  c o m p e n s a t e  fo r  t h e  lo s s e s  e x p e r ie n c e d  in  p u r c h a s in g  
p o w e r .  A s  a n  a d d i t io n a l  m e a s u r e ,  c o m m o d i ty  t r a d e  b e g a n  to  b e  r e s t r u c tu r e d  w i th  a  v ie w  to  e n s u r in g  
s u p p ly  a n d  d is c o u r a g in g  s p e c u la t io n .
T h e  a p p l i c a t i o n  o f  t h i s  p r o g r a m m e  r e s u l t e d  in  a  d r o p  in  g o v e r n m e n t  s p e n d in g  in  r e a l  te r m s .  
T h u s ,  d e s p i te  t h e  r e c e s s iv e  b e h a v io u r  o f  t h e  e c o n o m y , t h e  s h a r e  o f  p u b l ic  s p e n d in g  in  th e  g ro s s  
d o m e s t ic  p r o d u c t  d e c l in e d ,  w h ic h  le d  to  a  r e d u c t io n  in  t h e  f isc a l d e f ic it . T h e  m a in  o b s ta c le  to  m o r e  
s ig n i f ic a n t  p r o g r e s s  in  t h i s  c o n n e c t io n  w a s  t h e  g r o w in g  s h a r e  o f  d e f e n c e  r e q u i r e m e n t s  in  t h e  n a t io n a l  
b u d g e t ,  t h e s e  i t e m s  b e in g  fa ir ly  r e s i s t a n t  to  r e d u c t io n  o w in g  to  t h e  p r io r i ty  g iv e n  to  t h e m  b y  th e  
g o v e r n m e n t .
O n  t h e  o t h e r  h a n d ,  in f la t io n  w a s  h i g h e r  t h a n  h a d  b e e n  f o re s e e n ,  o w in g  to  t h e  d i r e c t  e f fe c t o f  
t h e  m e a s u r e s  in d ic a te d  a n d  t h e  e x p e c t a t i o n s  r a is e d  b y  t h e  w a y  in  w h ic h  th e y  w e r e  a p p l ie d . M o r e o v e r ,  
t h e  e x p a n s i o n  o f  m i l i ta ry  e x p e n d i t u r e ,  t h e  in c r e a s e d  l iq u id  a s s e t s  a v a i la b le  to  t h e  g o v e r n m e n t  a n d  a  
p e r s i s t e n t  s h o r t f a l l  in  s u p p ly  in te n s i f i e d  t h e  r a te  o f  p r ic e  in c r e a s e s ,  so  t h a t  w a g e s  c o n t in u e d  to  lo se  
t h e i r  p u r c h a s in g  p o w e r .  C o n c u r r e n t ly ,  t h e  im p o s s ib i l i ty  o f  g u a r a n t e e in g  t h e  su p p ly  o f  c e r t a in  g o o d s  
w e a k e n e d  t h e  a u t h o r i t i e s ' c o n t r o l  o v e r  t h e  m a r k e t  a n d  r e s u l t e d  in  t h e  g r o w th  o f  s p e c u la t iv e  t r a d e  o n  
a n  in f o r m a l  le v e l.
T h e  d i s t o r t i o n s  in  e m p lo y m e n t  a n d  p r o d u c t io n  p e r s is te d .  T h e  t r a n s f e r  o f  w a g e - e a r n e r s  to  
in f o r m a l  t r a d e ,  t h e  g r o w in g  m o b i l i z a t io n  f o r  d e f e n c e  a n d  t h e  e m ig r a t io n s  c a u s e d  b y  t h e  a r m e d  
c o n f l ic t  r e s u l t e d  in  t h e  c o n t in u a t io n  o f  t h e  p a r a d o x ic a l  s i tu a t io n  in  w h ic h  a  h ig h  p e r c e n ta g e  o f  th e  
la b o u r  fo rc e  i s  u n d e r e m p lo y e d ,  w h i le  t h e  m a n p o w e r  n e e d e d  to  c a r ry  o u t  p r o d u c t iv e  w o r k  im p o r t a n t  
f o r  t h e  e c o n o m y  is  u n a v o id a b ly  m a k in g  i t  n e c e s s a ry  to  r e c r u i t  v o lu n te e r s  f o r  t h e  c o ffe e  h a r v e s t .
2 . T r e n d s  in  e c o n o m i c  a c t iv i ty
a )  Total supply and demand
I n  1985 t h e r e  w a s  a n  in te n s i f i c a t io n  o f  t h e  r e c e s s iv e  t r e n d s  o b s e rv e d  t h e  p r e v io u s  y e a r ,  
r e s u l t i n g  in  a  fa ll o f  2 .6 %  in  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  b r in g in g  i t  b e lo w  t h e  le v e ls  a c h ie v e d  in  
1 9 8 1 ,4 a n d  in  a  d e c l in e  o f  a lm o s t  3 %  in  t h e  v o lu m e  o f  i m p o r t s  ( s e e  t a b le  2 ).
’Informal traders w ho make relatively small transactions.
4 T he Planning and Budget Ministry o f Nicaragua revised the figures on economic activity from 1980 on, reducing the 
GDP figures it had previously used.
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T h e  e c o n o m ic  a n d  e x t r a - e c o n o m ic  fa c to r s  o b s e rv e d  in  f o r m e r  y e a r s  p e r s i s t e d  in  1985 a n d  in  
s o m e  c a s e s  b e c a m e  m o r e  m a rk e d .  T h e  d i r e c t  lo s s e s  c a u s e d  b y  t h e  w a r ;  t h e  e f fe c ts  o f  m i l i ta ry  
m o b i l i z a to n  a n d  r e s e t t l e m e n t  o f  p o p u la t i o n ;  t h e  s c a rc ity  o f  f o r e ig n  c u r re n c y  a n d  in a d e q u a te  su p p ly  
o f  i n p u t s  a n d , f ro m  M a y  o n w a r d s ,  t h e  e m b a r g o  im p o s e d  b y  t h e  U n i t e d  S ta te s  g o v e r n m e n t  — all th e s e  
in  c o m b in a t io n  w i th  i n t e r n a l  f a c to r s  l in k e d  w i th  t h e  c o u n t r y 's  e c o n o m ic  s t r u c tu r e ,  r e s u l t e d  in  
r e s t r i c t i o n s  o f  s u p p ly .
G e n e r a l  g o v e r n m e n t  c o n s u m p t io n  a n d  in v e s tm e n t  in  c o n s t r u c t io n  w e r e  t h e  o n ly  c o m p o n e n t s  
o f  d o m e s t ic  d e m a n d  to  d is p la y  a  f a v o u ra b le  t r e n d .  G r o s s  f ix e d  in v e s tm e n t  w e n t  d o w n  b y  1 5 %  o w in g  
to  a  s u b s ta n t i a l  d r o p  in  r e s p e c t  o f  m a c h in e r y  a n d  e q u ip m e n t  ( -2 5 % ) .  A s  in  1 9 8 4 , t h i s  w a s  p a r t ly  d u e  
to  t h e  d e c is io n  to  m a k e  a  s c ru p u lo u s  s e le c t io n  o f  i n v e s tm e n t  o u t la y s  in  a c c o rd a n c e  w i th  c r i te r ia  o f  
p r io r i t y ;  t h u s  t h e  a u th o r i t i e s  c o n t in u e d  to  d e v e lo p  e c o n o m ic  p r o je c ts  r e g a r d e d  a s  im p o r t a n t  a n d  
w o r k s  d e s t in e d  m a in ly  f o r  d e f e n c e  ( e s p e c ia lly  t r a n s p o r t  a n d  c o m m u n ic a t io n s ) .  In  c o n t r a s t ,  in v e s t ­
m e n t  in  m a c h in e r y  a n d  e q u i p m e n t  fe ll d r a s t ic a l ly ,  w h ic h  is  r e f le c te d  in  a  f a i lu re  to  r e p la c e  a v a i la b le  
c a p i ta l  g o o d s  a n d  to  m a i n t a i n  t h e m  a d e q u a te ly .
G e n e r a l  g o v e r n m e n t  c o n s u m p t io n  e x p a n d e d  b y  8 % , a  r a te  w h ic h  w h i le  m u c h  lo w e r  t h a n  in  th e  
f iv e  p r e c e d in g  y e a r s  m e a n t  t h a t  t h e  v a r ia b le  r e p r e s e n t e d  o v e r  4 0 %  o f  t h e  g r o s s  d o m e s t ic  p ro d u c t .
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T h u s  p u b l ic  s p e n d i n g  c o n t in u e d  to  b e  a  m a jo r  s u p p o r t  a n d  s t im u la n t  o f  d e m a n d ,  a l th o u g h  its  
in c r e a s e  in  1985  w a s  b a s ic a lly  d u e  to  t h e  g r e a t e r  d e m a n d s  o f  d e f e n c e  o p e r a t i o n s .  O n  th e  o t h e r  h a n d ,  
p r i v a t e  c o n s u m p t io n  c o n t in u e d  to  fa ll , s in c e  t h e  S ta te  w a s  r e s p o n s ib le  f o r  m u c h  o f  t h e  c o n s u m p t io n  
o f  t h o s e  r e c r u i t e d  f o r  m i l i ta ry  s e rv ic e ,  a n d  m a n y  su p p ly  p r o b le m s  a ro se . T h i s  c a u s e d  to ta l  
c o n s u m p t i o n  to  r i s e  b y  3 % ,  a  r a t e  s l ig h t ly  le s s  t h a n  t h a t  o f  p o p u l a t i o n  g r o w th  ( 3 4 % ) .  N e v e r t h e l e s s ,  
p e r  c a p i t a  c o m m o d i ty  c o n s u m p t io n  w a s  r e la t iv e ly  s a t is f a c to ry , w h e r e a s  s e r io u s  p r o b le m s  c o n t in u e d  
in  t h e  c a s e  o f  n o n - b a s ic  g o o d s .
E x p o r t s  o f  g o o d s  a n d  s e rv ic e s  su f fe re d  a  f u r t h e r  a n d  c o n s id e ra b le  c o n t r a c t io n  in  v o lu m e . T h e  
p r o b l e m s  t h a t  c a u s e d  i t s  fa ll t h e  p r e v io u s  y e a r  p e r s i s t e d  in  1 9 8 5 , a n d  f ro m  M a y  o n w a r d s ,  t h e s e  
p r o b l e m s  w e r e  c o m p o u n d e d  b y  t h e  e c o n o m ic  b lo c k a d e  im p o s e d  b y  th e  U n i t e d  S ta te s .  A t t e m p t s  to  
p a l l i a t e  t h e  s h o r t a g e  o f  g o o d s  a v a i la b le  f o r  e x p o r t  b y  o f f e r in g  in c e n t iv e s  to  p r o d u c e r s  ( r a i s in g  th e  
e x c h a n g e  r a t e ,  e s t a b l i s h i n g  p r i c e  g u a r a n t e e s ,  e tc .)  a n d  p r o m o t i n g  la b o u r  p r o d u c t iv i ty  d id  n o t  a c h ie v e  
th e  d e s i r e d  r e s u l t s .
b )  Evolution o f  the main sectors
T h e  d e c l in e  o f  th e  g r o s s  d o m e s t ic  p r o d u c t  w a s  r e f le c te d  d if fe r e n t ly  in  th e  d i f f e r e n t  s e c to r s  
a l t h o u g h  v e ry  fe w  o f  t h e m  m a n a g e d  to  e s c a p e  th e  r e c e s s iv e  fa ll e x e r te d  b y  o v e r a l l  e c o n o m ic  a c tiv ity  
( s e e  ta b le  3 ) . T h e  5 %  fa ll  in  m a n u f a c tu r in g  w a s  a  d e c is iv e  f a c to r  in  t h e  g lo b a l  p e r f o r m a n c e  o f  th e  
e c o n o m y ,  b o th  b e c a u s e  th i s  s e c to r  c o n t r ib u te s  s l ig h t ly  m o r e  t h a n  o n e  q u a r t e r  o f  t h e  g r o s s  d o m e s t ic  
p r o d u c t  a n d  b e c a u s e  a g r ic u l tu r e ,  w h ic h  a ls o  g e n e r a t e s  a r o u n d  a  q u a r t e r  o f  t h e  to t a l  p r o d u c t ,  r e m a in e d  
s ta g n a n t .
O n  th e  o t h e r  h a n d ,  c o n s t r u c t io n  s h o w e d  c o n s id e r a b le  d y n a m is m ,  g r o w in g  b y  n e a r ly  9 % . M o r e  
m o d e s t  in c r e a s e s  o c c u r r e d  in  e le c tr ic i ty  s e rv ic e s ,  o w n e r s h i p  o f  d w e l l in g s  a n d  g o v e r n m e n t  s e rv ic e s ,  
w h i le  a p p r e c ia b le  fa l ls  to o k  p la c e  in  f in a n c ia l  a n d  c o m m e r c ia l  a c t iv i t ie s ,  t r a n s p o r t ,  s to r a g e ,  c o m m u n i ­
c a t io n s  a n d  m in in g .
T a b le  2
N I C A R A G U A : T O T A L  S U P P L Y  A N D  D E M A N D
In d ex es  
1980 =  100i
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
T o ta l su p p ly 106.7 106.1 103.3 143.9 141.9 -6 .7 7.4 -0 .6 -2 .6
G ro ss d o m es tic  p ro d u c t
a t m a rk e t p rices 1091 107.6 104.8 100.0 100.0 -0.8 4.4 -1.4 -2.6
Im p o rts  o f  goo d s and
se rv ices 101.2 102.5 100.0 43 .9 41.9 -19.6 15.5 1.3 -2.5
T o ta l d e m a n d 106.7 106.1 103.3 143.9 141.9 -6 .7 7.4 -0 .6 -2 .6
D o m e s tic  d em an d 106.0 108.7 108.6 120.0 124.4 -4.8 6.5 2.6 -0.1
G ro ss d o m e s tic  in v e s tm e n t 134.0 127.8 109.0 16.8 17.5 -19.4 8.7 -4.6 -14.7
G ro ss  fixed in v e s tm e n t 130.7 125.5 106.9 14.6 14.9 -21.7 4.3 -4.0 -14.8
C o n s tru c tio n 96.0 104.3 113.3 5.5 5.9 -25.5 16.7 8.7 8.6
M a ch in e ry  and e q u ip m e n t 151.9 138.3 103.1 9.1 8.9 -20.4 0.3 -8.9 -25.5
C h a n g es  in  stocks 




107.0 -1.1 6.1 4.2 2.8
G e n e ra l g o v e rn m e n t 181.7 213.2 230.5 19.7 43.4 16.9 37.1 17.3 8.1
P riv a te 82.4 80.3 79.9 83.5 63.6 -6.3 -5.1 -2.6 -0.5
E x p o rts  o f  g o ods and
se rv ices 110.7 92.7 76.5 23.9 17.4 -15.0 -12.0 -16.3 -17.5
Source: UG.AC, on the basis of figures from rhe Nicaraguan Minisrry of Planning.
Note: The f  igures for ex ports and imports of gxKJs and services were obtained from the balance of payments in current I MF dollars converted to 




N I C A R A G U A : G R O S S  D O M E S T IC  P R O D U C T , B Y  K I N D  O F  
E C O N O M IC  A C T I V IT Y ”
Table 3
In d e x e s  P e rc e n ta g e
1980 =  100' b reak d o w n
G ro w th  ra tes
1983 1984 1985* 1980 1985* 1982 1983 1984 1985*
G ro s s  d o m e s tic  p ro d u c t 109.1 107.6 104.8 100.0 100.0 -0 .8 4.4 -1.4 -2 .6
G o o d s 112.1 109.2 106.7 52.5 53.5 -0 .4 5.8 -2 .6 -2 .2
A g ric u ltu re ' 118.3 110.8 111.1 23.2 24 .6 2.8 5.1 -6.4 0.2
M in in g 93.4 72.0 54.0 0.7 0.4 -14.8 1.9 -22.9 -25.1
M an u fac tu rin g 108.9 109.3 103.6 25 .6 25.4 0.1 5.6 0.4 -5.2
C o n s tru c tio n 96.0 104.3 113.3 2.9 3.2 -25.5 16.7 8.7 8.6
B a sic  se rv ices 97 .8 100.0 9 1 .6 7.9 6.9 -2 .0 -0 .4 2.2 -8.4
E lec tric ity , gas and w a te r  
T ra n s p o r t ,  s to rag e  and
82.5 90.7 93.8 2.1 1.9 -2.6 -4.8 9.9 3.4
co m m u n ica tio n s 103.5 103.4 90.7 5.7 5.0 -1.8 0.9 - -12.3
O th e r  se rv ices 
C o m m erce , re s ta u ra n ts
107.4 107.1 104.7 39 .6 39.6 -1 .2 3.5 -0 .4 -2 .2
and h o te ls
F in an c ia l in s titu tio n s , 
in su ran ce , real e s ta te
103.5 98 .6 94.0 18.9 17.0 -1.8 0.9 -4.8 -4.6
and  b u sin e ss serv ices 98 .6 103.4 103.3 7.1 7.0 -5.9 -2.5 4 .9 -0.1
O w n e rsh ip  o f  d w ellin g s 
C o m m u n ity , social and
99.4 110.9 115.3 3.7 4.1 4.7 -9.3 11.5 4 .0
p e rso n a l serv ices 117.5 120.8 120.5 13.6 15.6 2.2 9.9 2.8 -0.3
G o v e rn m e n t services 126.1 133.9 135.7 8.7 11.3 4.4 14.9 6.2 1.3
Source: IIC1AC, on the basis of figures from the Nicuruguun Ministry of Planning.
”At 1980 market prices. Preliminary figures. ’Includes the livestock sector, forestry and fishing.
i)  The agricultural sector. A g r ic u l tu r e  g r e w  b y  b a re ly  0 .3 %  ( s e e  ta b le  4 ) .  A n y  p o s i t i v e  r e s u l t s  
w h ic h  m i g h t  h a v e  b e e n  p r o d u c e d  b y  th e  p r o d u c t io n  in c e n t iv e s  a d o p te d  (p r ic e  a d ju s tm e n t s ,  c r e d i t  a t 
lo w  i n t e r e s t  r a t e s ,  p a r t i a l  p a y m e n t  in  d o l l a r s  f o r  e x p o r t s )  d id  n o t  su c c e e d  in  c o m p e n s a t in g  fo r  
n e g a t iv e  f a c to r s  s u c h  a s  t h e  p r o l o n g a t io n  o f  t h e  d ry  s e a s o n ;  lo w  in t e r n a t io n a l  p r ic e s  f o r  a  n u m b e r  o f  
e x p o r t s  a n d  f o r  c o t to n  a n d  s u g a r  in  p a r t i c u l a r ;  t h e  c o n s t r a i n t s  p la c e d  o n  th e  p u r c h a s e  o f  i n p u t s ,  s p a r e  
p a r t s  a n d  m a c h in e r y  b y  t h e  s h o r t a g e  o f  f o r e ig n  e x c h a n g e  a n d  th e  e f fe c ts  o f  t h e  a r m e d  c o n f l ic t  a n d  th e  
e c o n o m ic  e m b a r g o  im p o s e d  b y  t h e  U n i t e d  S ta te s ,  w h ic h ,  in  a d d i t io n  to  c lo s in g  th e  m a r k e t  f o r  s o m e  
i t e m s ,  p r e v e n t e d  t h e  t im e ly  s u p p ly  o f  i n p u t s  a n d  s p a r e  p a r t s .
T h u s ,  t h e  a r e a  c u l t iv a te d  c o n t r a c t e d  b y  8.5 % , d r o p p i n g  f ro m  9 0 8  0 0 0  manzanas i n  t h e  p r e v io u s  
g r o w in g  s e a s o n  to  8 3 1  0 0 0  in  t h a t  o f  1 9 8 5 /1 9 8 6 .5 T h e  m o s t  s ig n i f ic a n t  lo s s e s  in  t e r m s  o f  a r e a  s o w n  
o c c u r r e d  in  c o n n e c t io n  w i th  e x p o r t  i t e m s  su c h  a s  c o t to n ,  f o r  w h ic h  th e  n u m b e r  o f  manzanas 
c u l t iv a te d  d r o p p e d  f ro m  164 0 0 0  to  123 0 0 0  manzanas, a n d  s e s a m e  ( f ro m  2 2  0 0 0  to  14 0 0 0  
manzanas). T h e  a r e a  d e d ic a te d  to  c r o p s  g r o w n  f o r  d o m e s t ic  c o n s u m p t io n  c o n t r a c t e d  b y  6 % .
C o t to n  p r o d u c t io n  w e n t  d o w n  b y  2 0 %  a s  a  r e s u l t  o f  u n f a v o u ra b le  w e a t h e r  c o n d i t io n s ,  th e  
a p p e a r a n c e  o f  p e s t s  d if f ic u lt  to  c o n t r o l  a n d  d if f ic u l t ie s  in  s u p p ly in g  in p u t s ,  a ll  o f  w h ic h  p la y e d  a  p a r t  
in  r e d u c in g  t h e  y ie ld  o f  t h e  a r e a  s o w n  a n d  in  t h e  d r o p  in  p r o d u c t iv i ty .
T h e  s u g a r - c a n e  h a r v e s t  a ls o  s h o w e d  a n  a p p r e c ia b le  d e c l in e  ( - 1 1 % ) ,  b a s ic a lly  a t t r ib u t a b l e  to  a  
d r o p  in  y ie ld . T o  c o p e  w i th  t h e  c lo s u re  o f  t h e  U n i t e d  S ta te s  m a r k e t ,  a n  a t t e m p t  w a s  m a d e  to  p la c e  t h e  
s u g a r  c r o p  in  A r a b  a n d  s o c ia l is t  c o u n t r i e s  a n d  to  e s ta b l i s h  n e w  f o r m s  o f  t r a d e  w i th  th e m . I n v e s tm e n t s  
m a d e  in  r e c e n t  y e a r s  b e g a n  to  b e a r  f ru i t ,  a n d  p r o je c t s  f o r  t h e  e x p a n s io n  o f  t h e  p r o d u c t iv e  c a p a c ity  
w e r e  c o n t in u e d .
’A manzana  is equal to around 0.7 hectares.
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B a n a n a  p r o d u c t i o n  r e m a in e d  a t  t h e  le v e ls  r e a c h e d  in  t h e  tw o  p r e c e d in g  y e a r s  (1 2 7  0 0 0  to n s ) .  
T h i s  p r o d u c t  w a s  a n o t h e r  o f  t h o s e  a f fe c te d  b y  t h e  c lo s u r e  o f  t h e  U n i t e d  S ta te s  m a r k e t ,  a n d  th e  
g o v e r n m e n t  w a s  fo rc e d  to  se t  u p  a  n e tw o r k  to  m a r k e t  b a n a n a s  in  E u r o p e a n  c o u n t r i e s .
C o ffe e  w a s  t h e  o n ly  e x p o r t  c r o p  w h o s e  h a r v e s t  in c r e a s e d  ( 1 3 % ) .  T h is  w a s  d u e  to  f a v o u ra b le  
r a in f a l l  a n d  th e  r e c r u i t m e n t  o f  a  s u b s ta n t i a l  n u m b e r  o f  h u m a n  r e s o u r c e s  fo r  t h e  tw o fo ld  p u r p o s e  o f  
a s s i s t in g  w i th  t h e  h a r v e s t  a n d  d e f e n d in g  p l a n t a t i o n s  in  z o n e s  t h r e a t e d  b y  a r m e d  b a n d s .  A  r i s e  in  
p r o d u c t iv i t y  c o m p e n s a t e d  fo r  t h e  a b a n d o n m e n t  o f  5 %  o f  t h e  c o f fe e -g ro w in g  a re a .
A s  r e g a r d s  c r o p s  s o w n  f o r  d o m e s t ic  c o n s u m p t io n ,  t h e  m a iz e  h a r v e s t  w e n t  d o w n  f ro m  2 1 3  0 0 0  
to  197 0 0 0  to n s ,  o w in g  to  a  m a r k e d  c o n t r a c t io n  in  t h e  a r e a  s o w n  a n d  d e s p i te  t h e  fa c t t h a t  o v e r  tw ic e  
t h e  a m o u n t  o f  la n d  w a s  u n d e r  i r r i g a t i o n  ( f ro m  9  0 0 0  manzanas t h e  p r e v io u s  y e a r  to  21 0 0 0  in  1 9 8 5 ). 
A s  f o r  t h e  b e a n ,  r ic e  a n d  s o r g h u m c r o p s ,  th e y  in c r e a s e d  s ig n if ic a n t ly  ( 1 3 % ,  1 4 %  a n d  7 3 % ) .  T h e  r is e s
T a b le  4
N I C A R A G U A : I N D IC A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N
G ro w th  ra tes
1975 1982 1983 1984 1985"
1982 1983 1984 1985"
In d e x  o f  a g r ic u ltu ra l  
p r o d u c t io n  (1980  =  100) 117.9 113.4 121.9 120.7 121.1 4.7 7.5 -1 .0 0.3
C ro p  fa rm in g 125.3 123.4 139.2 136.6 138.0 1.0 12.8 -1.9 1.0
L iv esto ck 110.0 100.7 101.1 103.5 102.5 11.7 0.4 2.4 -1.0
F o re s try 137.0 143.0 106.5 98.2 -32.7 4.4 -25.5 -7.8
P ro d u c t io n  o f  m a in  c ro p s  
( th o u sa n d s  o f  to n s)
F o r  e x p o rt
C o tto n 118.0 67.1 81.0 85.0 68.4 -6.5 20.7 4.9 -19.5
C o tto n  seed 189.4 100.8 120.4 129.1 105.7 -5.9 19.5 7.2 -18.1
Coffee (g ree n ) 42.4 63.0 64.5 44 .9 50.7 9.4 2.4 -30.4 13.0
S ugar cane 2  304.0 2  750.0 2  789.0 2  975.0 2  660.1 9.4 1.4 6.7 -10.6
B a n an as 169.5 140.6 128.1 127.9 127.3 -7.8 -8.9 -0.2 -0.5
H a v a n a  tobacco 1.5 1.3 1.3 1.6 1.5 17.5 5.3 18.5 -6.3
S esam e 3.9 5.0 10.7 11.2 7.0 -30.6 111.5 5.4 -38.0
F o r d o m e s tic  c o n su m p tio n
M aize 189.4 177.7 218.2 212.7 197.1 -10.2 22.8 0.5 -7.3
R ice  (g ree n ) 58.3 91.2 98.7 84.8 96.5 22.7 8.2 -14.0 13.8
B e an s 43.7 49 .9 57.2 58.5 66.0 -8.6 14.6 2.3 12.8
S o rg h u m 60.4 56.6 95.7 112.2 194.3 -31.8 19.0 17.2 73.2
B lo n d e  tobacco 1.5 1.4 3.3 2.7 3.4 -3.2 135.9 -16.6 26.0
In d ic a to r s  o f  
l iv e s to c k  p r o d u c t io n  
V a r ia tio n  in  stocks
B e ef ca ttle 65 16.1
Pigs'" 48 47 45 20.0 -2.1 -4.3
P o u l t ry '
S la u g h te r in g
425 449 455 74.9 5.6 1.3
B e ef ca ttle 325 311 341 340 340 14.1 9.5 1.2 -
P igs* 168 279 270 271 276 15.1 -3.4 3.5 -1.1
P o u l t ry '
O th e r  p ro d u c ts
12.2 12.9 14.4 14.0 19.2 -2.4 11.2 -2.8
M ilk '' 433 315 301 322 328 2.8 -4.7 7.1 1.8
E g g s ' 43 42 44 43 33.6 -0.5 3.3 -2.3
Source: UCLAC, on the basis of officiai figures.
"Preliminary figures. Thousands of head. Millions of litres. 'Millions of dozens.
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Table 5
G ro w th  ra tes
1975 1980 1983 1984 1985° ---------------------------------------------------------
1982 1983 1984 1985°
In d ic a to r s  o f  
fish e ry  p r o d u c t io n
(1975  =  100) 100.00 57.80 33 .00 32.30 36.10 -20 .0 -15.2 -2.1 11.9
C a tc h 6
F ish
S hellfish
10.02 7.41 10.82 10.45 10.45 25.3 -3.4
S h rim p s 3.42 2.64 0.91 0.95 1.18 -27.2 -43.6 5.0 23 .8
L o b ste rs 0.84 0.74 0.45 0.41 0.45 -18.0 12.5 -10.0 11.1
E x p o r ts
S h r im p s , lo b ste rs , 
fish  an d  o th e r s 6.68 3.43 1.27 1.03 1.32 -17.6 -32.7 19.1 6.0
Source: ECLAC, on the basis of figures provided by the Ministry of Planning and the Budget. 
"Preliminary figures. Tons.
in  t h e  p r o d u c t io n  o f  b e a n s  a n d  r ic e  r e s u l t e d  f ro m  th e  g r o w in g  u s e  o f  i r r i g a t e d  a r e a s ,  w h i le  in  t h e  c a se  
o f  s o r g h u m ,  t h e  d o m i n a n t  f a c to r  w a s  t h e  e x p a n s io n  o f  t h e  a r e a  c u l t iv a te d ,  s o m e t im e s  t h r o u g h  th e  u s e  
o f  la n d  n o r m a l ly  d e s t in e d  f o r  c o t to n .
I n  t h e  l iv e s to c k  s e c to r  h e a v y  s la u g h te r in g  o f  c a t t le  c o n t in u e d ,  p u t t i n g  th e  s ta b il i ty  o f  t h e  h e r d  a t 
r isk . P r e s s u r e  o n  s u p p l ie s  w a s  a  d e c is iv e  f a c to r  in  d e c r e e in g  p r ic e  in c r e a s e s ,  p a r t i c u la r ly  in  t h e  c a s e  o f  
m i lk ,  w h ic h  le d  to  a  m a r k e d  p r e f e r e n c e  f o r  th i s  p r o d u c t  o n  f a r m s  d e v o te d  to  b o th  c a t t le  a n d  d a iry  
p r o d u c t i o n ,  to  t h e  d e t r i m e n t  o f  t h e  s u c k l in g  a n d  r a i s in g  o f  c a lv e s . I n  t h e s e  c i r c u m s ta n c e s ,  t h e  
s l a u g h te r in g  o f  b e e f  c a t t l e  r e m a in e d  h ig h  fo r  t h e  t h i r d  y e a r  r u n n i n g ,  a n d  m i lk  p r o d u c t io n  in c r e a s e d  b y  
2%. M e a n w h i l e ,  p o r k  a n d  p o u l t r y  p r o d u c t io n  lo s t  t h e  d y n a m is m  a c h ie v e d  in  p r e v io u s  y e a r s  ( s e e  ta b le
B e c a u s e  o f  t h e  l o c a t io n  o f  t h e  t i m b e r l a n d s ,  f o re s t ry  c o n t in u e d  to  b e  o n e  o f  t h e  a c t iv i t ie s  m o s t  
a f fe c te d  b y  t h e  m i l i ta r y  c o n f r o n ta t i o n ,  r e m a i n i n g  a t  th e  lo w  le v e ls  r e c o r d e d  in  t h e  p r e c e d in g  y e a r s .
i i)  Fishing. P r e l im i n a r y  f ig u re s  s h o w  t h a t  f i s h in g  g r e w  a p p r e c ia b ly  o w in g  to  a n  in c r e a s e  in  t h e  
c a tc h  o f  s h r i m p s  a n d  lo b s t e r s ,  t h e  f is h  c a tc h  r e m a in in g  s ta g n a n t .  E f f o r t s  b y  th e  N i c a r a g u a n  F is h e r y  
I n s t i t u t e  (1NPESCA) to  d e r iv e  g r e a t e r  b e n e f i t  f ro m  th e  g r e a t  p o t e n t i a l  o f  t h e  c o u n t r y 's  c o a s ts  m e t  w i th  
s o m e  s u c c e s s , a l t h o u g h  e c o n o m ic  a n d  o t h e r  c o n d i t i o n s  m a d e  i t  d if f ic u lt  to  m a i n t a i n  t h e  f le e t  a n d  
a c tu a lly  to  e n g a g e  in  f i s h in g  a s  su c h . A ll in  a ll , t h e  f is h e ry  o u t p u t  m e a s u re d  in  c o n s t a n t  p r ic e s  is  n o w  
t h e  e q u iv a l e n t  o f  a r o u n d  o n e  t h i r d  o f  w h a t  i t  w a s  in  1975  a n d  is  c o n s id e ra b ly  lo w e r  t h a n  t h a t  r e c o r d e d  
in  1 9 8 0  ( s e e  ta b le  5 ).
i i i )  Mining. M i n in g  p r o d u c t io n  fe ll  f o r  t h e  s e c o n d  y e a r  r u n n i n g  b y  a r o u n d  2 5 % .  T h u s ,  i t s  le v e l  
w a s  le s s  t h a n  h a l f  t h a t  a t t a in e d  in  1 9 8 0 , w i th  t h e  r e s u l t  t h a t  t h e  s e c to r 's  s h a r e  in  t h e  g r o s s  d o m e s t ic  
p r o d u c t  a ls o  d im in i s h e d .  T h e  e x t r a c t io n  o f  g o ld  a n d  s i lv e r  c o n t in u e d  to  f a l l  f a s te r  t h a n  m in in g  a s  a  
w h o le ,  o w in g  to  t h e  d e p le t i o n  o f  s o m e  m in e s ,  d if f ic u lt ie s  in  r e p la c in g  o b s o le te  e q u i p m e n t  a n d  
k e e p i n g  m a c h in e r y  f u n c t io n in g  a d e q u a te ly  a n d  t h e  e f fe c ts  o f  t h e  a r m e d  c o n f l ic t  in  z o n e s  w h e r e  
p r o d u c t i o n  c e n t r e s  a re  lo c a te d  ( s e e  t a b le  6 ) .
¡v) Manufacturing. T h e  g r o s s  v a lu e  o f  t h e  m a n u f a c tu r in g  in d u s try  d e c l in e d  b y  6%, v i r tu a l ly  
r e t u r n i n g  to  t h e  le v e ls  o f  19 8 2  ( s e e  ta b le  7 ) .
V a r io u s  f a c to r s  c o n t r ib u te d  to  t h e  d e p r e s s io n  o f  t h e  s e c to r ,  w h ic h  in  t h e  p r e v io u s  tw o  y e a r s  h a d  
g r o w n  a t  a n  a v e r a g e  a n n u a l  r a t e  o f  3 %• O u t s t a n d in g  a m o n g  th e s e  f a c to r s  w e r e  t h e  g e n e r a l  sc a rc ity  o f  
f o r e ig n  e x c h a n g e ,  w h ic h  m a d e  i t  d if f ic u lt  to  o b ta in  im p o r t e d  r a w  m a te r i a l s ;  m i l i ta ry  e n l i s t m e n t  a n d  
t h e  m o v e m e n t  o f  w o r k e r s  i n to  t h e  in f o r m a l  s e c to r ,  w h ic h  d e p r iv e d  e n t e r p r i s e s  o f  s k i l le d  l a b o u r e r s ;  
t h e  g r o w in g  d i s t o r t i o n  o f  t h e  p r i c e  a n d  w a g e  s t r u c tu r e  a n d  t h e  e c o n o m ic  b lo c k a d e  im p o s e d  b y  th e  
U n i t e d  S ta te s ,  w h ic h  c r e a te d  s e r io u s  p r o b le m s  fo r  a n  a c tiv ity  h e a v i ly  d e p e n d e n t  o n  i n p u t s  a n d  c a p i ta l  
g o o d s  f ro m  t h a t  c o u n t r y 's  m a r k e t s .
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T h e  m o s t  im p o r t a n t  b r a n c h e s  o f  m a n u f a c tu r in g  c o n t r a c te d .  T h e  p r o d u c t io n  o f  fo o d s tu f fs , 
b e v e r a g e s  a n d  to b a c c o ,  w h ic h  r e p r e s e n t s  52  %  o f  th e  s e c to r 's  to ta l  o u tp u t ,  d e c lin e d  b y  6 % .6 T h e  w o o d  
a n d  f u r n i tu r e  in d u s t r y  d e c l in e d  th e  m o s t  ( - 2 8 % ) ,  m a in ly  b e c a u s e  o f  d if f ic u lt ie s  e n c o u n te r e d  by  
s a w m ills  lo c a te d  in  c o m b a t  a re a s . C h e m ic a l  p r o d u c t s ,  w h ic h  h a d  r e c o v e re d  in  th e  tw o  p re c e d in g  
y e a r s ,  fell a g a in ,  p r im a r i ly  b e c a u s e  o f  d if f ic u lt ie s  in  o b ta in in g  in p u ts .
B r a n c h e s  w h ic h  a c c o u n t  fo r  a  h ig h  s h a re  o f  e m p lo y m e n t  ( t e x t i l e s  a n d  c lo th in g ;  f o o tw e a r  an d  
l e a th e r )  a lso  c o n t in u e d  to  d e c l in e  o w in g  to  p e r s i s t e n t  r e s t r a in t s  o n  th e i r  ra w  m a te r ia l  su p p l ie s .
T ab le  6
N IC A R A G U A : I N D IC A T O R S  O F  M I N I N G  P R O D U C T I O N
G ro w th  ra tes
1975 1980 1983 1984 1985°
1982 1983 1984 1985"
In d e x e s  o f  m in in g  
p r o d u c t io n  (1970  =  100) 63 .3 56.4 48 .3 37 .2 6 27.9* -7.1 -9 .3 -2 2 .9 6 -25.1*
P r o d u c t io n  o f  so m e 
m a jo r m in e ra ls  
( th o u sa n d s  o f  T roy  o unces) 
G o ld 69 60 47 33 24 -12.4 -13.1 -29.8 -27.3
S ilver 142 164 58 48 25 -40.2 -31.8 -17.2 -47.9
Source: ECLAC, on the basis of figures provided by the Ministry of Planning and the Budget. 
"Preliminary figures. Estimated on the basis of the variation in aggregate value.
T ab le  7
N IC A R A G U A : I N D IC A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
G ro w th  ra tes
1981 1982 1983 1984 1985"
1982 1983 1984 1985"
In d e x  o f  m a n u fa c tu r in g  
p r o d u c t io n  (1980  =  100) 103.0 103.1 108.9 109.6 103.3 0.1 5.6 0.7 -5 .8
F ood , b ev erag es and 
tobacco 100.1 106.0 108.1 113.0 106.6 5.8 2.0 4.5 -5.7
T ex tiles  and c lo th in g 112.1 104.8 125.1 122.4 111.6 -6.5 19.4 -2.1 -8.8
F o o tw e a r  and  le a th e r 104.1 94.3 86.3 73.7 68.7 -9.4 -8.5 -15.1 -6.2
W ood  and fu rn itu re 104.1 84.7 89.2 90.8 65.7 -13.8 -0.5 1.8 -27.6
C h em ica ls  and ru b b er 104.8 94.7 118.3 121.9 103.7 -9.6 24 .9 3.1 -14.9
P e tro le u m  p ro d u c ts 101.2 98.0 88.8 74.6 79.3 -3.1 -9.4 -16.0 6.3
N o n -m e ta ll ic  m in e ra ls 94.4 89.4 124.4 131.9 1191 -5.4 39.2 6.0 -9.7
M etal p ro d u c ts 99.7 110.4 133.5 130.0 137.0 10.7 21.0 -2.7 5.4
M ach in ery  and t r a n s p o r t  
e q u ip m e n t 130.7 100.9 131.3 115.6 121.1 -22.8 30.1 -11.9 4.7
M isce llan eo u s 123.9 112.2 106.8 103.1 104.0 -9.4 -4.8 -3.5 0.8
O th e r  in d ic a to r s  o f  
m a n u fa c tu r in g  p r o d u c t io n  
E lec tric ity  c o n su m p tio n  
by in d u stry 258 285 275 311 322 10.5 -3.5 13.1 3.5
E m p lo y m e n t0 86 90 90 87 4.7 -3.3
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Millions of kWh. c Thousands of persons.
6W ithin this branch, foxxlstuffs fell by 9 X , while beverage and 
(each increasing by $.y/().
tobacco maintained the rising trend initiated in 1983
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Table 8
G ro w th  ra te s
1975 1980 1983 1984 1985° ----------------------------------------------------------
1982 1983 1984 1985"
A re a  c o n s tru c te d  
( th o u sa n d s  o f  m 2)
T o ta l 270 20 47 76 165 -21.1 9.3 61.7 117.1
H o u s in g 171 11 17 52 66 -14.4 -68.5 205.9 26.9
P r o d u c t io n  o f  se lec ted  
b u i ld in g  m a te r ia ls  
S tru c tu ra l steel 
( th o u sa n d s  o f  to n s) 20 .8 32.5 31.0 25.1 20.1 24.4 -4.8 -19.0
C e m e n t ( th o u sa n d s  o f  to n s) 172 2 6 5 263 245 -0.3 44.8 -0.8 -6.8
P a v in g  s to n e s  fo r h ig h w ay s 
(m illio n s  o f  u n its ) 4 .0 8.1 7.9 7.1 58.7 44.2 -3.5 -9.2
Source: liCI.AC, on the basis of figures supplied by the Ministry of Planning and the Rudget and by the Central Bank of Nicaragua. 
"Preliminary figures. Corresponds to permits granted in the city of Managua.
In  c o n t r a s t ,  t h e r e  w a s  a  n o t a b l e  re c o v e ry  in  t h e  o u tp u t  o f  p e t r o l e u m  p r o d u c t s ,  s t im u la te d  b y  a  
r e la t iv e ly  d e p e n d a b le  s u p p ly  o f  in p u t s .
E le c tr ic i ty  c o n s u m p t io n  b y  in d u s try  in c r e a s e d  f o r  t h e  s e c o n d  y e a r  in  a  r o w , w h i le  e m p lo y m e n t  
in  t h i s  s e c to r  w e n t  d o w n  b y  o v e r  3 %  ( s e e  ta b le  7 ) .
v )  Construction. T h e  a g g r e g a te  v a lu e  o f  c o n s t r u c t io n  g r e w  b y  9 % ,  m a i n t a i n i n g  t h e  f a v o u ra b le  
t r e n d  o b s e rv e d  a f te r  t h e  a b r u p t  fa ll  in  1982. M u c h  o f  th i s  in c r e a s e  w a s  d u e  to  n e e d s  o r ig in a t in g  
d ir e c t ly  o r  in d i re c t ly  f ro m  t h e  w a r  ( s e e  ta b le  8 ).
v i)  Electricity. G r o s s  g e n e r a t i o n  o f  e le c t r ic  e n e r g y  w e n t  u p  b y  5 % ,  t h o u g h  s t i l l  n o t  r e g a in in g  
t h e  le v e l  o f  1 9 8 1 . G e o t h e r m a l  e n e r g y  d is p la y e d  th e  m o s t  d y n a m ic  g r o w th  ( a lm o s t  9 % ) ,  t h u s  
i n c r e a s in g  i ts  s h a r e  in  t h e  to t a l  a m o u n t  o f  e n e r g y  p ro d u c e d .  H y d r o e le c t r ic i ty  e x p a n d e d  b y  c lo s e  o n  
7 % ,  b u t  t h e  a m o u n t  p r o d u c e d  d id  n o t  a m o u n t  to  h a l f  t h a t  g e n e r a te d  in  198 1 . T h e  in su ff ic ie n c y  o f  t h e  
d o m e s t ic  su p p ly  w a s  c o v e r e d  o n c e  a g a in  b y  im p o r t s  o f  e le c tr ic i ty  t h r o u g h  t h e  C e n t r a l  A m e r ic a n  
e le c t r ic a l  g r id  ( s e e  ta b le  9 ) .
v i i )  The other sectors. T h e  t r a n s p o r t ,  s to r a g e  a n d  c o m m u n ic a t io n s  s e c to r  s u f fe re d  a  s e v e re  fa ll 
( - 1 2 .5 % ) ,  la rg e ly  o w in g  to  t h e  c o n t r a c t io n  in  t h e  p r o d u c t io n  o f  g o o d s  a n d  to  t h e  p e r f o r m a n c e  o f  
f o r e ig n  t r a d e .  A s  f o r  t h e  c o m m e r c ia l  a n d  f in a n c ia l  s e c to r ,  i t  w a s  a ffe c te d  b y  th e  in c e s s a n t  p r o l i f e r a ­
t i o n  o f  in f o r m a l  a c t iv i t ie s  a n d  t h e  d e t e r i o r a t i o n  o f  f in a n c ia l  i n te r m e d ia t io n .
I n  c o n t r a s t ,  g o v e r n m e n t  s e rv ic e s  g r e w  b y  1% . D e s p i t e  t h e  p o lic y  o f  c u r t a i l in g  g o v e r n m e n t  
s p e n d in g ,  t h i s  s l ig h t  in c r e a s e  w a s  n e c e s s a ry  in  o r d e r  to  m e e t  d e f e n c e  n e e d s .
c )  Employment and unemployment
E m p l o y m e n t  is  d if f ic u lt  to  e v a lu a te  q u a n t i t a t iv e ly  s in c e  it  is  a f fe c te d  b y  t h e  c i r c u m s ta n c e s  
s u r r o u n d in g  th e  N ic a r a g u a n  e c o n o m y . I n  f a c t, t h e  o ff ic ia l f ig u re s  s h o w  a  r i s i n g  t r e n d  in  t h e  n u m b e r  
o f  u n e m p lo y e d  a n d  t h e i r  s h a r e  in  t h e  la b o u r  f o rc e  ( s e e  ta b le  10), w h e r e a s  t h e r e  i s  a  s e r io u s  s h o r ta g e  
o f  m a n p o w e r  f o r  t h e  p e r f o r m a n c e  o f  c e r t a in  p r o d u c t iv e  a c tiv it ie s .
M i l i ta r y  r e c r u i t m e n t  h a s  a b s o rb e d  a  l a r g e  n u m b e r  o f  y o u n g  m e n ,  e s p e c ia l ly  p e a s a n t s ,  w h o  h a v e  
a b a n d o n e d  p r o d u c t iv e  a c t iv i t ie s ,  m a k in g  i t  n e c e s s a ry  to  m o b i l i z e  c iv il  s e r v a n t s  a n d  s tu d e n ts  to  
h a r v e s t  e x p o r t  c r o p s ,  t h e  r e s u l t  b e in g  a  lo s s  o f  p r o d u c t iv i ty .  M o r e o v e r ,  p o p u la t i o n  s h if ts  s e p a r a te  
l a b o u r e r s  f ro m  t h e i r  u s u a l  w o r k ,  a n d  i t  is  o f te n  d if f ic u lt  to  in c o r p o r a t e  t h e m  in to  t h e  a c t iv i t ie s  c a r r ie d  
o u t  in  t h e i r  n e w  lo c a t io n . A g a in ,  t h e  p o s s ib i l i ty  o f  s p e c u la t iv e  g a in s  in  in f o rm a l  t r a d e  in d u c e s  
w o r k e r s  in  in d u s t r y  a n d  t h e  s e rv ic e s  to  le a v e  t h e i r  t r a d i t i o n a l  o c c u p a t io n s .
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Table 9
NICARAGUA: INDICATOR OF THE ELECTRICITY SECTOR
G ro w th  ra te s
1975 1981 1982 1983 1984 1985° --------------------------------------------------
1982 1983 1984 1985°
G ro s s  g e n e ra t io n  o f
e le c tr ic  p o w e r 821 1 O il 970 853 895 940 -4 .1 -12 .0 4.9 5.0
H id ro e le c tr ic 335 485 412 239 226 241 -15.1 -42.1 -5.4 6.6
T h e rm a l 466 513 544 537 387 393 5.9 -1.2 -27.9 1.6
G e o th e rm a l - - - 67 271 295 - 304.4 8.9
D iese l a n d  gas - 13 14 11 11 11 14.2 -26.2 0.9 -
P u rc h a s e s  o f  e le c tr ic
p o w e r* 1 1 1 3 3 0 2 6 5 198 204.5 -19.7 -2 5 .3
C o n s u m p t io n  o f  fuel o il
as a n  in p u t  o f  th e  s e c to r ’ 9 7 2 1 0 4 5  1 0 2 0 8 0 0 793 7 .5 - 2 .4 - 2 1 .6 -0 .1
C o n s u m p t io n  o f
e le c tr ic  p o w e r 681'' 835 881 971 988 5.5 10.2 1.8
R e s id e n tia l 132 2 4 0 251 271 285 4.7 7.9 5.2
C o m m e rc ia l 61 67 68 73 71 1.5 7.2 -2.8
In d u s tr ia l 258 285 275 311 322 -3.6 13.1 3.5
G o v e rn m e n t 28 94 110 120 115 16.3 9.2 -4.2
P ub lic  l ig h tin g 14 25 24 26 24 -1.2 6.5 -7.7
I rr ig a t io n 41 68 92 108 105 35.3 16.3 -2.8
P u m p in g 30 56 60 62 66 7.7 4.2 6.5
Source: ECLAC, on the basis of figures supplied by the Ministry of Planning and the Budget.
"Preliminary figures. Thousands of MWh. ’Thousands of barrels. ’includes 117 OQOMWh distributed by intermediaries
with no indication of destination.
T a b le  10
N I C A R A G U A : E V O L U T IO N  O F  E M P L O Y M E N T  A N D  U N E M P L O Y M E N T
1980 1981 1982 1983 1984 1985°
T h o u s a n d s  o f  p e rso n s
L a b o u r  fo rce 872 904 939 973 1 010 1 047
A g r ic u ltu re 3 8 0 386 392 399 406 414
O th e r  ac tiv ities 492 518 544 574 604 633
E m p lo y e d 677 732 752 789 797 814
A g r ic u ltu re 275 296 281 302 304 334
O th e r  ac tiv ities 402 436 471 487 493 480
U n e m p lo y e d 195 172 187 184 213 233
A g r ic u ltu re 105 90 111 97 102 80
O th e r  ac tiv ities 90 82 76 87 111 153
In d e x e s
L a b o u r  fo rce 100.0 103.7 107.7 111.6 115.8 120.1
E m p lo y e d 100.0 108.1 111.1 116.5 117.7 120.2
U n e m p lo y e d 100.0 88.2 95.9 94.4 109.2 119.5
R a te s
U n e m p lo y e d 22 .4 19.0 19.9 18.9 21.1 22 .3
A g r ic u ltu re 27.6 23.3 28.3 24.3 25.1 19.3
O th e r  ac tiv ities 18.3 15.8 14.0 15.2 18.4 24.2




N IC A R A G U A : M A IN  I N D IC A T O R S  O F  F O R E IG N  T R A D E  I N  G O O D S
Table 11
1980 1981 1982 1983 1984 1985"
G ro w th  ra tes
E x p o rts  o f  goo d s FO B
V alue -26.9 12.8 -20.1 5.5 -10.1 -23.9
V o lu m e -42.4 19.5 -14.3 14.6 -16.1 -19.0
U n it  value 27.1 -5.6 -6.8 -8.0 7.2 -6.0
Im p o rts  o f  goods FO B
V alu e 106.5 14.9 -21.6 7.6 -2.2 0.3
V o lu m e 50.2 10.4 -20.3 13.2 5.0 -1.7
U n it  value 37.5 4.1 -1.6 -5.0 -6.9 2.0
T erm s o f  tra d e  F O B /C IF -6.9 -9.6 -5.7 -3.5 13.7 -7.9
P u rc h a s in g  p o w er o f  ex p o rts 100.0
In d e x e s  (1980^=  
108.1
100)
87.3 96.6 92.2 68.8
V o lu m e o f  ex p o rts 100.0 119.5 102.4 117.4 98.5 79.7
T e rm s o f  tra d e  F O B /C IF 100.0 90.4 85.3 82.3 93.6 86.3
Source: HCLAC, on the basis of official figures. 
"Preliminary figures.
3 . T h e  e x t e r n a l  s e c to r
I n  1985 th e  d i s e q u i l ib r iu m  w h ic h  h a d  b e e n  d e v e lo p in g  in  t h e  e x t e r n a l  s e c to r  in  t h e  im m e d ia te  p a s t  
b e c a m e  m o r e  in te n s e .  T h e  b a la n c e - o f - t r a d e  a n d  c u r r e n t  a c c o u n t  d e f ic i ts  in c r e a s e d .  A t  t h e  s a m e  t im e  
th e  t e r m s  o f  t r a d e  in  g o o d s  d e c l in e d  b y  8 % , w h ic h  la rg e ly  n e u t r a l i z e d  t h e  i m p r o v e m e n t  o f  th e  
p r e v io u s  y e a r  ( s e e  ta b le  11).
N e g o t i a t i o n  o f  t h e  e x t e r n a l  d e b t  c o n t in u e d  to  fo u n d e r ,  w h i le  s e rv ic in g  a r r e a r s  w e n t  o n  r i s in g .  
I n  m a n y  c a s e s  n e w  c r e d i t s  d id  n o t  r e p r e s e n t  a n  in f lo w  o f  f o r e ig n  e x c h a n g e ,  b e in g  u s e d  in s te a d  to  
f in a n c e  t h e  p u r c h a s e  o f  g o o d s  in  t h e  l e n d in g  c o u n try .
A l th o u g h  t h e  a d ju s tm e n t  p o lic y  p r o v id e d  f o r  m o d if ic a t io n s  in  t h e  e x c h a n g e  r a t e s ,  t h e  c ó r d o b a  
r e m a in e d  o v e r v a lu e d ,  w h ic h  c o u ld  n o t  fa il to  h a v e  r e p e r c u s s io n s  o n  t h e  p e r f o r m a n c e  o f  t h e  e x te r n a l  
s e c to r .
a )  Merchandise trade
T h e  v a lu e  o f  m e r c h a n d i s e  e x p o r t s  fe ll  b y  2 4 %  a n d  b a re ly  e x c e e d e d  U S $ 2 9 0  m i l l io n ,  r e p r e s e n t ­
in g  le s s  t h a n  h a l f  t h e  a m o u n t  o b t a in e d  in  197 9 . S in c e  p r ic e s  d r o p p e d  b y  6 % ,  t h e  d e c l in e  in  t h e  v o lu m e  
e x p o r t e d  a m o u n te d  to  1 9 % . T h e  v a lu e  o f  i m p o r t s  r e m a in e d  p r a c t ic a l ly  u n c h a n g e d ,  s in c e  t h e  s l ig h t  
fa ll in  v o lu m e  w a s  o f fs e t  b y  a n  e q u a lly  s m a ll  r i s e  in  u n i t  v a lu e .  T h u s  t h e  t e r m s  o f  t r a d e  d e t e r io r a t e d  b y  
8 %  a n d  t h e  p u r c h a s in g  p o w e r  o f  e x p o r t s  c o n t in u e d  to  d e c l in e  ( s e e  ta b le  11).
T h e  p o lic y  o f  t h e  g o v e r n m e n t  to  d iv e rs ify  i t s  f o r e ig n  t r a d e  w a s  s t im u la te d  b y  t h e  c lo s in g  o f  t h e  
N o r t h  A m e r i c a n  m a r k e t  in  M a y . T h e  m e a s u r e s  p r e v io u s ly  a d o p te d  b y  t h e  U n i t e d  S ta te s  g o v e r n m e n t  
— c o m p r i s in g  a  d r a s t ic  r e d u c t io n  in  t h e  N ic a r a g u a n  s u g a r  i m p o r t  q u o ta  a n d  o b s ta c le s  to  th e  
c o n c e s s io n  o f  c r e d i t  b y  i n t e r n a t io n a l  a g e n c ie s —  w e r e  fo l lo w e d  in  1985  b y  th e  a b s o lu te  p r o h i b i t i o n  o f  
t r a d e  b e tw e e n  t h e  tw o  c o u n t r i e s .  T h is  c o m p e l le d  t h e  M in i s t r y  o f  F o r e ig n  T r a d e  to  d iv e r t  s o m e  
e x p o r t s  to  n e w  m a r k e t s ;  in  t h e  c a s e  o f  b a n a n a s  i t  a t t e m p te d  to  p la c e  th e m  in  E u r o p e  th r o u g h  i t s  o w n  
m a r k e t i n g  c h a n n e l s .7 S u g a r  w a s  so ld  to  A r a b  a n d  s o c ia l is t  c o u n t r i e s ,  f a v o u ra b le  t e r m s  b e in g  n e g o ­
t i a te d  in  s o m e  c a se s .
D u r i n g  1 9 8 5 , n o t a b l e  c h a n g e  o c c u r r e d  in  t h e  o r ig in  a n d  d e s t in a t io n  o f  N ic a r a g u a 's  e x te r n a l  
t r a d e  ( s e e  ta b le  12). I t  is  e s t im a te d  t h a t  t h e  s h a r e  o f  t h e  s o c ia l is t  c o u n t r i e s ,  w h ic h  w a s  1%  in  1 9 8 0  a n d  
2 0 %  in  1 9 8 4 , m a y  h a v e  r e a c h e d  o n e  th i r d  o f  t h e  to ta l .  T h e  s h a re s  o f  W e s te r n  E u r o p e  a n d j a p a n  w e r e
’To this end vessels were chartered and a  Nicaraguan company was set up in Belgium to assemble freight.
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s im i la r  to  t h o s e  t h e  p r e v io u s  y e a r  ( 2 6 %  a n d  1 0 % , r e s p e c t iv e ly )  w h i le  t h a t  o f  t h e  U n i t e d  S ta te s  
c o n t r a c t e d  e n o r m o u s ly .  M o r e o v e r ,  t r a d e  w i th  L a t in  A m e r ic a  fe ll to  o n ly  9 % ,  la rg e ly  b e c a u s e  o f  t h e  
d e c l in e  in  t r a d e  w i th  C e n t r a l  A m e r ic a .
I n  f a c t, s a le s  to  t h e  n e ig h b o u r i n g  c o u n t r i e s  fe ll  b y  4 1 % ,  a m o u n t i n g  to  l i t t l e  m o r e  t h a n  U S $ 2 2  
m i l l io n  ( s e e  t a b l e  13). A l th o u g h  t h e  r a t e  o f  g r o w th  o f  s o m e  o f  t h e  C e n t r a l  A m e r ic a n  e c o n o m ie s  w a s  
p o s i t i v e ,  t h e  l i m i t a t i o n s  o f  t h e  N ic a r a g u a n  su p p ly  p r e v e n t e d  t h a t  g r o w th  f ro m  h a v in g  fa v o u ra b le  
e f fe c ts  o n  N ic a r a g u a n  s a le s  to  t h e  C e n tr a l  A m e r ic a n  C o m m o n  M a rk e t .  T h e  d e c l in e  in  c h e m ic a l s  w a s  
o f  p a r t i c u l a r  s ig n i f ic a n c e  in  t h e  d r o p  in  c o m m o d i t i e s  a v a i la b le  f o r  e x p o r t  to  t h e  s u b r e g io n .  I m p o r t s  o f  
C e n t r a l  A m e r ic a n  p r o d u c t s  a ls o  su f fe re d  a  m a r k e d  d e c l in e .  P e r s i s t e n t  p r o b le m s  o v e r  p a y m e n t  o f  
o u t s t a n d i n g  a c c o u n ts  in d u c e d  o t h e r  c o u n t r i e s  to  r e q u i r e  N ic a r a g u a  to  t r a d e  in  d o l la r s  o r  o n  a  " o n e  to  
o n e "  b a s i s ,8 w h ic h  to  a ll  i n t e r e s t s  a n d  p u r p o s e s  le f t  t h e  c o u n t r y  o u t s id e  t h e  C e n tr a l  A m e r ic a n  C le a r in g  
H o u s e .  G iv e n  th e  la c k  o f  f o r e ig n  e x c h a n g e  a n d  t h e  d e c l in in g  su p p ly  in  N ic a r a g u a ,  t h i s  c o u ld  n o t  fa il to  
h a v e  t h e  e f fe c t  d e s c r ib e d  a b o v e .
T a b le  12
N I C A R A G U A : E X P O R T S  A N D  IM P O R T S  O F  G O O D S  B Y  C O U N T R Y
M ill ons o f  doll irs  P e rc e n ta g e  b reak d o w n
1977 1982 1983 1984 1985a 1977 1980 1984 1985a
E x p o r ts  F O B 637 406 429 386 292 100.0 100.0 100.0 100.0
C A C M * 134 52 33 37 22 21.0 16.7 9.6 7.5
A L A D 1 ' 17 15 9 7 - 2.6 0.1 1.8 -
A rg e n tin a - - - 1 - - -
B raz il - - - - - - -
M ex ico 8 14 9 7 1.2 - 1.8
V en ez u e la 9 - - - 1.4 - -
O th e rs - - - - - - -
E E C ' 181 95 i l l 113 118 28.4 28.8 29.3 40.4
U n ite d  S ta tes 145 90 75 47 20 22.7 36.0 12.2 6.8
Ja p a n 70 45 66 95 11.0 2.8 24.6
C an ad a 3 18 6 12 0.4 6.3 3.1
C M E A ' 6 30 55 24 11 1.0 1.9 6.2 3.8
O th e rs 82 61 74 51 12.9 7.4 13.2
I m p o r t s  C IF 762 776 819 826 832 100.0 100.0 100.0 100.0
C A C M 164 117 124 74 47 21.6 33.9 9.0 5.6
A L A D 1 113 212 189 147 14.7 20.3 17.8
A rg e n tin a 1 3 5 0.1 0.4
B razil 5 8 13 0.7 0.5
M ex ico 15 155 160 2.0 2.2
V en ez u e la 87 40 5 11.4 16.8
O th e rs 4 5 6 0.6 0.3
EEC 96 109 78 103 12.6 7.9 12.5
U n ite d  S ta tes 220 147 157 133 28.8 27.5 16.1
Ja p a n 77 19 19 10.1 3.3
C an ad a 6 13 20 0.7 1.2
C M E A 2 89 134 213 0.3 0.2 25.8
O th e rs 85 71 98 11.2 5.6
Source: UCLAC, on the basis of figures supplied by the Min istry of Foreign Trade.
"Preliminary figures. Central American Common Market. 'Latin American Integration Association. buropean
liconomic Community. 'Council for Mutual lia > no m it Assistance.
BExports to Ni'carag u a  were authorized on the basis of the am ount of im ports comiing from  that country, w ithout there




NICARAGUA: FOREIGN TRADE WITH CENTRAL AMERICAN COUNTRIES
M illions o f  dollars Percentage breakdow n
1977 1980 1984 1985° 1977 1980 1985
E x p o r ts  F O B 134 75 38 22 100.0 100.0 100.0
C osta  R ica 48 37 15 8 36.1 48 .6 37.6
E l Salvador 34 10 3 3 25.1 13.2 9.9
G u a tem a la 35 16 16 10 25.9 21.6 43.9
H o n d u ra s 18 13 4 2 12.9 16.6 8.6
I m p o r ts  C IF 165 301 73 47 100.0 100.0 100.0
C osta  R ica 58 117 19 13 35.5 38.9 2 7 .8
E l Salvador 38 51 12 4 23.3 16.8 9.2
G u a tem a la 52 103 28 18 31.8 34.2 37.7
H o n d u ra s 16 30 14 12 9.4 10.1 25.3
B a lan ce  o f  tr a d e  in  g o o d s -31 -225 -35 -25 100.0 100.0 100.0
C osta  R ica -10 -80 -4 -5 33.3 35.4 19.1
E l Salvador -5 -41 -8 -2 13.3 18.1 8.5
G u a tem a la -18 -87 -12 -8 56.7 38.5 32.1
H o n d u ra s -2 -18 -11 -10 -3.3 8.0 40.3
Source: ECLAC, on the basis of figures supplied by the Ministry of Foreign Trade of Nicaragua. 
"Estimates calculated by ECLAC.
T h e  d e t e r i o r a t i o n  w o u ld  h a v e  b e e n  e v e n  g r e a t e r  b u t  f o r  p r o c e d u r e s  su c h  a s  b a r t e r  a n d  
" b u h o n e r o "  t r a d e .  T h e  f o r m e r ,  u s e d  m a in ly  w i th  G u a te m a la ,  w a s  s t im u la t e d  b y  th e  M in i s t r y  o f  
F o r e ig n  T r a d e ;  t h e  l a t t e r ,  w h ic h  i s  a n  in f o r m a l  t r a d e  p r a c t i c e ,  r e f e r s  to  t r a n s a c t i o n s  ( in d iv id u a l ly  
s m a ll  in  a m o u n t )  w h e r e b y  h a n d ic r a f t s  a n d  s m a ll  m a n u f a c tu r e s  w e r e  s h ip p e d  to  o t h e r  c o u n t r i e s  in  
e x c h a n g e  f o r  g o o d s  in  s h o r t  s u p p ly  o n  t h e  d o m e s t ic  m a r k e t .
T h e  m a in  e x p o r t s  in c lu d e  c o f fe e , w h ic h  r e c o v e r e d  i ts  p o s i t i o n  a s  t h e  e x p o r t  i t e m  p r o d u c in g  th e  
m o s t  f o r e ig n  e x c h a n g e ,  d e s p i te  t h e  fa c t  t h a t  i t  r e m a in e d  a t  t h e  s a m e  le v e l  a s  in  1 9 8 4 , w h e n  i t s  v a lu e  
h a d  d e c l in e d  b y  2 0 %  ( s e e  t a b le  14). P e r s i s t e n t  h a r v e s t i n g  p r o b le m s  m e a n t  t h a t  t h e  y ie ld  r e c o v e r e d  
o n ly  s l ig h t ly ,  a n d  th i s  w a s  to  s o m e  e x t e n t  n e u t r a l i z e d  b y  th e  fa ll  in  p r ic e s .
T h e  a m o u n t  o f  f o r e ig n  e x c h a n g e  p r o d u c e d  b y  c o t t o n  fe ll  b y  3 2 %  o w in g  to  t h e  p r o n o u n c e d  fa ll 
b o th  in  v o lu m e  e x p o r t e d  ( - 1 9 % )  a n d  in  p r ic e s  ( - 1 6 % ) .  P o o r  c o n d i t io n s  o n  th e  i n t e r n a t io n a l  c o t to n  
m a r k e t  le d  to  a  c o n t r a c t io n  in  t h e  a r e a  s o w n , a n d  d if f ic u lt ie s  in  i m p o r t i n g  re d u c e d  p r o d u c t iv i ty ,  t h e  
tw o  f a c to r s  c o m b in in g  to  c r e a te  a  s u b s ta n t i a l  d e c r e a s e  in  o u tp u t .
S u g a r ,  w h ic h  w a s  t h e  t h i r d  e x p o r t  i t e m  in  im p o r t a n c e ,  su f fe re d  a n  o u t - a n d - o u t  c o l l a p s e ,  i ts  
e x p o r t s  o f  U S $ 2 1  m i l l io n  in  1 9 8 4  b e in g  r e d u c e d  to  U S $ 7 .5  m i l l io n  in  1 985 . T h is  f ig u re  r e p r e s e n t e d  
b a re ly  15 %  o f  t h e  v a lu e  o f  N i c a r a g u a n  s u g a r  s a le s  o n  t h e  i n t e r n a t io n a l  m a r k e t  in  1 9 8 1 . T h e  lo s s  o f  th e  
q u o ta  in  t h e  U n i t e d  S ta te s  m a r k e t ,  a d d e d  to  t h e  d e c l in e  in  p r ic e s  o n  t h e  i n t e r n a t io n a l  m a r k e t ,  c a u s e d  a  
s u d d e n  d r o p  in  t h e  a v e r a g e  p r ic e  r e c e iv e d  (5 .4 7  U S  c e n ts  p e r  p o u n d  in  1985 a s  a g a in s t  9 .4 3  c e n t s  in  
198 4  a n d  2 3 .4 3  c e n t s  in  1 9 8 1 ) , w h i le  t h e  v o lu m e  e x p o r t e d  fe ll a t  a  h i g h e r  r a t e  t h a n  d id  p r o d u c t io n .
M e a t  a ls o  p e r f o r m e d  n e g a t iv e ly .  I n c r e a s e d  d o m e s t ic  d e m a n d  a n d  d if f ic u lt ie s  in  e x p a n d in g  th e  
h e r d  l im i te d  t h e  e x p o r t a b l e  o u tp u t  o f  beef. B e s id e s ,  t h e  U n i t e d  S ta te s  e m b a r g o  p r e v e n t e d  a c c e ss  to  
t h a t  t r a d i t i o n a l  m a r k e t ,  a  f a c to r  w h ic h  c o u ld  n o t  b e  o f fs e t  b y  a c q u i r in g  n e w  m a r k e t i n g  c h a n n e ls .
O n  th e  o t h e r  h a n d ,  b a n a n a s  e v o lv e d  f a v o u ra b ly  b o th  in  p r ic e  a n d  in  v o lu m e  e x p o r t e d ,  so  t h a t  
t h e  f o r e ig n  e x c h a n g e  th e y  p r o d u c e d  w e n t  u p  b y  2 5 % ,  r e t u r n i n g  to _ its  1983 le v e l.
L a s t ly ,  e x t e r n a l  s a le s  o f  m a n u f a c tu r e s  fe ll  f ro m  U S $ 5 3  m i l l io n  in  19 8 4  to  U S $ 2 9  m i l l io n  in  
1 9 8 5 , la rg e ly  o w in g  to  t h e  d e c l in e  in  o u tp u t  in  t h e  s e c to r .
A s  f o r  i m p o r t s ,  t h e i r  v a lu e  r o s e  b y  b a re ly  1%  ( s e e  ta b le  15). I n  fa c t, o n ly  t h e  g r o u p  c o m p r i s in g  
r a w  m a t e r i a l s  a n d  in t e r m e d ia t e  g o o d s  a c h ie v e d  a  p o s i t i v e  g r o w th  r a t e  ( 8 % ) .  O u t s t a n d in g  in  t h a t  
g r o u p  w e r e  p e t r o l e u m  a n d  fu e ls  — w h ic h  w e n t  u p  b y  a lm o s t  2 4 %  u n d e r  t h e  p r e s s u r e  o f  s t r a te g ic
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Table 14
NICARAGUA: EXPORTS OF GOODS, FOB
M illions o f  dollars Percentage G row th rates
1982 1983 1984 1985" 1970 1980 1985" 1982 1983 1984 1985"
T o ta l 406 429 386 292 100.0 100.0 100.0 -20.1 5.7 -10.2 -24.2
C e n tra l A m e ric a 52 34 38 22 25.8 16.8 7.5 -26.5 -35.7 12.5 -41.4
R e s t o f  w orld 354 395 348 270 74.2 83.2 92.5 -19.0 11.6 -11.9 -22.4
M a in  e x p o r ts 357 385 345 277 68.7 86.2 94.9 -17.7 7.8 -10.4 -19.7
C o tto n 87 110 134 91 19.1 6.7 31.2 -28.5 25.6 22.2 -32.0
Coffee 124 154 122 123 18.0 36.9 42.1 -9.1 24.0 -20.4 0.2
S ugar 36 34 21 7 5.5 4.4 2.4 -25.3 -5.5 -39.2 -64.6
M e a t 34 31 18 12 14.9 13.1 4.1 59.4 -7.1 -43.9 -31.8
S h rim p s , lo b ste rs  and 
o th e r  fishery  p ro d u c ts 22 17 13 12 3.4 6.0 4.1 21.2 -22.1 -25.4 -2.4
G old 15 - - - 2.3 7.3 - -37.0 - - -
S esam e 6 6 6 6 - 1.3 2.1 -28.4 - 1.7 -6.8
B a n an as 10 15 12 15 0.2 1.8 5.1 -53.1 51.0 -19.6 25.2
M o la sse s 3 1 3 1 - 1.3 0.4 -46.3 -55.2 100.0 -61.5
C h e m ica ls 20 17 18 10 5.3 7.3 3.4 -32.8 -11.3 2.3 -43.5
R e s t 49 AA 39 15 31.3 13.8 5.1 -33 .8 -10.2 -11 .4 -61.5
Source: ECLAC, on rhe basis of figures provided by the Ministry of Planning and the Budget, the Central Bank of Nicaragua and the Ministry of 
Foreign Trade.
"Preliminary figures.
T ab le  15
N I C A R A G U A : IM P O R T S  O F  G O O D S , C IF
M illio n s o f  do llars
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985"
T o ta l 807 826 832 100.0 100.0 100.0 -22.4 4 .0 2.3 0.8
C e n tra l A m erica 124 73 47 24.7 33.9 5.6 -44.5 5.7 -41.1 -35.9
R e s t o f  w orld 683 753 785 75.3 66.1 94.1 -16.6 3.8 10.2 4 .2
C o n s u m e r  g o o d s 173 156 144 23 .6 29.1 17.2 -34.0 7.7 -9 .7 -8.1
D u rab le 131 107 88 15.1 24.2 10.6 -40.4 12.3 -18.3 -17.7
N o n -d u ra b le 42 49 55 8.5 4 .8 6.7 -8.9 -4.3 17.2 12.8
R a w  m a te r ia ls  a n d  
in te rm e d ia te  g o o d s 430 456 492 53.3 58.6 59.2 -19.1 -4.1 6.0 8.1
P e tro le u m  an d  fuels 148 145 179 14.1 19.6 21.5 -9.4 -17.4 -1.8 23.5
O th e r s 282 311 313 39.2 39.0 37.6 -24.6 4 .7 10.1 0.8
F o r ag ricu ltu re 56 59 90 7.0 10.8 -37.3 59.6 5.9 52.5
F o r m a n u fa c tu rin g 204 229 199 28.0 23.9 -28.3 8.9 12.4 -13.1
F o r co n s tru c tio n 22 22 24 5.4 3.3 2.9 37.8 -53.1 -0.9 10.6
M isce llan eo u s 1 1 - 0.7 - - -
C a p ita l g o o d s 204 214 196 23.1 12.4 23 .6 -16.9 22.4 4 .7 -0 .8
F o r  ag ricu ltu re 17 28 4 2 2.3 2.7 5.0 -16.5 -31.0 66.7 4 5 .6
F o r  m a n u fa c tu rin g 147 145 115 16.7 6.9 13.8 -9.9 35.2 -1.2 -20.9
F o r t r a n s p o r t 40 40 4 0 4.1 2.8 4 .8 -34.2 20.2 -0.2 0.8




n e e d s —  a n d  in p u t s  f o r  a g r ic u l tu r e ,  w h ic h  in c r e a s e d  b y  5 2 % .  I n p u t s  f o r  m a n u f a c tu r in g ,  h o w e v e r ,  
w e n t  d o w n  b y  1 3 %  a s  a  r e s u l t  o f  t h e  a c u te  s h o r t a g e  o f  f o r e ig n  c u r re n c y  to  im p o r t  t h e m ,  a n d  th i s  w a s  
p a r t i a l ly  r e s p o n s ib l e  f o r  t h e  d r o p  in  t h e  m a n u f a c tu r in g  s e c to r .
I m p o r t s  o f  c o n s u m e r  g o o d s  fe ll d r a s t ic a l ly  f o r  th e  s e c o n d  y e a r  r u n n i n g  o w in g  to  a n o th e r  
m a r k e d  fa ll  in  e x t e r n a l  p u r c h a s e s  o f  n o n - d u r a b le  g o o d s . A s  fo r  c a p i t a l  g o o d s ,  th e y  s h o w e d  a  s l ig h t  
d e c l in e ,  a l t h o u g h  t h o s e  im p o r t e d  f o r  a g r ic u l tu r e  g re w .
b )  Services trade and fac to r payments
T h e  b a la n c e  o f  r e a l  s e rv ic e s  c o n t in u e d  in  d e f ic i t ,  a l t h o u g h  le s s  so  t h a n  in  t h e  p r e v io u s  y e a r .  A s  
fo r  n e t  p a y m e n t s  o f  f a c to r  s e rv ic e s ,  t h e s e  fe ll f o r  t h e  t h i r d  y e a r  in  a  r o w ,  t h a n k s  to  t h e  r e n e g o t i a t i o n  o f  
i n t e r e s t  p a y m e n t s  o n  t h e  f o r e ig n  d e b t  in  t h e  a m o u n t  o f  U S $ 1 2 3  m i l l io n  a n d  t h e  p o s t p o n e m e n t  o f  
p a y m e n t  o f  a n o t h e r  U S $ 1 3 0  m i l l io n .
c )  The current account position and its financing
T h e  c u r r e n t  a c c o u n t  s h o w e d  a n  a c c u m u la te d  d e f ic i t  o f  c lo s e  o n  U S $ 5 7 0  m i l l io n  — a n  u n p r e c e ­
d e n te d  a m o u n t  w h ic h  e x c e e d e d  th e  v a lu e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  b y  6 0 %  ( s e e  t a b le  16). O n c e  
a g a in  t h e  g a p  w a s  c o v e r e d  b y  t h e  e n t r y  o f  l o n g - te r m  c a p i ta l  (U S $ 4 8 7  m i l l io n )  to  w h ic h  w a s  a d d e d  a  
n e t  in f lo w  o f  s h o r t - t e r m  c a p i ta l  a m o u n t in g  to  s o m e  U S $ 4 5  m i l l io n .
I n  v ie w  o f  t h e  r e s t r i c t i o n  o n  c r e d i t  f ro m  p r iv a t e  so u rc e s  a n d  m u l t i l a t e r a l  b o d ie s ,  t h e  g r e a t e r  p a r t  
o f  th i s  in f lo w  w a s  o f  o ff ic ia l o r i g in  c o n t r a c te d  b i la te r a l ly .  O f  p a r t i c u l a r  i m p o r t a n c e  in  t h i s  l e n d in g  w a s  
t h e  f in a n c in g  o f  p e t r o l e u m  i m p o r t s  g r a n t e d  to  N ic a r a g u a  u n d e r  t h e  S a n  J o s é  A g r e e m e n t  a n d ,  in  
g r o w in g  p r o p o r t i o n ,  b y  t h e  S o v ie t  U n io n .
U n r e q u i t e d  o ff ic ia l t r a n s f e r  p a y m e n t s  r o s e  to  U S $ 9 3  m i l l io n  ( a lm o s t  6 % ) ,  b r in g in g  th e  to ta l  
r e c e iv e d  b y  N ic a r a g u a  s in c e  t h e  c h a n g e  o f  r é g im e  in  19 7 9  to  n e a r ly  U S $ 5 6 0  m i l l io n .  T h e s e  t r a n s f e r s  
c o n t in u e d  to  c o m e  f ro m  th e  t r a d i t i o n a l  s o u rc e s  in  t h e  m a r k e t - e c o n o m y  c o u n t r i e s  a n d  f ro m  so c ia l is t  
c o u n t r i e s ,  w h ic h  m a d e  t h e m  in  k in d .
d )  The external debt
A t  t h e  e n d  o f  1 9 8 5 , t h e  to ta l  m e d iu m -  a n d  l o n g - te r m  e x te r n a l  d e b t  s to o d  a t  s l ig h t ly  o v e r  U S $ 4 .9  
b i l l io n ,  a n  a m o u n t  e q u iv a le n t  to  a lm o s t  14 t im e s  t h e  v a lu e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  ( s e e  ta b le  
17). A s  h a s  o c c u r r e d  s in c e  1 9 8 0 , t h o u g h  in  d i f f e r e n t  d e g r e e s  e a c h  y e a r ,  m u c h  o f  t h e  in c r e a s e  in  th e  
d e b t  ( a r o u n d  U S $ 5 7 0  m i l l io n )  w a s  d u e  to  t h e  a c c u m u la t io n  o f  a r r e a r s  in  s e rv ic in g .
A m o r t i z a t i o n  a n d  i n t e r e s t  p a y m e n t s  w e r e  e v e n  lo w e r  t h a n  th e  y e a r  b e f o re  s in c e  t h e  n o w  
c h r o n ic  s c a rc ity  o f  f o r e ig n  e x c h a n g e  w a s  a g g r a v a te d  b y  t h e  d e t e r i o r a t i o n  in  t h e  b a la n c e  o f  t r a d e .  T o ta l  
c o m m i t m e n t s  o u t s t a n d i n g  r o s e  to  s o m e  U S $ 9 0 0  m i l l io n .  D u r in g  th e  y e a r  r e s c h e d u l in g s  w e r e  
o b t a in e d  fo r  o v e r  U S $ 2 0 0  m i l l io n .
4 . P r i c e s  a n d  w a g e s
a )  Prices
T h e  in f la t io n a r y  t r e n d s  in te n s i f i e d  in  1 9 8 5 , to  t h e  p o i n t  w h e r e  t h e  D e c e m b e r - D e c e m b e r  
v a r i a t i o n  in  t h e  c o n s u m e r  p r i c e  i n d e x  ( 3 3 4 % )  w a s  m o r e  t h a n  s ix  t im e s  t h a t  r e c o r d e d  in  t h e  p r e v io u s  
y e a r  ( s e e  ta b le  18). T h e  p r i c e  in c r e a s e s ,  w h ic h  h a d  s h o w n  a  te n d e n c y  to  b e c o m e  m o r e  m o d e r a t e  a t  th e  
e n d  o f  1 9 8 4 , f la r e d  u p  a g a in  in  J a n u a r y ,  a n d  s t i l l  m o r e  in  t h e  c o u r s e  o f  t h e  n e x t  s ix  m o n t h s ,  o w in g  to  
t h e  e l i m i n a t i o n  o f  t h e  s u b s id ie s  o n  c o m m o d i t i e s ,  t h e  r i s e  in  g u a r a n t e e d  p r ic e s  to  p r o d u c e r s ,  v a r i a t i o n s  
in  e x c h a n g e  p a r i t i e s  a n d  in c r e a s e s  in  w a g e s  a n d  s a la r ie s  ( s e e  f ig u re  2 ) .  D e s p i t e  e f fo r ts  to  r e d u c e  th e  
f isc a l d e f ic i t ,  o b s ta c le s  a r i s in g  f ro m  th e  p o l i t i c o - m i l i t a r y  s i tu a t io n  p r e v e n t e d  th e  a c h ie v e m e n t  o f  t h e  
d e s i r e d  r e s u l t s ,  so  t h a t  t h e  im b a la n c e  o n  th e  p u b l ic  a c c o u n ts  r e m a in e d  o n e  o f  t h e  p r in c ip a l  s o u rc e s  o f  
p r e s s u r e  o n  p r ic e s .  T h e  n e e d  fo r  fo o d  a n d  m i l i ta r y  s u p p l ie s  c r e a te d  h e a v y  d e m a n d  a n d  th e r e f o r e  
f a v o u re d  p r ic e  r i s e s  in  t h e  m a r k e t .  A t  t h e  s a m e  t i m e ,  t h e  p e r s i s t e n c e  o f  s h o r ta g e s  a n d  o f  p a r a l l e l  
m a r k e t s ,  in  w h ic h  g o o d s  w e r e  so ld  a t  p r i c e s  m u c h  h i g h e r  t h a n  th e  o ffic ia l o n e s ,  c r e a te d  c o n d i t io n s  
t h a t  e n c o u r a g e d  s p e c u la t io n .
O n c e  a g a in  t h e  fo o d , b e v e r a g e s  a n d  to b a c c o  g r o u p  s h o w e d  s h a r p  p r i c e  r i s e s  a l t h o u g h  m a n y  o f  
t h e  g o o d s  c o n c e r n e d  w e r e  so ld  in  o ff ic ia l m a r k e t s  a t  le g a lly  c o n t r o l le d  p r ic e s .  T h e s e  w e r e  in c r e a s e d  
s e v e ra l  t im e s  in  t h e  c o u r s e  o f  t h e  y e a r ,  u n t i l  in  s o m e  c a s e s  th e y  w e r e  f iv e  t im e s  a s  h ig h  a s  th e y  h a d  
b e e n  12 m o n t h s  e a r l ie r .
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Table 16
NICARAGUA: BALANCE OF PAYMENTS
(Millions o f  dollars)
1979 1980 1981 1982 1983 1984 1985”
B a la n ce  o n  c u r re n t  a c c o u n t 90 -491 -563 -514 -519 -508 -569
T ra d e  balance 162 -414 -484 -382 -462 -464 -527
E x p o rts  o f  goods an d  se rv ices 672 495 553 447 463 422 353
G o o d s FO B 616 450 508 406 428 385 293
R e a l se rv ices 56 44 45 41 35 37 60
T ra n s p o r t  a n d  in su ran ce 22 13 15 12 10 5 4
T ra v e l 18 22 23 20 5 5 3
I m p o r ts  o f  goods a n d  se rv ices 511 909 1 037 829 925 886 880
G o ods FO B 389 803 922 723 778 761 763
R e a l se rv ices 122 106 114 106 147 125 117
T ra n s p o r t  an d  in su ran ce 31 51 58 49 50 49 51
T ra v e l 48 31 15 20 7 6 3
F a c to r  se rv ices -73 -89 -93 -140 -61 -46 -44
P ro f its -13 -21 - -5 -1 - -
I n te re s t  received 6 19 28 9 7 5 2
I n te re s t  pa id -65 -88 -121 -144 -66 -51 -46
O th e rs -1 - - - - - -
U n re q u ite d  p r iv a te  tr a n s fe r  p a y m e n ts 1 12 13 8 4 2 2
B a la n ce  o n  c a p ita l a c c o u n t -93 289 617 416 586 518 592
U n re q u ite d  official tr a n s fe r  p a y m e n ts 90 112 57 43 76 88 93
L o n g -te rm  cap ita l 122 343 596 442 557 517 487
D ire c t in v e s tm e n t (n e t) 3 - - - 8 2 -
P o rtfo lio  in v e s tm e n t (n e t) - - - - - - -
O th e r  lo n g - te rm  cap ita l 120 343 596 442 549 515 487
O fficial s e c to r" 69 321 509 425 552 538
L o an s d isb u rsed 85 335 566 469 580 554
A m o r tiz a tio n  p a y m e n ts -17 -14 -57 -44 -28 -16 -12
C o m m erc ia l b a n k s c 56 17 82 20 33 8
L o an s d isb u rse d 56 22 86 29 38 20
A m o r tiz a tio n  p a y m e n ts -4 -4 -8 -4 -12 -13
O th e r  s e c to rs " -5 4 5 -4 -36 -31 -59
L o an s  d isb u rse d 1 9 15 17 14
A m o r tiz a tio n  p a y m e n ts -6 -5 -9 -21 -50 -31 -59
S h o r t- te rm  cap ita l (n e t) -267 -137 -37 -49 -20 -33 44
O fficial se c to r - - - - - - -
C o m m erc ia l b an k s - - - - - - -
O th e r  sec to rs -267 -137 -37 -49 -20 -33 44
E rro rs  a n d  o m iss io n s  (n e t) -39 -28 1 -20 -26 -54 -31
G lo b a l b a la n c e -3 -201 54 -98 67 10 23
T o ta l  v a r ia t io n  in  re se rv es
(- s ig n  in d ica tes  a n  increase ) -9 235 -62 97 -48 -10 -23
M o n e ta ry  gold -1 - - - - - -
Special D ra w in g  R ig h ts 6 - - -1 1 1 -
IM F  re se rv e  p o s itio n - - - - - -
F o re ig n  e x ch an g e  asse ts -75 120 -47 -59 -86
O th e r  asse ts 7 123 9 162 42
U se  m a d e  o f  IM F  c red it 55 -8 -25 -5 -5 -5
Source: 1979-198-1: International Monetary Fund, Ba/auce o f  Pay m enti Yearbook, March 1986; 1985: IXLAC, on rhe basis of official data. 
"Preliminary figures. ’’Includes other non-factor services. ’ Includes net loans /granted and other assets and liabilities.
’’Equal to the total variation in reserves (opposite sign), plus counterpart items.
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Table 17
NICARAGUA: INDICATORS OF EXTERNAL INDEBTEDNESS
1980 1981 1982 1983 1984 1985°
Millions of dollars
Total external debt
B alance 1 825 2  566 3 139 3 788 4  362 4  936
P u b lic 1 820 2  561 3 134 3 783 4  357 4  931
P riv a te 5 5 5 5 5 5
L ong- and  m e d iu m -te rm 1 571 2  163 2  578 3 263 3 901 4  495
S h o rt- te rm * 255 403 561 525 461 440
D isb u rse m e n ts0 281 424 380 374 400 620
D e b t se rv ic in g 109 192 203 103 79 71
A m o rtiz a tio n  p a y m e n ts 21 71 59 40 28 25
In te re s t  p a y m e n ts ' 88 121 144 63 51 46
Percentages
Ratios
T ota l e x te rn a l d e b t /e x p o r ts  o f  goo d s 
and  se rv ices 366.0 463 .8 702.6 817.6 1 033.0 1 381.0
D e b t s e rv ic in g /e x  p o r ts  o f  g o ods 
and  se rv ices 21.9 41.3 45.4 22.2 18.7 19.8
N e t  in te re s t p a y m e n ts /e x p o r ts  o f  
g o o d s and se rv ices 13.8 20.0 30.2 12.1 10.9 12.3
D e b t s e rv ic in g /d isb u rs e m e n ts 38.9 45.2 53.4 27.5 19.7 11.4
S o u r c e :  H C L A C ,  o n  t h e  b as is  o f  f ig u r e s  s u p p l ie d  b y  t h e  C e n t r a l  B a n k  o f  N ic a r a g u a .
" P r e l im in a r y  f ig u r e s ,  in c lu d in g  a c c o u n t in g  m o v e m e n t s .  H n d -y e a r  b a la n c e s . ' D is b u r s e m e n ts  o f  t h e  d e b t  c o n tra c te d  f o r  t h e  lo n g
t e r m .  A m o r t i z a t i o n  p a y m e n ts  ru te  o n  t h e  lo n g - t e r m  d e b t ,  in c lu d in g  re s c h e d u lin g s  a n d  c h a n g e s  in  p a y m e n t  d e la y s . ' I n t e r e s t
p a y m e n ts  r a t e ,  e x c lu d in g  r e s c h e d u lin g s  a n d  c h a n g e s  in  p a y m e n t  d e la y s .
T ab le  18
N I C A R A G U A : E V O L U T IO N  O F  D O M E S T IC  P R IC E S
1980 1981 1982 1983 1984 1985
D e c e m b e r-D e c e m b e r v a r ia t io n
C o n su m e r p ric e  index" 24.8 33.4 22.2 32.9 50.2 334.3
P e r  item  o f  e x p e n d itu re
F ood , b ev e rag es  and tobacco 36.8 39.6 23 .9 45.1 58.6 386.9
C lo th in g 21.0 34.0 22.5 24.2 64.7 141.5
H o u s in g 9.7 30.2 21.5 14.5 43.1 218.5
M isce llan eo u s 14.3 21.5 17.9 18.0 24.0 285.0
P e r  o r ig in  o f  p ro d u c t
N a tio n a l 30.6 25.0 34.9 62.3 265.2
Im p o rte d 34.6 30.2 7.6 24.5 201.3
V a r ia t io n  b e tw e e n  a n n u a l a v e rag es
C o n su m e r p r ic e  ind ex " 35.3 23.9 24.8 31.1 35.4 219.5
P e r  item  o f  e x p e n d itu re
F o o d , b ev e rag es  an d  tobacco 49.1 29.0 29.1 41.5 41.5 246.7
C lo th in g 31.8 21.1 27.3 18.1 45.0 126.4
H o u s in g 13.9 20.6 21.3 16.0 28.6 158.4
M isce llan eo u s 28.2 15.2 ' 16.5 17.6 18.3 192.6
P e r  o r ig in  o f  p ro d u c ts
N a tio n a l 34.9 23.4 26.3 36.8 37.1 2 06 .9
Im p o rte d 38.6 22.9 28.5 16.8 16.4 124.5
S o u r c e :  H C L A C ,  o n  t h e  b a s is  o f  f ig u r e s  p r o v id e d  b y  t h e  N ic a r a g u a n  In s t i t u t e  o f  S ta t is t ic s  a n d  t h e  C e n s u s .  
" In  t h e  m e t r o p o l i t a n  a r e a  o f  M a n a g u a .  P r o d u c ts  f o r  d o m e s t ic  c o n s u m p t io n .
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F ig u re  2
N IC A R A G U A : C O N S U M E R  P R I C E  I N D E X
(Percentages)




NICARAGUA: EVOLUTION OF WAGES
R e g is te re d  w i th  th e  IN S S B I"
N a tio n a l
N o m in a l
R ea l
A g ricu ltu ra l
N o m in a l
R ea l
M an u fac tu rin g
N o m in a l
R eal
C o n s tru c tio n
N o m in a l
R e a l
C o m m erce
N o m in a l
R e a l
C e n tra l G o v e rn m e n t 
N o m in a l 
R e a l
S o m e  legal m in im u m  w a g e s
M a n ag u a  D e p a r tm e n t 
In d u str ia l w o rk e rs  
N o m in a l 
R ea l
R ural w o rk e rs  
N o m in a l 
R eal
O th e r  d e p a r tm e n ta l 
cap ita ls 
N o m in a l 
R eal
R e s t o f  country  
N o m in a l 
R eal
In d ex es  (1981 =  100;>









































102.9 102.9 156.2 353.9
82.5 62.9 70.5 50.0
100.0 100.0 162.3 451.3
80.1 61.2 73.3 63.8
100.0 100.0 193.2 437.5
80.1 61.2 87.2 61.8
101.6 101.6 164.9 458.4
81.4 62.1 74.4 64.8
G ro w th  ra te s
1982 1983 1984 1985
8.9 14.4 35.6 132.2e
-12.7 -12.7 0.1 -18.9 '
15.1 8.8 28.9 148.0e
7.8 -17.0 -4.7 -13.4 '
13.1 20.8 21.5 136. I e
-9.4 -7.8 -10.3 -17.5e
18.1 34.9 32.6 136.8e
-5.4 3.0 -2.1 -17.2 '
18.9 20.9 17.3 121.8e
-4.7 7.8 -13.4 -22.5 '
57.6 166.2'
16.3 -6.9e
2.9 - 51.8 126.6
-17.5 -23.8 12.1 -29.1
- - 62.3 178.1
-19.9 -23.6 19.8 -13.0
93.2 126.4
-19.9 -23.6 42.5 -29.1
1.6 62.3 178.0
-18.6 -23.7 19.8 -12.9
Source: 1IC1AC, on the basis of figures provided by the Ministry of Planning and the Budget.
" Nicaragua n Institute of Social Security and Welfare. January-October average. ’ Variation between average for I9HI and average
for period January-October I9HV
T h e  g o v e r n m e n t  a t t e m p te d  to  s o lv e  t h e  p r o b le m  b y  c r e a t in g  W o r k e r s ' S u p p ly  C e n tr e s  u n d e r  a n  
a g r e e m e n t  b e tw e e n  th e  M in i s t r y  o f  I n t e r n a l  T r a d e  (M ICOIN) a n d  th e  S a n d in i s ta  W o r k e r s ' C e n tr e  
(CST). A s  p a r t  o f  th i s  e f fo r t ,  t h e  n u m b e r  o f  p r o d u c t s  w h o s e  s u p p ly  is  g u a r a n t e e d  w a s  a ls o  in c r e a s e d ,  
a n d  a n  a t t e m p t  w a s  m a d e  to  r e d u c e  in f la t io n  b y  e l im in a t in g  th e  m id d le m a n . T h e  g o a ls  e s ta b l is h e d  
w e r e  n o t ,  h o w e v e r ,  a t t a in e d ,  a n d  th e  im b a la n c e  b e tw e e n  s u p p ly  a n d  d e m a n d  p e r s i s t e d .
b )  Wages
I n  n o m in a l  t e r m s  w a g e s  ro s e  a p p re c ia b ly  in  1 9 8 5 ; t h e  m i n im u m  w a g e s  p r o v id e d  fo r  in  th e  
L a b o u r  a n d  W a g e  S c a le s  S y s te m  w e r e  in c r e a s e d  f ro m  1 7 0 0  c ó rd o b a s  to  2  5 0 0  in  F e b r u a r y ,  r i s i n g  to  
3 0 0 0  c ó r d o b a s  in  M a r c h  a n d  to  4  5 0 0  c ó r d o b a s  in  M a y , w h i l e  w a g e s  in  t h e  r e m a i n i n g  2 7  g r o u p s  a lso  
in c r e a s e d  s u b s ta n t ia l ly .  T h e s e  m e a s u r e s  w e r e  n o t ,  h o w e v e r ,  e n o u g h  to  p r e v e n t  t h e  a c c e le ra te d  
in f la t io n a r y  p r o c e s s  f ro m  a g a in  s e v e re ly  r e d u c in g  th e  p u r c h a s in g  p o w e r  o f  w o r k e r s  ( s e e  ta b le s  19 a n d  
2 0 ) . I n d e e d ,  t h e  p u r c h a s in g  p o w e r  o f  th e  m i n im u m  w a g e s  fe ll  b y  2 9 %  in  t h e  m a in  u r b a n  c e n t r e s  a n d  
b y  1 3 %  in  t h e  r e s t  o f  t h e  c o u n try .
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O n e  o f  t h e  c o n s e q u e n c e s  o f  t h e  a p p l i c a t i o n  o f  d i f f e r e n t ia l  r a t e s  to  w a g e  b r a c k e t s  w a s  t h a t  th e  
r a t i o  b e tw e e n  t h e  h i g h e r  a n d  t h e  lo w e s t  r e m u n e r a t i o n  fe ll  f ro m  8 .2  to  6 .4 , c o n t in u in g  t h e  t r e n d  
to w a r d s  a  n a r r o w e r  s p r e a d  b e tw e e n  th e  tw o .
5. M o n e t a r y  a n d  f is c a l  p o l i c y
a )  M onetary po licy
T h e  p r o c e s s  i n i t i a t e d  in  1 9 7 9 , c o u p le d  w i th  w o r ld  e c o n o m ic  c o n d i t io n s ,  c r e a te d  p r e s s u r e s  o n  th e  
b a n k in g  a n d  f in a n c ia l  s y s te m . T h e  p o l i t i c a l  r e q u i r e m e n t s  o f  c o n s t r u c t in g  th e  n e w  S ta te  le d  to  th e  
f o r m u la t io n  o f  o b je c t iv e s  t h a t  c a l le d  fo r  v e ry  a c t iv e  f isc a l a n d  e x c h a n g e  p o l ic ie s ,  w h i le  t h e  m o n e ta r y  
p o lic y  r e s p o n d e d  p a s s iv e ly .  T h e  e x t e n s i o n  o f  t h e  so c ia l  s e rv ic e s ,  t h e  g r a n t i n g  o f  s u b s id ie s  to  g o o d s  fo r  
m a s s  c o n s u m p t i o n  a n d  t h e  n e w  i n v e s tm e n t s  m a d e  b y  S ta te  e n t e r p r i s e s  c r e a te d  a  g r o w in g  f isc a l 
d e f ic it . A s  f o r  t h e  m e a s u r e s  a s s o c ia te d  w i th  t h e  e x c h a n g e  r a te  o f  t h e  c ó r d o b a ,  th e y  le d  to  in c r e a s in g  
lo s s e s  o n  th e  e x c h a n g e ,  w h i le  t h e  p o r t f o l io  o f  o v e r d u e  lo a n s ,  m a n y  o f  t h e m  i r r e c o v e r a b le ,  c o n t in u e d  
to  g ro w .
A s  a  r e s u l t ,  b e t w e e n  1 9 7 8  a n d  1984  t h e  e c o n o m y  w a s  o n e  in  w h ic h  th e  m o n e y  in  c i r c u la t io n  
s h o w e d  m u c h  g r e a t e r  g r o w t h  t h a n  t h a t  r e c o r d e d  b y  p r i c e s  a n d  p r o d u c t io n  c o m b in e d  w i th  t h e  r e s u l t s  
t h a t  t h e  r a te  a t  w h ic h  th e  m o n e y  c i r c u la te d  d e c l in e d  a n d  a  p r o c e s s  o f  in f la t io n  w a s  s e t  in to  m o t i o n  ( s e e  
t a b le  2 1 ) .
A l th o u g h  m e a s u r e s  h a d  p r e v io u s ly  b e e n  a d o p te d  to  c o r r e c t  s o m e  o f  th e s e  d i s t o r t i o n s ,  in  1985  a  
s e t  o f  p o l i c ie s  w a s  in t r o d u c e d ,  f o r  t h e  p u r p o s e  o f  r e - e s t a b l i s h in g  o r d e r  a m o n g  a n d  c o - o r d in a t in g  th e  
v a r io u s  a r e a s  o f  t h e  e c o n o m y . I n  D e c e m b e r  198 4  d e c r e e s  o n  t a x a t io n  h a d  b e e n  a p p r o v e d  a n d  
a g r e e m e n t s  a d o p te d  o n  b u d g e ta r y  a u s te r i ty ,  w h ic h  h a d  t h e i r  g r e a t e s t  e f fe c t  in  F e b r u a ry  w h e n  
s u b s id ie s  o n  b a s ic  f o o d s tu f f s  w e r e  e l im in a t e d  a n d  th o s e  o n  t r a n s p o r t  s e rv ic e s  r e d u c e d  in  a n  e f fo r t  to  
b r i n g  d o w n  t h e  f isc a l d e f ic it . A t  t h e  s a m e  t im e ,  t h e  c u r re n c y  w a s  d e v a lu e d ,  a l th o u g h  a  s y s te m  o f  
m u l t i p l e  e x c h a n g e  r a t e s  w a s  m a in t a i n e d  a n d  f re e  e x c h a n g e  w a s  a u th o r iz e d  in  p r i v a t e  m o n e y
T a b le  2 0
N IC A R A G U A : L E V E L  O F  W A G E S  A N D  S A L A R IE S "
(Córdobas)
1981 1982 1983 1984 1985
R e g is te re d  w ith  th e  IN S S B l"  
N a tio n a l 2  529 2  754 3 152 4  275 9 9 2 7 '
A g ric u ltu re 2  719 3 129 3 404 4  388 10 8 8 3 '
M in in g  and  q u a rry in g 2  154 2  354 2  773 3 438 8 146'
M a n u fac tu rin g 2  523 2  854 3 447 4  189 9 887 '
C o n s tru c tio n 2  123 2  508 3 382 4  485 10 6 2 4 '
E le c tric ity , gas and  w a te r 3 151 3 286 3 786 4  162 8 7 2 2 '
T ra n s p o r t 2  404 2  403 3 373 4  263 10 3 5 5 '
C o m m erce 2  811 3 341 4  039 4  737 10 509 '
F in an ce 3 542 3 782 4  312 5 161 11 866 '
C e n tra l G o v e rn m e n t 





9 9 6 8 ' 
9 157'
M in im u m  legal w a g e s  
M a n ag u a  D e p a r tm e n t  
In d u s tr ia l w o rk e rs 1 088 1 120 1 120 1 700 3 850
R u ra l w o rk e rs 770 770 770 1 250 3 475
O th e r  d e p a r tm e n ta l  cap ita ls 880 880 880 1 700 3 850
R e s t o f co u n try 758 770 770 1 250 3 475
Source: ECLAC, on the basis of figures provided by the Ministry of Planning and the Budget.
"Monthly averages of wage earners. bNicaraguan Instaure of Social Security and Welfare. 1 Relates to the monthly average for the
period January-October.
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Table 21
N IC A R A G U A : M O N E T A R Y  IN D IC A T O R S
M o n e y
M oney  o u ts id e  b an k s 
C u rre n t acco u n t d ep o s its
E x p a n s io n  fac to rs  
N e t  in te rn a tio n a l rese rv es  
G ro ss in te rn a tio n a l  rese rv es 
Less sh o r t- te rm  e x te rn a l loans 
D o m e s tic  c red it 
C e n tra l G o v e rn m e n t 
Local g o v e rn m e n t and official 
b o d ie s
S ta te  tra d in g  firm s 
P ro d u c tiv e  sec to rs  
A re a  de P ro p ie d a d  del P u eb lo  
P r iv a te  secto r
A b s o rp t io n  fac to rs  
Q u asi-m o n ey  
Sav ings d ep o s its  
T im e  d ep o s its
E nd -o f-y ear b a lan ces 
(b illio n s o f  ¡córdobas)
G ro w th  ra te s
1982 1983 1984 1985" 1981 1982 1983 1984 1985"
6.9 11.4 20 .9 60 .4 28 .0 22.1 64 .7 83.1 189.1
3.1 5.6 11.4 28.4 24.2 27.3 80.1 104.0 149.6
3.8 6.0 9.5 32.0 31.0 18.3 54.8 60.4 236.3
21 .4 31.2 45 .7 91 .6 40 .0 25.1 46 .2 46 .3 100.5
-4.3 -3.9 -3.8 -10.1
2.0 2.2 3.2 9.1 98.0 44 .3 11.4 44.7 179.6
-6.3 -6.2 -7.1 -19.2
25.7 35.1 49.5 101.3 26.8 25 .9 37.0 40 .8 104.4
6.3 14.3 21.3 43 .2 30.3 110.4 128.4 48.1 103.6
0.3 0.3 0.4 1.3 -49.4 .-12.2 -8.1 39.6 192.1
1.4 0.7 1.3 6.8 76.0 -23.2 -47.0 76.2 429.1
16.7 18.8 25.4 49.1 29.4 17.5 12.4 35.4 93.1
6.7 8.4 14.1 28.2 96.7 42 .9 25.8 68.1 99.8
10.0 10.4 11.3 20.9 10.9 5.1 3.5 9.1 84.8
14.4 19.8 24 .8 31.2 46 .9 26.5 37.3 25.1 25 .7
3.7 5.1 8.0 13.7 26.4 17.2 37.7 55.8 71.8
1.3 1.8 3.1 6.1 13.8 14.2 37.4 71 .8 48.8
2.4 3.4 4.9 7.7 34.7 18.8 37.9 47.3 55.1
L o n g -te rm  ex te rn a l loans 







24 .8 2 2 0 .1
C o e ff ic ie n ts '
V e lo c ity  o f  c i r c u la t io n :
G D P /M ,_________________ 4 .50  3.58 2 .79  2.84
Source: BCLAC, on the basis o f figures provided by the Central Bank o f  Nicaragua and the Ministry o f  Planning and the Budget. 
"Preliminary figures. Excluding State trading frms. Through lack o f  information, these were estimated only on the basis o f  the
average o f the sums at the beginning of January and the end o f  December each year.
e x c h a n g e  o f f ic e s .9 I n t e r e s t  r a te s  w e r e  in c r e a s e d ,  a l t h o u g h  n o t  so  m u c h  a s  to  m a k e  th e m  p o s i t iv e  in  
re a l te r m s .
A s  a  r e s u l t  o f  th e s e  m e a s u r e s ,  th e  m o n e ta r y  v a r ia b le s  g r e w  f a s te r  t h a n  in  th e  p r e c e d in g  p e r io d ,  
a l th o u g h  in  m o s t  c a se s  th e i r  a n n u a l  v a r i a t i o n  w a s  lo w e r  t h a n  th e  in f la t io n  ( se e  ta b le  2 1 ) .  E v e n  
th o u g h ,  c o n t r a ry  to  w h a t  h a d  h a p p e n e d  in  th e  th r e e  p r e c e d in g  y e a r s ,  s ig h t  d e p o s i ts  in c r e a s e d  m o re  
ra p id ly  t h a n  c u r re n c y  o u ts id e  b a n k s ,  m o n e y  a g a in  s h o w e d  a  h ig h e r  g r o w th  r a te  t h a n  q u a s i -m o n e y ,  
th u s  c o n f i r m in g  in d iv id u a ls  in  th e i r  g r o w in g  p r e f e r e n c e  fo r  liq u id  a s s e ts .  T h e  b a s ic  r e a s o n s  fo r  t h a t  
p e r f o r m a n c e  w e r e  th e  p o s s ib i l i t i e s  fo r  m a k in g  s u b s ta n t ia l  s p e c u la t iv e  g a in s ,  th e  n e g a t iv e  re a l  i n t e r e s t  
r a te s  an d  th e  p r e v a i l i n g  p o l i t ic a l  s i tu a t io n .
W i t h  r e g a r d  to  c r e d i t ,  th e  s h a re  o f  S ta te  t r a d in g  f irm s  in  th e  to ta l  v o lu m e  m o re  t h a n  d o u b le d ,  
th e  g r o w th  o f  th e  r e s o u r c e s  o b ta in e d  b e in g  a lm o s t  fo u r  t im e s  h ig h e r  t h a n  t h a t  o f  to ta l  d o m e s t ic  c re d it .
'T h e  exchange rates fixed w ere 10 córdobas to the dollar for payment o f  the foreign debt; 20 córdobas to the dollar for 
im ports o f  raw materials, essential consumer goods and spare parts; 28 córdobas to the dollar for im ports o f  non-essential 
consum er goods and for exports; 40 córdobas to the dollar for the purchase o f  capital goods and 50 córdobas to the dollar for 




NICARAGUA: CENTRAL GOVERNMENT INCOME AND EXPENDITURE
B illions o f  córdobas G ro w th  ra tes
1982 1983 1984 1985° 1982 1983 1984 1985°
1. C u r r e n t  in c o m e 7.2 10.2 15.8 37.2 34.6 40 .9 54.2 136.4
T ax  rev en u e 5.8 8.5 13.8 31.7 26.0 48.0 62.1 129.4
D irec t 1.3 1.8 3.2 7.2 8.7 41 .9 74.0 124.3
O n  in co m e 0.8 1.3 2.4 5.6 25 .8 62.4 89.0 130.1
O n  p ro p e r ty 0.3 0.3 0.5 0.7 10.7 -17.5 70.8 48 .9
O n  e x p o r ts - - - - -90.1 -87.8 175.0 127.3
O th e rs 0.2 0.3 0.3 0.9 83.1 76.7 8.7 191.7
In d irec t 4.5 6.7 10.6 24.5 32.2 49.7 58.9 130.9
O n  sales 0.8 1.2 1.9 5.3 10.8 43.0 65.3 172.8
O n  im p o rts 0.7 0.7 1.1 1.9 4.7 4.1 42.1 84.0
O n  c o n su m p tio n  and  p ro d u c tio n 2.3 3.5 6.0 15.9 23.0 52.2 72.4 164.7
O th e rs 0.6 1.3 1.6 1.3 612.4 100.8 25.8 -16.4
N o n - ta x  rev en u e 1.5 1.7 1.9 5.5 83.6 13.5 13.9 187.5
2. C u r r e n t  e x p e n d i tu r e 9.1 12.7 19.2 51.0 -23.1 39.7 51.4 165.2
W a g e s  and sa la ries 2.2 2.8 4.0 11.6 15.0 26.7 42.4 193.5
G o ods and se rv ices 3.9 6.7 10.3 33.0 29.3 72.0 53.7 219.7
T ran s fe rs 1.6 2.2 3.8 5.3 32.6 35.1 72.1 41 .9
In te re s t  p a y m e n ts 1.4 1.0 1.2 1.1 63.6 -25.6 16.5 -8.9
D o m e s tic  deb t 0.5 0.8 0.9 0.9 167.9 46.5 17.3 -1.3
E x te rn a l d eb t 0.9 0.3 0.3 0.2 32.2 -69.6 14.2 -31.9
3. C u r r e n t  sa v in g s  (1-2) -1 .8 -2.5 -3.5 -13.7 15.0 34.8 39 .8 2 95 .9
4. C a p ita l  e x p e n d i tu r e 2 .0 7,4 7.8 11.9 4 1 .6 265 .8 3.9 55.2
R eal in v e s tm e n t 1.1 2.2 3.6 7.9 28.7 95.2 63.4 118.0
D e b t a m o r tiz a tio n  p a y m e n ts 0.3 0.4 0.5 0.6 13.1 28.7 23.1 25.1
D o m e s tic  d eb t 0.1 0.2 0.2 0.4 37.0 111.7 -16.6 111.2
E x te rn a l d eb t 0.2 0.2 0.3 0.2 3.1 -17.6 79.9 -32.2
O th e rs 0.6 4.8 3.6 3.4 112.6 731.0 -25.4 -4.6
5. T o ta l  e x p e n d i tu r e  (2 +  4) 11.1 20 .0 2 6 .9 62 .9 32.1 80 .8 33 .9 133.8
6. F isca l d e f ic i t  (1-5) -3 .9 -9 .9 -11.1 -25.7 27.5 155.5 12.9 130.2
7. D e f ic i t  f in a n c in g
E x te rn a l f in an c in g 1.5 1.7 1.9 1.8 65.1 7.6 14.8 -6.0
C red it 1.2 1.3 1.6 1.0 1.9 24.0 -37.9
G ra n ts 0.3 0.4 0.3 0.8 30.4 -14.1 137.9
D o m e s tic  f in an c in g 2.3 8.2 9.2 23.9 10.7 253 .8 12.6 158.2
C e n tra l B ank 3.4 8.2 8.8 23.6 73.4 140.3 6.9 168.1
O th e r  sources -1.1 - 0.5 0.3 -30.7
R a tio s
P e rc e n ta g e s
C u rre n t sa v in g s /c a p ita l  e x p e n d itu re -91.3 -33.6 -45.3 115.4
Fiscal d e f ic it/to ta l e x p e n d itu re 34.8 49.1 41.4 40.8
T ax  re v e n u e /G D P 20.3 26.0 30.7 27.5
T ota l ex p e n d  i tu  r e /  G  D P 39.2 61.1 59.8 54.5
Fiscal d e f ic i t /G D P 13.6 30.0 24.8 22.2
D o m e s tic  f in a n c in g /d e fic it 60.1 83.2 82.9 93.0
E x te rn a l f in a n c in g /d e fic it 39.9 16.8 17.1 7.0





NICARAGUA: GOVERNMENT EXPENDITURE ON MAIN FUNCTIONS
B illio n s  o f  co rd o b as b AAd  n G ro w th  ra te s
1983 1984 1985° 1983 1984 1985° 1983 1984 1985°
T o ta l 20.1 26 .9 62 .9 100.0 100.0 100.0 80 .8 33.9 133.8
S ocia l se c to r 3 .9 5.5 14.8 19.3 2 0 .4 2 3 .6 39 .3 41 .1 170.1
E d u ca tio n  and cu ltu re 1.8 2.8 6.9 9.0 10.5 11.0 42 .8 56.5 143.5
H e a lth  and social w elfare 1.6 1.9 5.8 7.9 7.2 9.2 23 .9 22.7 198.8
H o u s in g 0.5 0.7 2.1 2.5 2.6 3.4 98.0 43.4 197.5
In f r a s t ru c tu r e  and
p r o d u c t io n 6.8 5.6 10.2 34.0 20 .7 16.3 189.3 -18.5 84.2
P rim a ry  ac tiv ities 4.4 2.5 4.9 22.1 9.3 7.8 -43.7 95.8
M a n u fac tu rin g 0.4 0.1 0.1 2.1 0.5 0.2 -66.7
C o n s tru c tio n  and  t r a n s p o r t 2.0 2 .9 5.0 9.8 10.8 8.1 48 .6 73 .8
E n erg y 0.2
C o m m e rc e  and  to u r is m 1.5 2.0 1.3 7.4 7.5 2.1 150.9 36.5 -35 .8
G e n e ra l a d m in is t r a t io n
and  d efen ce 6.4 11.9 33.9 32.0 44.4 54.0 85.4 85.7 184.2
G en era l a d m in is tra tio n 2.8 5.7 10.1 14.0 21.2 16.0 94.7 103.0 77.3
D efence  and  security 3.6 6.3 23 .9 18.0 23.2 38.0 73.6 72.3 282.4
O th e r 1.5 1.9 2.5 7.3 7.0 4 .0 9.4 29 .2 34 .8
P u b lic  d eb t se rv ic ing 1.4 1.7 1.9 7.1 6.2 3.0 -15.8 17.3 12.6
O th e r 0.2 0.7 0.1 0.8 1.0 639.3 215.0
Source: ECLAC, on the basis of figures supplied by the Ministry of Finance. 
"Preliminary figures.
T h is  m a y  w e l l  h a v e  r e s u l t e d  f ro m  t h e  s e r io u s  e f fo r ts  m a d e  b y  th e  g o v e r n m e n t  d u r in g  t h e  y e a r  to  
g u a r a n t e e  t h e  s u p p ly  o f  c o m m o d i t i e s .  L o a n s  to  t h e  g o v e r n m e n t  a n d  t h e  p r o d u c t iv e  s e c to r s  g r e w  
a p p r e c ia b ly  in  n o m in a l  t e r m s  b u t  d e c l in e d  in  re a l  t e r m s ,  w h ic h  w a s  in  k e e p in g  w i th  t h e  p o lic y  o f  
c la r i fy in g  th e  p r i c e  s y s te m  a n d  t h e  f in a n c e s  o f  S ta te  e n t e r p r i s e s .
b )  Fiscal policy
A s  a lre a d y  in d ic a te d ,  t h e  p o l i t i c a l  a im s  o f  t h e  g o v e r n m e n t  a n d  th e  c i r c u m s ta n c e s  in  w h ic h  it  
a s s u m e d  p o w e r  in  1 9 7 9  m a d e  i t  n e c e s s a ry  to  h a v e  a n  e x p a n s iv e  f isca l p o l ic y ,  in  w h ic h  so c ia l s e rv ic e s  
a n d  s u b s id iz e d  s u p p l i e s  p la y e d  a n  i m p o r t a n t  p a r t .  M o r e o v e r ,  t h e  n e e d  to  r e b u i ld  t h e  p r o d u c t iv e  s e c to r  
u s in g  a  m ix e d - e c o n o m y  a p p r o a c h  p la c e d  h e a v y  r e s p o n s ib i l i ty  o n  th e  S ta te .
A s  t h e  a r m e d  c o n f l ic t  g r e w  m o r e  i n t e n s e ,  n e w  d e m a n d s  in c r e a s e d  t h e  p r e s s u r e s  o n  p u b l ic  
s p e n d in g ,  a n d  th e  f isc a l d e f ic i t  b e g a n  to  b e  r e g a r d e d  a s  a  m a jo r  p r o b le m .  W h e n  th e  1 9 8 4  b u d g e t  w a s  
d r a w n  u p ,  a n  a t t e m p t  h a d  b e e n  m a d e  to  b r i n g  i t  i n to  b e t t e r  b a la n c e  b y  in c r e a s in g  t a x e s  a n d  
c o n t r a c t in g  s p e n d in g  o n  a  s e le c t iv e  b a s i s ,  b u t  t h e  in c r e a s e d  r e q u i r e m e n t s  o f  t h e  so c ia l s e c to r  a n d  o f  
d e f e n c e  p r e v e n t e d  t h e  a c h ie v e m e n t  o f  t h e s e  g o a ls .  W h e n  th e  b u d g e t  f o r  1985 w a s  p r e p a r e d ,  o n e  o f  
t h e  o b je c t iv e s  w a s  to  r e d u c e  th e  f isc a l d e f ic i t ,  b a s ic a lly  b y  c u t t in g  s p e n d in g  o n  a n y th in g  t h a t  w o u ld  n o t  
a ffe c t t h e  p r io r i t y  m a t t e r  o f  n a t io n a l  d e f e n c e .  I t  w a s  t h e r e f o r e  d e c id e d  to  c u rb  t h e  e x p a n s io n  o f  p u b l ic  
e m p l o y m e n t  a s  w e l l  a s  o f  so c ia l e x p e n d i t u r e ;  b e s id e s  t h i s ,  c o m m o d i ty  s u b s id ie s  w e r e  e l im in a t e d  a n d  
t r a n s p o r t  s u b s id ie s ,  r e d u c e d . I n v e s t m e n t s  c o n t in u e d  to  b e  r a t io n a l iz e d ,  b e in g  l im i te d ,  e x c e p t  in  
s p e c ia l  c a s e s ,  to  t h e  c o m p le t io n  o f  p r o je c t s  a lre a d y  in  p ro c e s s .  M e a s u r e s  w e r e  a ls o  t a k e n  to  r e d u c e  
g o v e r n m e n t  c o n s u m p t i o n  o f  g o o d s  a n d  s e rv ic e s ,  fe e s  f o r  s e rv ic e s  p r o v id e d  b y  S ta te  e n t e r p r i s e s  w e r e  
r a is e d  a n d  t a x  l e g i s l a t i o n  w a s  r e fo r m e d .
I n  D e c e m b e r  19 8 4  a p p r o v a l  h a d  b e e n  g iv e n  to  v a r io u s  ta x  r e f o r m s  w h ic h  c a m e  in to  fo rc e  in  
1 9 8 5 . C h ie f  a m o n g  th e s e  w e r e :  a )  t h e  L a w  o n  t h e  G e n e r a l  V a lu e  A d d e d  T a x ,  w h ic h  r e p la c e s  t h e
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G e n e r a l  S a le s  T a x  L a w  a n d  b r o a d e n e d  th e  b a s e  o n  w h ic h  th e  l a t t e r  in d i r e c t  t a x  w a s  i m p o s e d ;10 b )  t h e  
S e le c t iv e  C o n s u m p t io n  T a x  L a w , w h ic h  s e t  r a te s  o f  b e tw e e n  1 0 %  a n d  4 0 0 %  f o r  s o m e  4 0 0  p r o d u c t s ,  
e s t a b l i s h in g  h i g h e r  t a x e s  o n  i m p o r t e d  a n d  lu x u ry  p r o d u c t s ;  c )  t h e  C a p i ta l  G a in s  T a x  L a w , w h ic h  
p la c e d  a  p r o g r e s s iv e  ta x ,  r a n g i n g  f ro m  1 %  to  1 5 % , o n  in c r e a s e s  in  p r o p e r ty  v a lu e s ;  d )  t h e  P r e s u m e d  
I n c o m e  L a w , w h ic h  a u th o r iz e d  th e  M in i s t r y  o f  F in a n c e  to  e s ta b l i s h  a  " p r e s u m e d  a n n u a l  i n c o m e "  fo r  
t h e  l ib e r a l  p r o f e s s io n s  w h e n  p r a c t i s e d  p r iv a te ly ,  n o n - r e g u la t e d  t r a d e ,  r e n t a l s  p a id  in  d o l la r s ,  s e rv ic e s  
c o n n e c te d  w i th  r e s t a u r a n t s  a n d  t h e  l ik e , a n d  s m a ll  b u s in e s s e s ;  e )  t h e  C o r p o r a t io n  L a w  a n d  f )  t h e  
S ta m p  T a x  L a w .
D e s p i t e  e f fo r t s  to  e x p a n d  in c o m e  a n d  to  s p e n d  m o r e  c a u t io u s ly ,  t h e  b u d g e ta r y  e x e r c is e  fo r  1985 
c o n t in u e d  to  s h o w  s e r io u s  im b a la n c e s .  N e v e r t h e l e s s ,  f o r  t h e  s e c o n d  y e a r  r u n n i n g  th e  r a t i o  b e tw e e n  
th e  f isc a l d e f ic i t  a n d  th e  G D P w a s  b r o u g h t  d o w n  ( s e e  t a b le  2 2 ) .  G o v e r n m e n t  e x p e n d i t u r e  g r e w  a t  a  
h i g h e r  r a t e  t h a n  h a d  b e e n  e x p e c te d ,  b o th  b e c a u s e  a n  in c r e a s in g  s h a r e  o f  t h e  a m o u n t  s p e n t  is  d e v o te d  
to  d e f e n c e  a n d  s e c u r i ty 11 a n d  a s  a  r e s u l t  o f  u n p r e c e d e n te d  r i s e s  in  p r ic e s  a n d  w a g e s  ( s e e  ta b le  2 3 ) .  T h e  
in c r e a s e  in  g o v e r n m e n t  e x p e n d i t u r e  o c c u r r e d  d e s p i te  t h e  d e c l in e  in  p h y s ic a l  i n v e s tm e n t  in  r e a l  t e r m s  
a n d  t h e  n o t a b l e  d w in d l in g  o f  s e rv ic e  p a y m e n t s  o n  t h e  fo re ig n  d e b t.
I n  r e l a t i o n  to  t h e  f in a n c in g  o f  t h e  fisca l d e f ic i t ,  t h e  C e n t r a l  B a n k  h a d  a n  o u t s t a n d in g  s h a r e ,  
w h ic h  r o s e  f ro m  7 9 %  in  1 9 8 4  to  9 2 %  in  1 9 8 5 . F o r  i ts  p a r t ,  t h e  c o n t r i b u t i o n  o f  f o r e ig n  c r e d i t  to  t h e  
c o v e r a g e  o f  t h e  d e f ic i t  fe l l  f ro m  17 %  to  o n ly  7  % , w h i le  g r a n t s  in c r e a s e d  u n t i l  th e y  a lm o s t  e q u a l le d  t h e  
r e d u c e d  a m o u n t  o f  c r e d i t  ( s e e  t a b le  2 2 ) .
’”A rate o f 10Ç? was set on the value of the transfer, im port and leasing of goods and the provision of services. 
Agricultural inputs, basic foodstuffs, books and o ther printed m atter and goods and services for export were exem pt, while for 
certain transactions of goods and services, rates o f between 69? and 259? were imposed.
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1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
I n  1985  th e r e  w a s  a  p a r t i a l  r e v e r s a l  o f  t h e  t r e n d  to w a r d s  s t a g n a t io n  e x p e r ie n c e d  b y  t h e  P a n a m a n i a n  
e c o n o m y  in  t h e  p r e v io u s  b ie n n iu m . T h e  g r o s s  d o m e s t ic  p r o d u c t  g r e w  3 .3 % ,  a n d  a l t h o u g h  th i s  
in c r e a s e  w a s  le s s  t h a n  th o s e  o b s e rv e d  d u r in g  th e  b o o m  p e r io d  ( 1 9 7 9 -1 9 8 2 ) ,  i t  r e p r e s e n t e d  a  c h a n g e  
f ro m  t h e  d e p r e s s iv e  t r e n d s  o f  r e c e n t  y e a r s  ( s e e  ta b le  1). E v e n  so , t h e  u n e m p lo y m e n t  r a t e  ( 1 1 .8 % )  
w a s  t h e  h ig h e s t  r e c o r d e d  in  t h e  p r e s e n t  d e c a d e ,  a n d  in  u r b a n  a r e a s , w h e r e  i t  w a s  m a in ly  c o n c e n t r a te d ,  
u n e m p l o y m e n t  r e a c h e d  a  le v e l  o f  o v e r  1 5 % . A t  t h e  s a m e  t im e ,  a v e r a g e  w a g e s  a n d  s a la r ie s  d e c l in e d ,  
th i s  b e in g  d u e ,  l ik e  t h e  u n e m p lo y m e n t ,  to  t h e  s c a n t  d y n a m is m  o f  t h e  m a n u f a c tu r in g  s e c to r ,  w h ic h  is  
m a in ly  d i r e c te d  to w a r d s  t h e  d o m e s t ic  m a r k e t  ( s e e  f ig u re  1).
M o s t  o f  t h e  f e a tu r e s  o f  t h e  e c o n o m y 's  p e r f o r m a n c e  — e s p e c ia l ly  t h e  le s s e r  in f lu e n c e  o f  t h e  
p u b l ic  s e c to r  o n  t h e  e c o n o m ic  a g g r e g a te s —  w a s  t h e  r e s u l t  o f  t h e  a d ju s tm e n t  p o lic y  w h ic h  h a s  b e e n  
a p p l ie d  d u r in g  t h e  la s t  tw o  y e a r s ,  o n  t h e  b a s is  o f  c o m m i tm e n t s  a g re e d  u p o n  w i th  t h e  i n t e r n a t io n a l  
f in a n c ia l  c o m m u n i ty .  D u r i n g  t h e  y e a r  a  n e w  l e t t e r  o f  i n t e n t  w a s  s ig n e d  w i th  t h e  I n t e r n a t i o n a l  
M o n e ta ry  F u n d  (IM F), w h ic h  b a s ic a lly  e m p h a s iz e s  t h e  n e e d  f o r  a n  e v e n  g r e a t e r  r e s t r u c t u r i n g  a n d  
c o n t r a c t io n  o f  t h e  p u b l ic  s e c to r ,  a s  w e l l  a s  m e a s u r e s  to  r e n d e r  t h e  la b o u r  m a r k e t  m o r e  f le x ib le ,  a s  p a r t  
o f  a  s t r a te g y  a im e d  a t  p r o m o t i n g  e x p o r t s ,  t r a n s f e r r i n g  s o m e  p u b l ic  e n t e r p r i s e s  to  p r i v a t e  o w n e r s h ip ,  
a n d  r e d u c in g  su b s id ie s .
T h e  s e rv ic e s  s e c to r  a n d  e x t e r n a l  t r a n s a c t io n s  w e r e  o n c e  a g a in  th o s e  w h ic h  g a v e  th e  b ig g e s t  
b o o s t  to  t h e  e c o n o m y . R e - e x p o r t s ,  w h ic h  h a d  d e c l in e d  o v e r  t h e  la s t  t h r e e  y e a r s ,  r o s e  b y  o v e r  U S $ 2 5 0  
m i l l io n  ( a  1 7 .6 %  in c r e a s e ) .  E x p o r t s  o f  g o o d s ,  b o th  o f  t r a d i t i o n a l  a n d  n o n - t r a d i t i o n a l  p r o d u c t s ,  a ls o  
w e n t  u p  s ig n if ic a n t ly ,  a n d  a l th o u g h  in  t h e  l a t t e r  c a s e  t h e  p a c e  w a s  lo w e r  t h a n  in  t h e  1 9 7 0 s th i s  m a r k e d  
a  c h a n g e  f ro m  t h e  d o w n w a r d  t r e n d  s h o w n  s in c e  1981 b y  e x p o r t s  o f  g o o d s . L ik e w is e ,  in c o m e  fo r  
t r a n s i t  s e rv ic e s ,  e x t e r n a l  to  t h e  e c o n o m y , g r e w  a t  a  r e a l  r a t e  c lo s e  to  5 % , b o o s t in g  th e  r e s t  o f  t h e  
e c o n o m y .
T h e  a l t e r n a t iv e  g r o w th  s o u rc e , w h ic h  d u r in g  th e  1 9 70s b a s ic a lly  d e p e n d e d  o n  t h e  t e r t ia r y  s e c to r  
( e sp e c ia lly  b a n k in g  a n d  f in a n c ia l  s e rv ic e s ) ,  s h o w e d  lo w e r  e x p a n s io n  r a te s .  A c c o r d in g  to  in c o m p le te  
d a ta  f o r  t h e  la s t  q u a r t e r  o f  1 9 8 5 , h o w e v e r ,  t h e  d e c l in e  in  d e p o s i ts  in  t h e  b a n k in g  c e n t r e  w a s  c h e c k e d  
a n d  p r o g r e s s  h a s  b e e n  m a d e  to w a r d s  a  m o r e  s ta b le  s i tu a t io n .
I n f la t io n  r a te s  w e r e  t h e  lo w e s t  in  r e c e n t  y e a r s ,  d e s p i te  r i s e s  in  c o n s u m e r  p r ic e s  o f  s o m e  
fo o d s tu f fs  a n d  b a s ic  s e rv ic e s . T h is  e v id e n c e d  th e  c lo s e  l in k  w h ic h  e x i s ts  b e tw e e n  d o m e s t ic  p r ic e s  a n d  
i n t e r n a t io n a l  in f la t io n  in  a n  e c o n o m y  a s  o p e n  a s  t h a t  o f  P a n a m a .
C e n t r a l  g o v e r n m e n t  in c o m e  r e c o v e r e d ,  i n c r e a s in g  b y  o v e r  1 7 % , a n d  th i s  — in  c o n ju n c t io n  w i th  
a  15 %  r e d u c t io n  in  to ta l  e x p e n d i tu r e —  b r o u g h t  d o w n  t h e  f isc a l d e f ic i t  s ig n if ic a n tly . I n  fac t, th e  
c o e f f ic ie n t  o f  t h e  l a t t e r  w i th  r e s p e c t  to  t h e  d o m e s t ic  p r o d u c t  d e c l in e d  f ro m  1 2 .7 %  to  4 .1 % .
O n e  o f  t h e  m o s t  c r i t ic a l  p r o b le m s  w h ic h  t h e  c o u n try  h a s  h a d  to  face  s in c e  1983  h a s  b e e n  th e  
g r o w in g  b u r d e n  o f  t h e  e x t e r n a l  d e b t  o n  th e  b a la n c e  o f  p a y m e n ts .  In  O c to b e r  1985  th e  r e n e g o t i a t i o n  
b e g u n  e a r ly  in  t h e  y e a r  w a s  c o m p le te d .  T h r o u g h  th i s  m e c h a n is m ,  a d d i t io n a l  c r e d i t s  f o r  U S $ 6 0  m i l l io n  
w e r e  o b ta in e d ,  t h e i r  d i s b u r s e m e n t  b e in g  c o n d i t io n a l  o n  th e  fu l f i l lm e n t  o f  c o m m i tm e n t s  w h ic h  h a v e  
g iv e n  r i s e  to  p o l i t i c a l  r e s i s t a n c e .  T h e  la b o u r  o r g a n iz a t io n s  b a v e  c h a l le n g e d  t h e  p r o p o s e d  r e f o r m s  to  
t h e  la b o u r  c o d e ,  a n d  t h e  e n t r e p r e n e u r i a l  s e c to r  h a s  m o v e d  a g a in s t  t a x  in c r e a s e s ,  b o t h  o f  w h ic h  
m e a s u r e s  f o rm  p a r t  o f  t h e  d o m e s t ic  a d ju s tm e n t  p a c k a g e .
In  b r ie f , t h e  a p p l i c a t i o n  o f  a n  a c c e le ra te d  a d ju s tm e n t  s t r a te g y  g a v e  r i s e  to  so c ia l  t e n s io n s  w h ic h  
m a y  b e  p a r t ly  r e s p o n s ib l e  f o r  t h e  c h a n g e  in  g o v e r n m e n t  w h ic h  to o k  p la c e  in  S e p te m b e r ,  a f te r  th e  
r e s i g n a t i o n  o f  P r e s i d e n t  A r d i t to  B a r le t t a ,  w h o  h a d  b e e n  e le c te d  in  1984 . F u r t h e r m o r e ,  a l th o u g h  th e  
g r o s s  n a t i o n a l  p r o d u c t  w e n t  u p  o w in g  to  t h e  r e c o v e ry  o f  t h e  t e r t ia r y  s e c to r  a n d  g r o s s  n a t io n a l  in c o m e  
in c r e a s e d  b y  4 .8 %  ( i.e ., s o m e w h a t  f a s te r  t h a n  th e  g r o s s  d o m e s t ic  p r o d u c t )  d u e  to  a n  i m p r o v e m e n t  in
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t h e  t e r m s - o f - t r a d e  e f fe c t w h ic h  r e v e r s e d  i t s  n e g a t iv e  t r e n d ,  a v e r a g e  w a g e s  c o n t r a c t e d  in  b o th  n o m in a l  
a n d  r e a l  t e r m s  a n d  u n e m p l o y m e n t  r o s e  to  u n p r e c e d e n te d  le v e ls .
T h e  p r e s e n t  g o v e r n m e n t  i s  h o ld in g  n e g o t i a t i o n s  w i t h  t h e  i n t e r n a t io n a l  f in a n c ia l  c o m m u n i ty ,  
b u t  t h e s e  a r e  e v o lv in g  w i t h i n  a  c o n te x t  o f  r ig id i ty  w h ic h  le a v e s  l i t t le  r o o m  f o r  a c c o m m o d a t in g  
d o m e s t i c  p o l i t i c a l  t e n s io n s .  T h e  p r o g r e s s  m a d e  in  t h e  f isc a l a r e a  in  1985 c o u ld  b e  w ip e d  o u t  i f  it  
p r o v e s  im p o s s ib l e  to  r e a c t iv a te  t h e  d o m e s t ic  p r o d u c t iv e  s e c to r s  ( e sp e c ia lly  m a n u f a c tu r in g )  o r  i f  t h e r e  
a re  o b s ta c le s  to  t h e  c o n t in u e d  e x p a n s io n  o f  b a s ic  s e rv ic e s . I t  i s  p o s s ib le  t h a t  t h e r e  m a y  b e  a  s la c k e n in g  
in  t h e  g r o w th  o f  e le c t r i c  p o w e r  g e n e r a t i o n  a c h ie v e d  a s  a  r e s u l t  o f  th e  m a t u r in g  o f  i n v e s tm e n t s  m a d e  
s o m e  y e a r s  a g o . L ik e w is e ,  in c o m e  f r o m  t h e  i n te r o c e a n ic  tr a f f ic  m ig h t  d e c l in e  d u e  to  a  p o s s ib le  
d e t e r i o r a t i o n  in  i n t e r n a t io n a l  t r a d e .
T a b le  1
P A N A M A : M A IN  E C O N O M IC  I N D IC A T O R S
A . B a sic  e c o n o m ic  in d ic a to r s
G ro ss  d o m e s tic  p ro d u c t a t m a rk e t p rices
1979 1980 1981 1982 1983 1984 1985"
(in d ex  1980 =  100) 86.9 100.0 104.0 109.1 109.0 108.6 112.2
G ro ss  n a tio n a l in co m e ( in d ex  1980 =  100) 88.6 100.0 104.8 106.6 110.9 113.0 118.2
P o p u la tio n  (m illio n s  o f  in h a b ita n ts )  
P e r  cap ita  g ro ss d o m e s tic  p ro d u c t
1.88 1.96 2.00 2.04 2.09 2.13 2.18
(in d ex  1980 =  100) 90.5
G ro w th i ra tes
B . S h o r t- ru n  e c o n o m ic  in d ic a to r s
100.0 101.8 104.5 102.2 99.6 100.7
G ro ss d o m e s tic  p ro d u c t 4.1 15.1 4.0 4.9 -0.1 -0.4 3.3
P e r  cap ita  g ro ss d o m es tic  p ro d u c t 1.8 10.6 1.8 2.7 -2.2 -2.5 1.2
P e r  cap ita  g ro ss n a tio n a l incom e -0.8 8.5 2.6 -0.5 1.8 -0.2 2.4
O p e n  u n e m p lo y m e n t ra te 8.8 8.4 8.4 9.7 9.9 11.8
C o n su m e r  p rices
D ec e m b e r to  D ec e m b e r 10.0 14.4 4.8 3.7 2.0 0.9 0.4
V a r ia tio n  b e tw e e n  an n u a l av erages 6.5 13.8 7.3 4.2 2.1 1.6 1.1
R eal w ages and  sa la rie s ' 5.9 2.5 3.3 9.2 4 .8 2.3 -2.5
C u rre n t  in co m e  o f  g o v e rn m e n t 23.4 42.0 13.5 7.3 6.8 1.1 17.4
T o ta l e x p e n d itu re  o f  g o v e rn m e n t 44.2 14.1 14.3 33.5 -15.7 9.0 -15.0
F iscal d e f ic it/to ta l e x p e n d itu re  o f  g o v e rn m e n t 47.5 34.6 35.1 47 .8 33.9 38.7 15.3
Fiscal d e f ic it/g ro s s  d o m es tic  p ro d u c t 15.8 10.4 11.0 18.2 10.6 12.7 4.1
C u r re n t  v a lu e  o f  e x p o r ts  o f  g o o d s  an d
se rv ices
C u rre n t v a lu e  o f  im p o r ts  o f  g o o d s an d
21.3 537 .6 12.0 -5.1 -30.6 0.5 15.8
se rv ices 24.7 175.8 10.7 -8.2 -23.7 6.7 5.0
T e rm s  o f  tra d e  (g oods an d  se rv ices) -6.2 -9.1
M il l io n s  o f  d o lla rs
C  E x te rn a l  s e c to r
-6.1 -6.5 11.3 2.2 0.4
T ra d e  b a lan ce  (g o o d s an d  se rv ices) -228 -261 -329 -123 103 -69 139
N e t  p a y m e n ts  o f  p ro fits  an d  in te re s t -98 -56 -362 37 110 -85 -268
B a la n ce  o n  c u r re n t  accoun t -363 -377 -23 -152 143 -227 91
B a lan ce  o n  cap ita l account 335 389 -52 136 -156 141
V a r ia t io n  in  in te rn a tio n a l  re se rv e s -21 17 -68 -9 -3 -70
D isb u rse d  p u b lic  e x te rn a l  d eb t 2  0 0 8 2  210 2  333 2  820 3 392 3 644 3 642
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Percentages. c Wages and salaries at national level. Refers to external public debt.
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F ig u re  1
P A N A M A : M A IN  E C O N O M IC  IN D IC A T O R S
15 r
19 7 0
G ro s s  d o m e s tic  p r o d u c t
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G ro s s  n a t io n a l  in c o m e 8
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F ig u re  1 ( c o n c lu s io n )
Source: ECLA C, on the  basis o f official figures.
aA n n u a l grow th  rate . t>Annual average national u rb an  rate. cP ercen tage variation  from
D ecem ber to  D ecem ber. ABillions o f dollars. eU p to  1979 refers to  the  public deb t and since
1980 to  th e  to ta l d e b t
2 . T r e n d s  i n  e c o n o m i c  a c t i v i t y
a )  Total supply and dem and
T o ta l  s u p p ly  in c r e a s e d  b y  3 .1 %  o v e r  t h e  la s t  y e a r ,  t h u s  m a i n t a i n i n g  th e  g r o w th  r a t e  b e g u n  in  
1 9 7 8 , e x c e p t  fo r  t h e  fa ll r e g i s t e r e d  in  1 9 8 3 . I t  c o n s e q u e n t ly  r e a c h e d  a  le v e l  8 .1 %  h i g h e r  ( in  198 0  
d o l la r s )  t h a n  t h a t  a c h ie v e d  in  1 9 8 0 , g iv in g  a  s u s ta in e d  a v e r a g e  a n n u a l  g r o w th  r a t e  o f  n e a r ly  2  %  in  th e  
la s t  f iv e  y e a r s .  T h is  w a s  f a v o u re d  b y  th e  3 .3 %  g r o w th  in  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  w h ic h  th u s  
s u r m o u n te d  th e  s t a g n a t io n  in  t h e  1 9 8 3 -1 9 8 4  b ie n n iu m . I m p o r t s ,  f o r  t h e i r  p a r t ,  e x p a n d e d  in  r e a l  
t e r m s  b y  2 .7 %  w h ic h  r e p r e s e n t e d  a  m a r k e d  d r o p  f ro m  t h e i r  6 .7 %  g r o w th  r a te  a c h ie v e d  in  1984 .
O n  th e  o t h e r  h a n d ,  a c c o r d in g  to  p r o v i s io n a l  e s t im a te s  t h e r e  w a s  a  s t a g n a t io n  in  d o m e s t ic  
d e m a n d ,  b a s ic a lly  d u e  to  a  c o n t r a c t io n  in  p u b l ic  e x p e n d i tu r e ,  w h ic h  w a s  p a r t ly  o f fs e t  b y  th e  m o r e  
f a v o u ra b le  e v o lu t io n  o f  t h e  p r i v a t e  s e c to r  ( s e e  ta b le  2 ) .
I n  k e e p i n g  w i t h  t h e  a u s te r i ty  m e a s u r e s  r e s u l t i n g  f ro m  t h e  a d ju s tm e n t  p o lic y , p u b l ic  s e c to r  
e x p e n d i t u r e  w a s  r e s t r i c t e d  a s  r e g a r d s  b o th  g o v e r n m e n t  i n v e s tm e n t  a n d  c o n s u m p t io n .  T h e  6 .2  %  d r o p  
in  p u b l ic  c a p i t a l  f o r m a t io n  w a s  a ls o  d u e  to  t h e  c o n c lu s io n  in  1 9 8 4  o f  t h e  t r a n s - I s t h m i a n  o il  p i p e l i n e  a s  
w e l l  a s  o f  s o m e  m a jo r  w a t e r  w o r k s .  G iv e n  t h e i r  s iz e , th e s e  p r o je c t s  in f lu e n c e d  t h e  c o u n t r y 's  
m a c r o e c o n o m ic  v a r ia b le s  fo r  s e v e ra l  y e a r s .  G o v e r n m e n t  c u r r e n t  e x p e n d i tu r e ,  f o r  i ts  p a r t ,  d e c l in e d  fo r  
t h e  t h i r d  y e a r  in  a  ro w .
A f te r  a  s u s ta in e d  fa ll in  t h e  p r e v io u s  t h r e e  y e a r s ,  p r i v a t e  i n v e s tm e n t  r e c o v e r e d  to  a  c e r ta in  
e x t e n t  ( 3 .4 % )  in  1 9 8 5 , b a s ic a lly  d u e  to  p u r c h a s e s  o f  m a c h in e r y  a n d  e q u ip m e n t ,  s in c e  p r iv a t e  
c o n s t r u c t io n  r e m a in e d  d e p r e s s e d .
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Table 2
T o ta l  su p p ly
G ro ss d o m es tic  p ro d u c t 
a t m a rk e t p rices 
Im p o rts  o f  goods and 
se rv ices
T o ta l  d e m a n d
D o m e s tic  d em an d  
G ro ss  d o m es tic  
in v e s tm e n t
G ro ss  fixed in v e s tm e n t 
C o n s tru c tio n  
M a ch in e ry  and 
e q u ip m e n t 
P ub lic  
P riv a te
C h a n g es in  stocks 
T ota l c o n su m p tio n  
G e n e ra l g o v e rn m e n t 
P riv a te
E x p o rts  o f  goods and 
se rv ices
In d ex es  
1980 =  100
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1980 1985" 1982 1983 1984 1985°
103.2 104.9 108.1 147.4 142.0 3.8 -3 .2 1.6 3.1
109.0 108.6 112.2 100.0 100.0 4.9 -0.1 -0 .4 3.3
90.8 96.9 99.5 47.4 42.0 1.4 -10.2 6.7 2.7
103.2 104.9 108.1 147.4 142.0 3.8 -3 .2 1.6 3.1
102.9 108.1 107.9 103.3 99.4 2.2 -4.1 5.1 -0.1
82.8 75.3 79.1 27.7 19.5 -7.1 -20.8 -9.1 5.0
91.2 85.7 85.7 24.3 18.6 0.9 -22.6 -6 .0 -
90.7 80.3 79.3 15.9 11.2 13.9 -28.8 -11.5 -1.3
91.9 95.8 97.7 8.5 7.4 -20.7 -7.7 4.2 2.0
73.7 74.7 70.1 9 9 6.2 28.1 -35.6 1.4 -6.2
103.2 93.2 96.4 14.4 12.4 -11.3 -14.1 -9 .6 3.4
22 .9 0.6 31.4 3.4 0.9
110.3 120.1 118.5 75.6 79.8 5.9 1.8 8.9 -1.3
120.7 111.1 105.5 19.1 18.0 9.1 -5 .9 -8 .0 -5.0
106.7 123.2 122.9 56.5 61.9 4.6 5.1 15.4 -0.2
103.8 97.3 108.5 44.0 42 .6 8.0 -0 .8 -6.3 11.6
Source: ECLAC calculations on the basis of figures supplied by the Controller-General of the Republic, Statistics and Census Office.
° Preliminary figures. The figures for exports and imports of goods and services were taken from balance-of-payments data expressed in
dollars at current prices, which were converted to constant 1980 values using price indexes calculated by ECLAC for the purpose.
A f te r  r i s i n g  c o n t in u o u s ly  in  r e c e n t  y e a r s ,  p r i v a t e  c o n s u m p t io n  p r a c t ic a l ly  s t a g n a t e d  in  1 9 8 5 , 
r e f le c t in g  t h e  e f fe c ts  o f  t h e  a d ju s tm e n t  p o l ic y , w h ic h  h a d  a  m a r k e d  in f lu e n c e  o n  t h e  d e t e r i o r a t i o n  in  
r e a l  w a g e s  a n d  o n  t h e  in c r e a s e  in  t h e  u n e m p l o y m e n t  r a te .
W i t h i n  to ta l  d e m a n d ,  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  s h o w e d  th e  g r e a t e s t  d y n a m is m  ( a lm o s t  
1 2 %  g r o w th  in  r e a l  t e r m s )  a s  a  r e s u l t  o f  a  m a jo r  r e c o v e ry  in  v o lu m e ,  t h o u g h  th i s  w a s  p a r t l y  
n e u t r a l i z e d  b y  a  d r o p  in  i n t e r n a t io n a l  p r ic e s .  S e rv ic e s  a ls o  e v o lv e d  a t  a  d y n a m ic  r a t e ,  b o o s te d  b o th  b y  
th e  C a n a l  e c o n o m y  a n d  b y  s e rv ic e s  in  c o n n e c t io n  w i th  t h e  o il  p i p e l in e  a s  f ro m  th e  e n d  o f  1984 .
b )  Evolution o f  the main sectors
T h e  p o s i t i v e  e v o lu t io n  in  t h e  v a lu e  a d d e d  in  b a s ic  s e rv ic e s  •— tra n s p o r t ,  s to r a g e  a n d  
c o m m u n ic a t io n s —  r e s u l t e d  f ro m  a n  u p t u r n  in  t h e  a c t iv i t ie s  o f  t h e  in te r o c e a n ic  c a n a l  a n d  t h e  C o ló n  
F r e e  Z o n e  ( s e e  ta b le  3 ). I n  a d d i t io n ,  t h e  r e a c t iv a t io n  o f  w o r k s  b e g u n  s o m e  y e a r s  b e f o re  c o n s id e ra b ly  
in c r e a s e d  th e  g e n e r a t i o n  o f  h y d r o e le c t r ic i ty  a n d  th u s  g a v e  a  s u p p ly  s t r u c tu r e  le s s  d e p e n d e n t  o n  
n o n - r e n e w a b le  im p o r t e d  e n e r g y  p r o d u c t s .
O n  t h e  o t h e r  h a n d ,  t h e  c o m m e r c ia l  s e c to r  c o n t in u e d  to  s t a g n a te  a n d  th e  f in a n c ia l  s e c to r  lo s t  
d y n a m is m . T h e  P a n a m a n i a n  b a n k in g  s y s te m , w h ic h  i s  h ig h ly  d e p e n d e n t  o n  i n t e r n a t io n a l  o p e r a t i o n s ,  
su f fe re d  t h e  a d v e r s e  e f fe c ts  o f  t h e  i n d e b te d n e s s  c r is is  a f fe c tin g  th e  c o n t in e n t .  A t  t h e  lo c a l le v e l ,  t h e r e  
w a s  s o m e  b o o s t  f ro m  a n  in c r e a s e  in  f in a n c ia l  o p e r a t i o n s  f o r  t h e  p u b l ic  s e c to r .
P r o d u c t io n  o f  g o o d s  g r e w  1 .2% , b u t  p e r f o r m a n c e  w a s  u n e v e n :  t h e  g r e a te s t  i n c r e m e n t  w a s  in  
t h e  a g r ic u l tu r a l  s e c to r  ( 2 .9 % )  w h i l e  m a n u f a c tu r e s  o n ly  g r e w  b y  a r o u n d  1 % , a f te r  tw o  y e a r s  o f  
d e c l in e s ,  a n d  m in i n g  a n d  c o n s t r u c t io n  s u f fe re d  c o n t r a c t io n s .
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i)  Agriculture. T h e  g r o w th  r a t e  o f  a g r ic u l tu r a l  o u tp u t ,  a l th o u g h  s l ig h t ly  e x c e e d in g  t h a t  o f  1 984 , 
w a s  le s s  t h a n  in  an y  o f  t h e  y e a r s  b e tw e e n  1975  a n d  1983 ( s e e  t a b le  4 ) .  T h e  l iv e s to c k  s u b s e c to r  
i n c r e a s e d  m o r e  ( 2 .3 % )  t h a n  c r o p - f a r m in g  ( 2 .1 % ) ,  e s p e c ia l ly  in  i t e m s  i n t e n d e d  f o r  d o m e s t ic  c o n ­
s u m p t i o n ,  s in c e  t h e r e  w a s  a  d r o p  in  m e a t  a n d  c a t t l e  e x p o r t s .  N o n - t a r i f f  a n d  s a n i ta ry  r e s t r i c t i o n s  
c o n t in u e d  to  a ffe c t t h e  c o u n t r y 's  e x p o r t  c a p a c ity .
E x c e p t  f o r  c o f fe e , t h e  t r a d i t i o n a l  e x p o r t  p r o d u c t s  t u r n e d  in  a n  u n f a v o u ra b le  p e r f o r m a n c e .  
B a n a n a  p r o d u c t i o n  c o n t in u e d  to  s t a g n a t e ,  a n d  a l th o u g h  a c c o rd in g  to  p r o v i s io n a l  f ig u re s  t h e  s u g a r ­
c a n e  h a r v e s t  e x c e e d e d  t h a t  o f  1 9 8 4 , i ts  e x p o r t  v a lu e  c o n t in u e d  to  d e c l in e  d u e  to  a  d r o p  in  w o r ld  p r ic e s .
A m o n g  t h e  c r o p s  in c lu d e d  a m o n g  n o n - t r a d i t i o n a l  e x p o r t s  — th r o u g h  w h ic h  i t  i s  a im e d  to  t a k e  
a d v a n ta g e  o f  t h e  a c c e ss  to  t h e  U n i t e d  S ta te s  m a r k e t  o p e n e d  u p  b y  th e  C a r ib b e a n  B a s in  I n i t i a t i v e —  
s o m e  f ru i t s  a n d  v e g e t a b l e s  w h e n  su c c e ss fu lly  p la c e d  o n  t h e  A m e r ic a n  m a r k e t ,  t h u s  c o n t r ib u t in g  to  t h e  
o v e r a l l  s l ig h t  g r o w t h  o f  c r o p  f a rm in g .
H a r v e s t s  o f  c r o p s  i n t e n d e d  f o r  d o m e s t ic  c o n s u m p t io n  m a in t a in e d  a lm o s t  t h e  s a m e  le v e ls  
r e c o r d e d  in  t h e  tw o  p r e v io u s  y e a r s .  R ic e  p r o d u c t io n  fa i le d  to  r e c o v e r  t h e  1983 le v e l ,  w h i le  o u t p u t  o f  
c a s s a v a , to b a c c o  a n d  p in e a p p l e  r e m a in e d  u n c h a n g e d .  T h is  p e r f o r m a n c e  w a s  p a r t ly  d u e  to  t h e  la c k  o f  
p r o d u c t io n  in c e n t iv e s  a n d  to  t h e  c o n t in u in g  d e t e r i o r a t i o n  in  t h e  p r ic e s  r e c e iv e d  b y  f a rm e r s .  A g r ic u l ­
t u r a l  i m p o r t s ,  e s p e c ia l ly  t h o s e  o f  b a s ic  g r a in s  so ld  in  t h e  c o u n t r y  a t  lo w e r  p r ic e s  t h a n  t h o s e  in  t h e  
m a r k e t ,  a ls o  h e lp e d  to  d i s c o u r a g e  d o m e s t ic  p r o d u c t io n  ( s e e  t a b le  5 ). O n ly  t h e  m a iz e  h a r v e s t  m a n a g e d  
to  r e c o v e r  i t s  1983  v o lu m e  a n d  e v e n  to  e x c e e d  p a s t  le v e ls ,  b e c a u s e  a l th o u g h  th e  p r o d u c e r  p r i c e  w a s  
lo w e r  t h a n  in  1 9 8 4 , t h e r e  w a s  in c r e a s e d  d e m a n d  f ro m  t h e  l iv e s to c k  s u b s e c to r ,  e s p e c ia l ly  fo r  p ig  a n d  
p o u l t r y  fe e d . T h e  s l ig h t  d r o p  in  t h e  n u m b e r  o f  p o u l t r y  w a s  o f fs e t  b y  a n  in c r e a s e  in  t h a t  o f  p ig s .
T a b le  3
P A N A M A : G R O S S  D O M E S T IC  P R O D U C T  B Y  K I N D  O F  
E C O N O M IC  A C T I V IT Y , A T  1980 M A R K E T  P R IC E S
In d ex es  P e rc e n ta g e
1980 =  100 b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
G ro s s  d o m e s tic  p ro d u c t 109.0 108.6 112.2 100.0 100.0 4 .9 -0.1 -0 .4 3.3
G o o d s 98 .4 95 .4 96 .6 26.5 22 .8 6.0 -9.5 -3 .0 1.2
A g r ic u ltu re 6 110.0 110.2 113.4 9.0 9.1 -1.5 3.1 0.2 2.9
M in in g 109.7 83.9 80.6 0.2 0.1 7.9 -17.1 -23.5 -3.8
M a n u fac tu rin g 97.0 96.5 97.4 10.0 8.7 2.2 -1.8 -0 .6 1.0
C o n s tru c tio n 85.6 75.9 75.1 7.3 4.9 20  5 -31.2 -11.3 -1.1
B a sic  se rv ices 128.4 123.9 130.3 23 .4 27 .2 11.6 8.9 -3.5 5.2
E lectric ity , gas and  w a te r  
T ra n s p o r t , s to rag e  and
121.3 120.9 127.3 3.2 3.6 5.3 9.6 -0.3 5.3
c o m m u n ic a tio n s 129.5 124.3 130.7 20.2 23 .6 12.6 8.8 -4.0 5.1
O th e r  se rv ices
W h o le sa le  and  re ta il co m m erce ,
109.6 112.5 115.5 52.0 53.5 3.1 1.0 2 .6 2.7
re s ta u ra n ts  and  h o te ls  
F in an c ia l e s ta b lis h m e n ts , 
in su ran ce , real e s ta te  and
93.4 94.0 94.9 17.4 14.7 -0.8 -4 .6 0.6 1.0
b u sin e ss serv ices 116.3 119.6 122.2 14.1 15.4 3.8 4.1 2.9 2.2
O w n e rsh ip  o f  d w e llin g s  
C o m m u n ity , social and
108.9 112.0 115.2 7.0 7.1 3.2 2.8 2.8 2.9
p e rso n a l serv ices 118.7 123.2 128.2 20.5 23.5 5.7 3.4 3.7 4.1
G o v e rn m e n t se rv ices 119.6 123.4 129.7 12.5 14.5 4.1 3.7 3.2 5.1
Source: ECLAC, on the basis o f figures supplied by the Controller-General o f the Republic, Statistics and Census Office.




PANAMA: INDICATORS OF AGRICULTURAL PRODUCTION
G ro w th  ra tes
1975 1980 1983 1984" 1985"
1982 1983 1984 1985°
In d e x  o f  a g r ic u l tu ra l
p r o d u c t io n  (1970  =  100) 125.5 144.0 163.4 166.9 169.1 2 .8 3.7 1.6 1.9
C ro p -fa rm in g 106.7 111.6 120.9 119.0 121.5 -5.0 5.5 -1.6 2.1
S to ck -ra is in g 116.5 139.1 167.1 174.1 178.1 3.5 8.6 4.2 2.3
F o re s try 101.3 109.2 133.6 137.1 137.9 4.3 21 .6 2.6 0.6
P r o d u c t io n  o f  m a in  c ro p s
F o r e x p o r t
B a n an as 989 103 5 10 4 5 1 056 1 067 -1.1 1.1 1.1 1.0
S ugar cane 1 925 2  048 2  135 1 821 -19.2 2.0 -14.7
Coffee 5 8 9 11 14.3 12.5 22.2
F o r  d o m es tic  c o n su m p tio n
R ice 185 170 199 175 176 -9.7 13.1 -12.1 0.6
M a ize 65 55 74 71 74 8.8 19.4 -4.1 4.5
B e an s 4 3 3 3 -33.3 50.0 -
T obacco 1 2 1 1 -50.0 - -
C assav a 40 43 45 46 46 1.3 1.2 1.1 1.0
P in e a p p le 7 7 8 8 8 5.8 5.3 - -
C o co n u ts 25 23 23 22 22 -0.7 -1.1 -1.1 -
I n d ic a to r s  o f  s to c k - r a is in g
p r o d u c t io n
S to ck s '
C a ttle 1 348 1 405 1 459 1 452 2.1 0.2 -0.5
P ig s 166 212 197 195 208 -5.5 -4.4 -1.0 6.7
P o u ltry 3 704 4  797 5 702 6 005 5 789 -24.3 25.5 5.3 -3 .6
N u m b e r  o f  a n im a ls  s lau g h te red '
C a ttle 222 215 277 284 294 15.9 - 2.5 3.5
P ig s 87 121 122 133 138 -1.5 -6.2 9.0 3.8
P o u ltry 8 708 13 906 17 888 19 402 -14.0 49 .6 8.5
O th e r  p ro d u c ts
M i i r 70 91 85 93 - -5.6 9.4
E g g s ' 239 188 214 225 7.0 8.1 5.1
Source: ECLAC, on the basis of official figures supplied by the Ministry of Agricultural Development and the Controller General of the 
Republic, Statistics and Census Office.
"Preliminary figures. AThousands of tons. cThousand head. Millions of litres. 'Millions of units.
I n  t h e  f is h e ry  s u b s e c to r  t h e  c a tc h  fo r  e x p o r t  in c r e a s e d .  F i s h m e a l  s a le s  r e c o v e r e d  t h e i r  1 9 8 0  le v e l  
a n d  e x p o r t s  o f  s h r i m p  a n d  s h e l lf i s h ,  e s p e c ia l ly  a s  c a n n e d  fo o d , a ls o  r o s e ,  b u t  w i th o u t  r e a c h in g  th e  
a m o u n ts  r e c o r d e d  in  t h e  e a r ly  y e a r s  o f  t h e  p r e s e n t  d e c a d e . T h e  g o v e r n m e n t  p o lic y  a im e d  a t  b o o s t in g  
s h r i m p - r a i s i n g  a n d  p r o m o t i n g  f is h  f a r m s  h a s  n o t  y e t  b e e n  r e f le c te d  in  in c r e a s e d  o u tp u t .
i i)  Manufacturing. A f te r  t h e  s t a g n a t io n  r e g i s t e r e d  in  m a n u f a c tu r in g  in  1 9 8 4 , o u tp u t  a c tu a lly  
w e n t  d o w n  m a r k e d ly  in  1 985 . T h e  m o s t  a f fe c te d  s u b s e c to r s  w e r e  t h e  c h e m ic a ls  a n d  p e t r o l e u m  
p r o d u c t s  in d u s t r y ,  c e m e n t  a n d  g la s s ,  a n d  m is c e l la n e o u s  m a n u f a c tu r e d  g o o d s  ( s e e  t a b le  6 ) . T h e  
p e r f o r m a n c e  b y  b r a n c h e s  w a s  u n e v e n :  a m o n g  th o s e  w i th  t h e  g r e a t e s t  w e ig h t  (n e a r ly  5 0 %  o f  t h e  
s u b s e c to r )  t h e  fo o d  in d u s t r y  g r e w  4 .2 % ,  w h i le  a m o n g  t h o s e  w h ic h  a c c o u n t  f o r  3 0 %  o f  t h e  p r o d u c t ,  
c h e m ic a ls  d e c l in e d  b y  a lm o s t  1 6 % . T h e  s c a n t  d y n a m is m  o f  t h e  s e c to r  w a s  r e f le c te d  in  s o m e  in d i r e c t  
in d i c a to r s  o f  m a n u f a c tu r in g  a c tiv ity , s u c h  a s  th e  i n d u s t r i a l  c o n s u m p t io n  o f  e le c tr ic i ty  (w h ic h  h a s  
s t a g n a t e d  s in c e  1 9 8 4 ) a n d  e m p lo y m e n t  ( w h o s e  le v e l  d e c l in e d  b e lo w  t h a t  o f  1 9 8 0 ).
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T h e  e v o lu t io n  o f  i t e m s  o f  le s s  r e la t iv e  im p o r t a n c e ,  w h o s e  c u m u la t iv e  d r o p  m o r e  t h a n  e x c e e d e d  
th e  in c r e a s e s  in  o t h e r  b r a n c h e s ,  e x p la in s  t h e  p e r f o r m a n c e  o f  t h e  s e c to r  a s  a  w h o le .  I n f lu e n c in g  th i s  
p h e n o m e n o n  a r e  t h e  s p e c ia l  d e m a n d  f e a tu r e s  o f  e a c h  b r a n c h  a n d  t h e  d i f f e r e n t  r o le s  w h ic h  d o m e s t ic  
a n d  e x t e r n a l  c o m p o n e n t s  p la y  in  it. T h e  g r e a t e s t  g r o w t h  w a s  in  f in a l  c o n s u m e r  m a n u f a c tu r e s  f o r  t h e  
e x t e r n a l  m a r k e t :  t h e  v a lu e  o f  c lo th in g  e x p o r t s  in c r e a s e d  b y  o v e r  2 0 % ;  t h a t  o f  p r o c e s s e d  s h e l lf is h  
g r e w  b y  3 0 % ,  a n d  d r u g  s a le s  r o s e  b y  o v e r  7 3  % . I n  c o n t r a s t ,  t h e  p r o d u c t io n  o f  a lc o h o l ic  b e v e r a g e s  a n d  
to b a c c o ,  w h ic h  h a v e  l i t t l e  a c c e ss  to  t h e  e x t e r n a l  m a r k e t ,  d e c l in e d . T h e  p r o d u c t io n  o f  a lc o h o l ic  
b e v e r a g e s  d r o p p e d  1 3 %  a n d  t h e  v a lu e  o f  r u m  e x p o r t s  d e c l in e d  b y  1 .3% . A s  r e g a r d s  t h e  to b a c c o  
in d u s t r y ,  c ig a r e t t e  p r o d u c t io n  d r o p p e d  b y  o v e r  1 4 % , w h e r e a s  e x p o r t s  o f  le a f  to b a c c o  in c r e a s e d  b y  
a lm o s t  2 4 %  in  t e r m s  o f  v a lu e .
E x p o r t s  to  t h e  U n i t e d  S ta te s  m a r k e t  w i t h i n  t h e  f r a m e w o rk  o f  t h e  C a r ib b e a n  B a s in  I n i t i a t i v e  
h a v e  f a i le d  to  o f fs e t  e i t h e r  t h e  c o n t r a c t io n  in  d o m e s t i c  d e m a n d  o r  t h e  d e c l in e  in  s a le s  o f  m a n u f a c tu r e s  
to  n e i g h b o u r i n g  c o u n t r i e s .  I n d e e d ,  a p a r t  f r o m  t h e  p o s s ib le  la c k  o f  c o m p e t i t i v e n e s s  in  s o m e  b r a n c h e s ,  
t h e  m o s t  v ia b le  e x p o r t  p r o d u c t s  a re  i t e m s  su c h  a s  c lo th in g ,  f o o tw e a r  a n d  r u m ,  w h ic h  a re  n o t  in c lu d e d  
in  t h e  a b o v e - m e n t io n e d  C a r ib b e a n  B a s in  I n i t i a t iv e .
D e s p i t e  t h e  e x i s te n c e  o f  a  s t a te d  g o v e r n m e n t  p o lic y  a im e d  a t  f o s t e r in g  m a n u f a c tu r in g  a n d  
e x p o r t s ,  r e f l e c te d  in  t h e  p r o p o s a l s  to  a m e n d  t h e  la b o u r  c o d e  a n d  in  t h e  e s t a b l i s h m e n t  o f  t h e  
P a n a m a n i a n  I n s t i t u t e  o f  F o r e ig n  T r a d e  (ID C E), t h e  r e c e s s iv e  in f lu e n c e  o f  t h e  a d ju s tm e n t  p r o g r a m m e  
c o u ld  n o t  b e  fu lly  o ffse t.
E x p o r t  p r o m o t i o n ,  p a r t i c i p a t i o n  in  t r a d e  f a i r s ,  t r a i n i n g  in  i n t e r n a t io n a l  m a r k e t i n g ,  e x p o r t  
f in a n c in g  a n d  c o n c e r te d  t r a d e  a g r e e m e n t s  h a v e  n o t  y e t  g iv e n  t h e i r  f ru i t s ,  a n d  t h e r e  a r e  p e r s i s t e n t  
o b s ta c le s  in  t h e  a r e a s  o f  te c h n o lo g y  a n d  c o m p e t i t iv e n e s s .  T h e s e  in i t i a t i v e s  h a v e  a ls o  b e e n  c u r b e d  b y  
t h e  e f fe c ts  o f  t h e  u n c e r t a in ty  c a u s e d  b y  p o s s ib le  a m e n d m e n t s  to  t h e  la b o u r  c o d e ,  t h e  d e b t  r e n e g o t i a ­
t i o n  p r o c e s s ,  a n d  t h e  in t r o d u c t io n  in  A u g u s t  1985 o f  a  n e w  ta r i f f  s y s te m . T h is  l a t t e r  m e a s u r e ,  w h ic h  
a im s  to  u p d a te  t h e  c o u n t r y 's  t a r i f f  n o m e n c la tu r e  a n d  to  a d a p t  t a r i f f  p o lic y  to  t h a t  o f  t h e  C e n tr a l  
A m e r i c a n  c o u n t r i e s ,  h a d  t h e  e f fe c t  o f  i n c r e a s in g  th e  p r o t e c t i o n  g iv e n  to  d o m e s t ic  in d u s try .
T a b le  5
P A N A M A : E X -F A R M  P R IC E S
(Balboas)
1975 1980 1983 1984 1985
C ro p - fa rm in g
B a n a n a s" 0 .% 1.04 0 .94 0.86 0.75
C offee4 47 .9 9 70.00 74.79 59.25 51.72
R ic e 4 8.92 10.60 10.75 10.41 9.99
M aize 8.05 9.32 10.01 10.85 9.30
B eans 22 .63 19.93 16.72 21.50 19.30
T obacco 72.33 76 .36c 128.46c 161.87e
C assav a 2.91 2.93 3.46 3.45 5.45
P in e a p p le '' 0 .29 0.25 0.31 0.36
C oconuts" 8.32 5.58 6.11 5.14 5.87
S to c k - ra is in g  
P o u ltry  ( liv e ) ' 0.70 0.76 0.92 0.99 1.18
F re sh  m ille 0.17 0.17 0.20 0.22 0.28
Eggs* 0.72 0.77 0.80 0.92 0.96
C a ttle  h id es (d ry )c 
G e n e ra l ind ex
2.01 2.20
(1971 =  100) 142.7 156.8 168.5 172.7
Source: ECLAC, on the basis of figures; from the Boletín de Estadística  of the Controller-General of the Republic




PANAMA: INDICATORS OF MANUFACTURING PRODUCTION
G ro w th  ra te s
1975 1980 1983 1984 1985"
1982 1983 1984 1985°
In d e x  o f  m a n u fa c tu r in g  
p r o d u c t io n  (1971 =  100) 105.0 130.5 138.0 137.2 132.9 1.2 -1 .3 -0 .6 -3.1
F ood , b ev erag es and  tobacco 119.5 159.8 168.2 166.5 173.4 0.6 0.1 -1.0 4.2
F o o tw ear, c lo th in g  and 
le a th e r  p ro d u c ts 10.6 139.8 123.0 132.1 147.3 -2.0 -20.3 7.4 11.5
W o o d , fu rn itu re  and fittin g s 69.1 69.5 75.5 80.6 89.5 1.9 -7.1 6.8 11.0
P a p e r , p r in tin g  and  p u b lish in g 74.2 110.0 138.9 142.6 147.7 4.3 11.2 2.7 3.6
C h em ica ls  and p e tro le u m  
p ro d u c ts 125.7 111.1 126.2 125.0 105.3 5.8 7.9 -1.0 -15.8
N o n -m e ta ll ic  m in e ra ls 89.8 110.6 110.2 95 .6 83.2 -4.2 -9.4 -13.2 -13 .0
B asic m eta l in d u str ie s 40.0 144.7 77.4 80.2 91.5 -4.2 -26.5 3.6 14.1
M e ta l p ro d u c ts 81.3 101.6 114.8 115.7 113.1 7.5 -3.6 0.8 -2.3
O th e r  m an u fac tu res 100.0 100.9 160.7 161.4 139.3 -23.7 38.9 0.4 -13.7
P ro d u c t io n  o f  so m e  
im p o r ta n t  m a n u fa c tu re s
S ugar 128.9 174.3 178.0 249.3 253.2 16.4 -9.5 40.1 1.6
A lco h o lic  b ev e rag es0 49 .6 76.3 79.3 82.3 71.4 2.0 -0.8 3.8 -13.0
B e e r 67.0 70.8 73.4 79.7 2.6 -0.7 3.7 8.5
R u m 6.5 6.5 5.9 -4.8 -6.3 0.1 -9.5
C a rb o n a te d  b ev e rag es0 
E v a p o ra te d , co n d en sed  and
59.8 83.1 81.2 85.8 110.2 -6.8 5.7 5.7 28.5
p o w d ered  m ilk 16.3 24.7 18.0 17.8 19.2 -11.7 7.8 -0.9 7.9
T o m a to  p ro d u c ts 7.0 6.4 7.3 7.5 7.5 35.8 35.9 2.2 0.3
C ig a re tte s 1 045.2 1 083.6 981.0 911.3 779.7 -4.6 -2.0 -7.1 -14.4
F o o tw e a r ' 1 383.7 1 322.5 1 383.2 1 390.4 1 587.5 20.6 -26.3 0.5 14.1
O th e r  in d ic a to r s  o f
m a n u fa c tu r in g  a c tiv ity  
G as c o n su m p tio n 0 79.8 97.4 109.0 118.3 124.8 4.1 3.8 8.5 5.5
In d u str ia l c o n su m p tio n  
o f  e lec tr ic ity ' 162.0 219.0 219.0 15.9 0.5
E m p lo y m e n t8 42 .9 52.9 36-5 3.8 2.5
Source: ECLAC, on the basis of figures supplied by the Controller-General of the Republic, Statistics and Census Office.
"Estimated figures. bThousands of tons. cMillions of litres. Millions of units. 'Thousands of pairs. / Millions of
kWh. AThousands of workers.
iii)  Other sectors. I n  1 9 8 5 , t h e  i n f r a s t r u c tu r e  w o r k s  u n d e r t a k e n  a s  p a r t  o f  a n  e n e r g y  p o lic y  
d e s ig n e d  to  r e d u c e  t h e  c o u n t r y 's  d e p e n d e n c e  o n  o il  w e r e  c o m p le te d .  T h e  c o m p o s i t io n  o f  t h e  c o u n t r y 's  
e le c t r ic  p o w e r  s o u r c e s  h a s  u n d e r g o n e  a  s u b s ta n t i a l  t r a n s f o r m a t io n  in  r e c e n t  y e a r s .  I n  1983  m o r e  t h a n  
6 0 %  o f  th i s  p o w e r  w a s  s u p p l ie d  b y  t h e r m a l  s t a t io n s ,  b u t  th i s  s h a re  d e c l in e d  in  19 8 4  to  s l ig h t ly  o v e r  
3 2 % ,  a n d  in  19 8 5  to  2 1  %  ( s e e  ta b le  7 ) .  A t  t h e  s a m e  t im e ,  e le c tr ic i ty  o u t p u t  w a s  in c r e a s e d  b y  n e a r ly  
1 4 % , b y  u s in g  m o r e  fu lly  t h e  in s ta l l e d  c a p a c ity  o f  g e n e r a t i n g  p l a n t s .
C o n s t r u c t io n  a c tiv ity  r e g i s t e r e d  a  d r o p  d e s p i te  a  s u b s ta n t i a l  in c r e a s e  in  t h e  b u i ld in g  p e r m i t s  
g r a n t e d ,  e s p e c ia l ly  in  t h e  C o ló n  a n d  P a n a m a  d i s t r i c t s  ( s e e  t a b le  8 ) . F u r t h e r m o r e ,  th i s  d e c l in e  o c c u r r e d  
d e s p i te  t h e  a d o p t io n  o f  p r o m o t i o n  m e a s u r e s ,  w h ic h  in c lu d e d  s u b s id iz e d  i n t e r e s t  r a te s  o n  m o r tg a g e  
lo a n s  f o r  th e  b u i ld in g  o f  d w e l l in g s .  T h is  s i tu a t io n  w a s  p a r t ly  d u e  to  t h e  p u b l ic  s e c to r 's  w i th d r a w a l  
f ro m  d i r e c t  c o n s t r u c t io n  a c t iv i t ie s .  T h e  s e c to r  w a s  a f fe c te d  b y  in c r e a s in g  s p e c u la t io n  w h ic h  c a u s e d  th e  
c u r r e n t  v a lu e  o f  c o n s t r u c t io n s  to  r i s e  — p a r t ic u la r ly  in  t h e  c i t ie s  o f  P a n a m a  a n d  C o ló n —  in  s p i t e  o f  
s u p p ly  s u r p lu s e s  b o th  o f  d w e l l in g s  f o r  h ig h - in c o m e  g r o u p s  a n d  b u i ld in g s  f o r  in d u s t r i a l  a n d  c o m m e r -
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c ia i  u se . T h e r e  w a s  a  p a r t i a l  r e c o v e ry  in  t h e  p r o d u a i o n  o f  b u i ld in g  m a te r i a l s ,  e n c o u r a g e d  b y  a n  
in c r e a s e  in  t h e  n u m b e r  o f  p e r m i t s  r e q u e s te d .  T h u s ,  t h e  d r o p  in  c e m e n t  p r o d u c t io n  w a s  le s s  m a r k e d  
t h a n  in  1 9 8 4 , w h i le  s t r u c tu r a l  s te e l  p r i c e s  r e c o v e r e d  f ro m  th e  c o n t r a c t io n  su f fe re d  s in c e  1 9 8 0 , 
a l t h o u g h  w i t h o u t  r e a c h in g  t h a t  y e a r 's  le v e l .
iv )  Bask services. T r a n s p o r t  t h r o u g h  t h e  C a n a l ,  s to r a g e ,  t h e  o il  p i p e l i n e  o p e r a t i o n  a n d  th e  
C o ló n  F r e e  Z o n e  s e rv ic e s  g r e w  b y  o v e r  5 %  ( s e e  ta b le  3 ).
T a b le  7
P A N A M A : IN D IC A T O R S  O F  E L E C T R IC IT Y  
P R O D U C T I O N  A N D  C O N S U M P T I O N
G ro w th  ra tes
1980 1983 1984 1985" -
1982 1983 1984 1985"
P r o d u a i o n 1 812 2  238 2  211 2  414 10.1 7.2 -1 .2 13.8
H id ro e le c tr ic 964 866 1491 1 9 0 7 -19.5 -19.5 72.4 46.8
T h e rm a l 848 1 372 720 507 80.1 35.4 -47.6 -54.8
C a p a c ity  o f  g e n e ra t in g
p lan ts" 527 545 840 ** 4.0 54.2 >•
T o ta l c o n s u m p tio n 1 469 1 851 1 817 1 980 7.8 10.5 -1 .8 9.0
R e s id e n tia l 444 528 522 5.9 5.0 -1.1
C o m m erc ia l 443 568 574 7.0 6.6 1.1
In d u str ia l 162 219 229 16.0 0.5 4.6
P u b lic  and  o th e rs 395 536 492 7.1 27.3 -8.2
Source: ECLAC, on the basis of figures supplied by the Controller-General of the Republic, Statistics and Census Office, and Boletines de 
Estadística Eléctrica, Institute of Water Resources and Electrification (IRHE).
'Estimated figures. Millions of kWh. cMegawatts.
T a b le  8
P A N A M A : IN D IC A T O R S  O F  C O N S T R U C T I O N  A C T I V IT Y
G ro w th  ra te s
1975 1980 1983 1984 1985° ■
1982 1983 1984 1986"
A r e a  c o n s tru c te d "
( th o u sa n d s  o f  m 2) 176 401 323 378 4 4 .9 -43 .7 17.0
D w ellin g s 94 208 175 302 16.9 -42.4 72.6
V a lu e  o f  c o n s t r u a io n s  
(m illio n s  o f  balboas) 48 .6 123.5 116.6 119.3 187.3 26 .9 -31 .6 2.3 57.0
P ro d u c t io n  o f  so m e  
c o n s tru c t io n  m a te r ia ls  
S truc tu ra l steel 
( th o u sa n d s  o f  to n s) 3 22 12 11 14 -5.3 -33.3 -8.3 27.3
C e m e n t ( th o u sa n d s  o f  ton s) 348 322 335 304 292 13.6 -4.3 -9.3 -4.0
B ricks (m illio n s) 1 1 1 1 100.0
E m p lo y e d  p o p u la t io n ' 30 470 30 565 34 820 31 555 -9.5 -9.4
Source: ECLAC, on the basis of figures supplied by the Controller-General of the Republic, Statistics and Census Office.




PANAMA: EVOLUTION OF EMPLOYMENT AND UNEMPLOYMENT
1975 1980 1982 1983 1984 1985°
T h o u s a n d s  o f  p e r s o n s 6
L ab o u r force 492 .8 537.3 612.6 661.6 681.2 714.2
E m p lo y ed 461 .2 492 .4 561.1 597.3 613 .6 629 .7
U n em p lo y ed 33.0 4 4 .9 51.5 64.2 67 .6 84.5
P artic ip a tio n 17 55.0 51.6 53.7 56.1 55.9 56.8
U n e m p lo y m e n t ra te s
N a tio n a l 6.4 8.4 8.4 9.7 9.9 11.8
U rb a n 9.9 10.3 11.5 11.0 15.2
R u ra l 6.2 5.9 7.4 7.4 7.6
Source: ECLAC, on the basis of figures from the 1980 National Population Census; household surveys performed by the Controller-General of 
the Republic, Statistics and Census Office, and the Ministry of Labour and Social Welfare.
"Preliminary figures. Population 15 years and over. economically active population as apercentageof the working-age population
(15 years and over).
G o v e r n m e n t  e a r n in g s  f ro m  th e  P a n a m a  C a n a l  — in  a d d i t io n  to  t h e  a n n u a l  s u m  p a id  b y  t h e  
C a n a l  C o m m is s io n ,  w h ic h  a m o u n ts  to  10  m i l l io n  b a lb o a s —  in c lu d e d  a  s im i la r  a m o u n t  fo r  s e rv ic e s  
r e n d e r e d  o n  t h a t  w a te r w a y ,  a s  w e l l  a s  to l l s  f o r  o v e r  5 3  m i l l io n  b a lb o a s ,  a s  a g a in s t  4 9  m i l l io n  in  1984  
a n d  51 m i l l io n  in  198 3 . I n c o m e  f ro m  th e  o il  p i p e l i n e  o p e r a t i o n  (5  c e n ts  p e r  b a r r e l  o f  o i l  t r a n s f e r r e d )  
r o s e  f ro m  9 .7  m i l l io n  b a lb o a s  in  198 4  to  11 .8  m i l l io n  in  1 9 8 5 , a c c o rd in g  to  d a ta  s u p p l ie d  b y  th e  
C o n t r o l l e r - G e n e r a l  o f  t h e  R e p u b l ic .
T h e  v a lu e  o f  g o v e r n m e n t  s e rv ic e s  g r e w  b y  o v e r  5 % ,  d e s p i t e  t h e  a lre a d y  m e n t i o n e d  d e c l in e  in  
c e n t r a l  g o v e r n m e n t  c u r r e n t  e x p e n d i tu r e  (w h ic h  r e m a in e d  p r a c t ic a l ly  u n c h a n g e d  s in c e  i t  o n ly  
d r o p p e d  0 .5 % )  a n d  t h e  s h a r p  c o n t r a c t io n  in  i n v e s tm e n t .  T h is  w a s  la rg e ly  d u e  to  t h e  fa c t  t h a t  
d e c e n t r a l i z e d  b o d ie s  c o n t in u e d  to  e x p a n d  t h e i r  e x p e n d i tu r e  a t  a  h ig h  r a te .
c )  Evolution o f  employment
I n  1985  t h e r e  w a s  a  s h a r p  in c r e a s e  in  t h e  n a t io n a l  u n e m p lo y m e n t  r a t e ,  w h ic h  r o s e  f ro m  9 .9 %  to  
1 1 .8 % , w h i le  t h e  r a t io  o f  th e  e c o n o m ic a l ly  a c t iv e  p o p u l a t i o n  to  t h e  w o r k in g - a g e  p o p u l a t i o n  e x p a n d e d  
o n ly  s l ig h t ly .  I n  o t h e r  w o r d s ,  a  g r e a t e r  s h a r e  o f  t h e  w o r k in g - a g e  p o p u l a t i o n  a c tiv e ly  s o u g h t  p a id  
e m p lo y m e n t  w i th o u t  f in d in g  i t  ( s e e  ta b le  9 ).
T h e  fa c t  t h a t  t h e r e  w a s  a  s m a ll  in c r e a s e  in  r u r a l  u n e m p lo y m e n t ,  d e s p i te  t h e  s l ig h t  u p t u r n  in  
a g r ic u l tu r a l  p r o d u c t io n ,  o c c u r r e d  b e c a u s e  t h e  m o r e  l a b o u r - in t e n s iv e  c r o p s  ( b a n a n a s  a n d  s u g a r  c a n e )  
t u r n e d  in  a n  u n f a v o u ra b le  p e r f o r m a n c e  a n d  t h e  e x p a n s io n  o f  o t h e r  c r o p s  w a s  n o t  e n o u g h  to  a b s o rb  
t h e  g r o w th  in  t h e  r u r a l  p o p u l a t i o n  o f  w o r k in g  a g e . P a r t  o f  t h e  p o p u l a t i o n  s u r p lu s  f ro m  r u r a l  a r e a s  
m o v e d  to  t h e  u r b a n  c e n t r e s ,  t h u s  le a d in g  to  t h e  l a r g e r  c o e f f ic ie n ts  o f  u r b a n  o p e n  u n e m p lo y m e n t .
In  t h e  fa c e  o f  g r o w in g  u n e m p lo y m e n t ,  t h e  g o v e r n m e n t  d e c id e d  to  a l le v ia te  t h e  la b o u r  c o s ts  o f  
s m a ll  p r o d u c t iv e  e n t e r p r i s e s  w h ic h  u s e  l a b o u r - in t e n s iv e  t e c h n iq u e s ,  a n d  i t  p r o p o s e d  t h e  a m e n d m e n t  
o f  v a r io u s  a r t ic le s  o f  t h e  la b o u r  c o d e  to  th i s  e n d .
T h e  p r o p o s e d  la w  c o n s id e r s  a s  s m a ll  e n t e r p r i s e s  t h o s e  h a v i n g  10 o r  le s s  p e r m a n e n t  o r  s ta ff  
w o r k e r s ,  in  t h e  c a s e  o f  c r o p - f a r m in g ,  l iv e s to c k  o r  s e rv ic e s ;  15 o r  le s s  in  t h e  m a n u f a c tu r in g  s e c to r ,  a n d  
2 0  o r  le s s  in  a g r o in d u s t r i a l  e n t e r p r i s e s .1 A m o n g  th e  m e c h a n is m s  p r o p o s e d  f o r  th i s  ty p e  o f  e n t e r ­
p r i s e s  a re  t h e  fo l lo w in g :  to  e s ta b l i s h  in  t h e  c a s e  o f  o v e r t im e  w o r k  m a x im u m  a d d i t io n a l  p a y  o f  2 5  %  
o v e r  t h e  w a g e  p a id  b y  a g r ic u l tu r a l  a n d  s m a ll  m a n u f a c tu r in g  e n t e r p r i s e s  e n g a g e d  in  e x p o r t s ;  to
Previously, the distinction was generally drawn as from five workers.
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l ib e r a l iz e  t h e  r e c r u i t m e n t  c r i t e r i a  b y  n o t  u p g r a d in g  w o r k  c a r r ie d  o u t  in  t h e  c o u n try  f o r  tw o  o r  m o r e  
s e a s o n s  to  t h e  c a te g o r y  o f  a n  in d e f in i te  c o n t r a c t ;  n o t  to  c o n s id e r  a s  a  w o r k e r  a n y b o d y  w h o  p e r f o r m s  a  
t a s k  u n d e r  a n  a g r e e m e n t  w h e r e b y  h e  r e c e iv e s  r a w  m a te r i a l s  o r  o b je c ts  w h ic h  h e  t r a n s f o r m s  o r  
p r o c e s s e s  a t  h o m e  w i t h o u t  d i r e c t  s u p e r v i s io n  o f  t h e  b u y e r  o f  t h e  f in is h e d  p r o d u c t ;  to  e s ta b l i s h  t h a t  th e  
in c o m e  o f  p ie c e w o r k  w o r k e r s ,  t o g e t h e r  w i th  b o n u s e s ,  s u p p le m e n ta r y  a l lo w a n c e s ,  c o m m is s io n s  a n d  
s h a r e s  in  t h e  p r o f i t s  c a n n o t  b e  c o n v e r t e d  in to  t i m e - u n i t  w a g e s ,  a n d  a ls o  t h a t  p e r io d ic  c h a n g e s  in  
in c o m e  d u e  to  f lu c tu a t io n s  in  p r o d u c t io n  o r  in  s a le s  c a n n o t  b e  t r a n s f o r m e d  in to  t im e - u n i t  w a g e  
in c r e a s e s .
T h e s e  p r o p o s a l s  h a v e  b e e n  c h a l l e n g e d  b y  la b o u r  o r g a n iz a t io n s  w h ic h  r e fu s e  to  w a iv e  a c q u ir e d  
r i g h t s  a n d  to  le a v e  u n p r o t e c t e d  t h e  w o r k e r s  in  t h e  lo w e s t  s t r a t a  o f  t h e  la b o u r  fo rc e .
3 . T h e  e x t e r n a l  s e c t o r
D e s p i t e  t h e  s t a g n a t io n  in  t h e  t e r m s  o f  t r a d e  in  g o o d s  a n d  t h e  s u s ta in e d  p r e s s u r e  o f  t h e  e x t e r n a l  d e b t ,  
t h e  e x t e r n a l  s e c to r  w a s  n o t  a  r e s t r i c t i v e  f a c to r  f o r  t h e  P a n a m a n i a n  e c o n o m y . A f te r  t h e  h ig h  
c u r r e n t - a c c o u n t  d e f ic i t  r e c o r d e d  in  t h e  p r e v io u s  y e a r ,  1985  w i tn e s s e d  a  s u r p lu s ,  m a in ly  c o n n e c te d  
w i th  t h e  e x p a n s io n  in  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  ( 1 0 .2 % ) .  I t  w a s  a ls o  p o s s ib le  to  c u rb  to  a  c e r ta in  
e x t e n t  t h e  in c r e a s e  in  i m p o r t s  o f  g o o d s  a n d  s e rv ic e s  ( 3 .2 % ) .  T h is  p e r m i t t e d  a  s l ig h t  r e d u c t io n  in  t h e  
r e l a t i v e  w e i g h t  o f  t h e  e x t e r n a l  d e b t  s e rv ic e ,  w h ic h ,  t h a n k s  to  t h e  c r e d i t s  r e c e iv e d  b y  th e  o ffic ia l s e c to r ,  
c o u ld  b e  c o v e r e d  c o m p le te ly .
I n  Ju ly  a  n e w  ta r i f f  s y s te m  w a s  p u t  in to  fo rc e  w h ic h  g e n e r a l i z e d  t h e  a p p l ic a t io n  o f  ad valorem  
r a te s  o n  t h e  CIF r a t h e r  t h a n  t h e  FC B  v a lu e  o f  m e r c h a n d i s e ,  le a d in g  to  a  c o n s id e ra b le  r i s e  in  d u t ie s .  
T h r o u g h  th i s  t a r i f f  s y s te m  i t  w a s  p o s s ib l e ,  o n  t h e  o n e  h a n d ,  to  in c r e a s e  f isc a l r e v e n u e  a n d  to  
s t a n d a r d i z e  d u t ie s  in  t e r m s  o f  v a lu e ,  e l im i n a t i n g  u n i t  ta r i f f s ,  a n d  o n  th e  o th e r ,  to  a d a p t  t h e  t a r i f f  
p r o v i s i o n s  to  t h o s e  in  fo rc e  in  t h e  i n t e r n a t io n a l  e n v i r o n m e n t  a n d  to  r a i s e  t h e  le v e l  o f  e f fe c tiv e  
p r o t e c t io n .
T ab le  10
P A N A M A : M A IN  I N D IC A T O R S  C F  F O R E IG N  T R A D E  I N  G O O D S ”
1981 1982 1983 1984 1985*
G ro w th  ra tes
E x p o rts
V alu e 12.0 -5.1 -30.6 0.5 15.8
V o lu m e 9.1 11.4 -30.3 -4.3 18.2
U n it value 2.7 -14.8 -0.5 5.1 -2.0
Im p o rts
V alue 10.7 -8.2 -23.7 6.7 5.0
V o lu m e -0.4 -3.4 -16.0 6.2 7.3
U n it value 11.1 -4.9 -9.2 0.5 -2.1
T e rm s o f  tra d e -7.5 -11.4 8.1 2.5 -0.4
In d e x e s  (1980 =  100)
P u rc h a s in g  p o w er o f
ex p o rts 100.9 99.6 75.1 73.7 86.8
V o lu m e o f  e x p o r ts 109.1 121.5 84.7 81.1 95 .8
T e rm s o f  tra d e 92.5 81.9 88.6 90.9 90.5
Source: EC LAC, on the basis of figures supplied by the Controller-General of the Republic, Statistics and Census Office.




PANAMA: EXPORTS OF GOODS, FOB
M illio n s  o f  d o lla rs  P e rc e n ta g e  G ro w th  ra tes
1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
T o ta l11
R e -e x p o r ts  from  
free z o n e s '
S u b to ta l 
M a in  tra d itio n a l 
ex p o rts  
S ugar 
B a n an as 
Coffee bean s 
F re sh  sh r im p s  
B e e f 
C a ttle  
F ish  m eal
P e tro le u m  p ro d u c ts
M a in  n o n - tra d itio n a l 
e x p o rts  
C ocoa beans 
R a w  ca ttle  h ides 
S crap  m eta l 
C lo th in g
P ro cessed  she llfish  
F ru it ex trac ts  
B a n an a  p u lp  
C ocoa b u tte r  and  p as te  
R u m
L eaf tobacco  
D ru g s  
C o sm etic s  
C ard b o ard  boxes 
F o o tw ear
O th e rs
1 6 7 4 1 683 1 9 4 9























































-30 .6 0.5 15.8
-33.7 8.5 17.6


























Source: ECLAC, on the Basis of figures supplied by the Controller-General of the Republic, Statistics and Census Office. 
"Estimated figures. Taken from the balance of payments. cColon Free Zone.
a )  Trade in goods
T h e  v a lu e  o f  e x p o r t s  o f  g o o d s  g r e w  le s s  t h a n  t h e  in c o m e  f ro m  C a n a l  s e rv ic e s  a n d  r e - e x p o r t s .  
T h e  l a t t e r  in c lu d e d ,  b e s id e s  th o s e  m a d e  t h r o u g h  t h e  C o ló n  F r e e  Z o n e ,  e x p o r t s  o f  p e t r o l e u m  p r o d u c t s ,  
w h ic h  s h o w e d  a  c o n s id e r a b le  u p t u r n  in  1 9 8 5 . I n  a d d i t io n ,  i t  s h o u ld  b e  n o te d  t h a t  t h e  in c r e a s e  in  
r e v e n u e  w a s  d u e  to  t h e  e f fo r t s  a im e d  a t  r a i s i n g  th e  v o lu m e s  e x p o r t e d ,  s in c e  u n i t  v a lu e s  su f fe re d  a  2  %  
d e c re a s e  ( s e e  ta b le  10).
E x p o r t s  o f  t r a d i t i o n a l  p r o d u c t s  e x p a n d e d  m o r e  q u ic k ly , a l t h o u g h  t h e  e x t e r n a l  s a le s  o f  s o m e  o f  
t h e m ,  su c h  a s  s u g a r ,  r e c o r d e d  n e w  d r o p s ,  a n d  t h o s e  o f  l iv e s to c k  p r o d u c t s  d e c l in e d  f o r  t h e  s e c o n d  
c o n s e c u t iv e  y e a r  ( s e e  ta b le  11). In  c o n t r a s t ,  e x p o r t s  o f  f is h  m e a l  r e c o v e r e d  a n d  th o s e  o f  c o ffe e  
r e c o r d e d  a  r e m a r k a b le  u p t u r n ,  b o o s t in g  e x p o r t s  o f  t h e s e  c o m m o d i t i e s  a s  a  w h o le  ( s e e  ta b le  12).
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T h e  e x p o r t  d iv e r s i f i c a t io n  e f fo r t ,  a d d e d  to  t h e  d e c l in e  o r  s t a g n a t io n  in  s o m e  t r a d i t i o n a l  i te m s ,  
m e a n t  t h a t  t h e  n e w  e x p o r t  p r o d u c t s  a c c o u n te d  f o r  a lm o s t  1 4 %  o f  to ta l  e x p o r t s  o f  g o o d s . T h is  
in d ic a te s  a  g r a d u a l  c h a n g e  in  t h e  c o m p o s i t i o n  o f  P a n a m a n i a n  f o r e ig n  t r a d e  ( s e e  ta b le  11). T h e s e  
p r o d u c t s ,  w h ic h  h a v e  a  r e la t iv e ly  lo w  d e g r e e  o f  p r o c e s s in g ,  w e r e  c o n c e n t r a t e d  in  t h e  fo o d , c lo th in g  
a n d  f o o tw e a r  b r a n c h e s .
T h e  w e a k e n in g  o f  e x p o r t  p r i c e s ,  r e f le c te d  in  a  d r o p  in  t h e  u n i t  v a lu e  o f  e x p o r t s  o f  g o o d s ,  
t o g e t h e r  w i th  a n  a lm o s t  e q u a l  d r o p  in  t h e  u n i t  v a lu e  o f  im p o r t s  o f  g o o d s ,  m e a n t  t h a t  t h e r e  w a s  a  
s t a g n a t io n  in  t h e  t e r m s  o f  t r a d e  ( se e  ta b le  10). H o w e v e r ,  t h e r e  w e r e  m a jo r  p r ic e  in c r e a s e s  in  im p o r t s ,  
d u e  in  p a r t  to  a n  in c r e a s e  in  t h e  p u r c h a s e  c o s t  o f  a u to m o b i le s  a n d  t r a n s p o r t  e q u ip m e n t ,  a s  w e l l  a s  o f  
m a n u f a c tu r e d  i m p o r t s ,  m a in ly  f ro m  A s ia ,  in  w h ic h  th e  a p p r e c ia t io n  o f  c e r ta in  c u r r e n c ie s  w i th  r e s p e c t  
to  t h e  d o l l a r  m a d e  t h e m  m o r e  e x p e n s iv e .  T h e  g r e a te s t  im p o r t  in c r e a s e s  w e r e  in  t h e  f ie ld  o f  fo o d s tu f fs  
a n d  v e g e t a b l e  f a ts  a n d  o i l s ,  t h e r e b y  in c r e a s in g  t h e  c o u n t r y 's  f o o d  d e p e n d e n c y  ( s e e  t a b le  13).
b )  Trade in services
S a le s  o f  s e rv ic e s ,  a s  a lr e a d y  in d ic a te d ,  y ie ld e d  a  s u r p lu s  o n  th e  t r a d e  b a la n c e  a n d  o n  th e  c u r r e n t  
a c c o u n t  ( s e e  ta b le  14). In  p a r t i c u l a r ,  in c o m e  f ro m  t h e  o il  p i p e l in e  o p e r a t i o n  o f fs e t  t h e  d e c r e a s e  in  
t r a n s i t  o f  t a n k e r s  t h r o u g h  t h e  C a n a l.  H o w e v e r ,  t h e r e  a p p e a r s  to  b e  n o  e v id e n c e  t h a t  t h e r e  m ig h t  b e  
s u s ta in e d  r a p i d  g r o w t h  in  t h e  fu tu re  in  su c h  in c o m e .
T h e  v u ln e r a b i l i t y  o f  th e  P a n a m a n i a n  e c o n o m y  in  r e s p e c t  o f  v a r i a t i o n s  o f  th e  w o r ld  m a r k e t ,  
o v e r  w h ic h  t h e  c o u n t r y  h a s  l i t t l e  c o n t r o l ,  h a s  le d  t h e  g o v e r n m e n t  to  c o n s id e r  s e v e ra l  o p t io n s  in  o r d e r  
to  in c r e a s e  e x t e r n a l  in c o m e . T h u s ,  a  n u m b e r  o f  p o s s ib le  p r o je c t s  e n v is a g e d  in  t h e  t r e a t i e s  s ig n e d  
b e tw e e n  P r e s i d e n t  T o r r i j o s  a n d  P r e s i d e n t  C a r te r  h a v e  b e e n  a n a ly s e d , in c lu d in g  th e  b u i ld in g  o f  a n
T a b le  12
P A N A M A : V O L U M E  O F  E X P O R T S  O F  M A I N  P R O D U C T S
T h o u sa n d s  o f  to n s  G ro w th  ra tes
1982 1983 1984 1985° 1982 1983 1984 1985°
S ugar 107.0 120.0 82.1 74.4 10.2 12.1 -31.6 -9.4
B a n an as 632 .7 732.7 736 .4 770.3 -1.3 15.8 0.5 4.6
C offee bean s 4.3 5.6 4.3 5.7 -15.7 30.2 -23.2 133.3
F re sh  sh r im p s 7.7 6.9 6.7 7.8 5.5 -10.4 -2.9 15.7
B eef 4 .6 2.0 0.7 0.5 100.0 56.5 -67.9 -92.9
F ish  m ea l 4.4 14.8 6.9 23.0 -62.4 236 .4 -53.4 333.3
P e tro le u m  p ro d u c ts 370.6 193.9 29.1 52.6 -47.7 -85.0 11 050.0
C ocoa bean s - - 0.2 0.3 - - 100.0 49 .9
C a ttle 1.3 3.1 0.5 0.3 62.5 138.5 -83.9 -40.0
R a w  ca ttle  h ides 1.4 1.7 0.3 - 366.7 21.4 82.4 -100.0
S crap  m etal 2.4 2.0 6.9 3.7 -53.8 -16.7 245.0 -46.0
C lo th in g 0.6 0.3 0.4 0.4 50.0 -50.0 33.3 -
F ish  and sh e llfish 2.3 2.2 2.4 3.6 -8.0 -4.4 9.1 50.0
F ru it  ex trac ts 0.9 1.6 1.4 0.4 12.5 77.8 -12.5 -75.0
B a n an a  p u lp 5.1 7.8 6.0 7.3 -44.0 52.9 -23.1 20 .9
C ocoa b u tte r  and  p as te 0.9 1.0 1.3 0.8 200.0 11.1 30.0 -40.0
R u m 1.7 2.3 1.6 1.6 -39.3 35.3 -30.4 -
L e a f  tobacco 0.5 0.9 0.6 0.8 -76.8 80.0 -33.3 33.3
C ard b o ard  boxes 1.8 2.1 1.3 2.3 51.4 16.7 -38.1 77.8
P re p a re d  h ides 3.1 2 .8 3.2 2.2 416.7 -9.7 14.3 -31.0
O th e rs 77.6 88.0 55.2 69.2 7.0 13.4 37.3 25.4





PANAMA: IMPORTS OF GOODS, FOB
M illio n s  o f  do llars
P e rc e n ta g e
b reak d o w n G ro w th  ra te s
1983 1984 1985" 1980 1985 1982 1983 1984 1985°
T o ta l* 2  322 2  478 2  603 - - -8 .2 -23.7 6.7 5.0
F re e  Z o n e c
In to  th e  cou n try , accord ing
1 055 1 210 1 359 - -14.1 -34.2 14.6 12.3
to  eco n o m ic  use 1 267 1 268 1 244 100.0 100.0 3.5 -12.1 0.1 -1.9
C o n su m e r goods 
Foodtuffs
R a w  m a te ria ls  and 
in te rm e d ia te  goods
197 212 7.5 6.1 2.9 7.4
C rude p e tro le u m 324 282 175 29.9 14.1 7.8 -13.4 -3.7 -38.1
C ap ita l goods 210 177 14.9 7.7 28.1 -15.5
In to  th e  c o u n try ,  a c c o rd in g  
to  ta r i f f  se c tio n s 1 267 1 268 1 2 4 4 100.0 100.0 3.5 -12.1 0.1 -1 .9
F ood  p ro d u c ts 108 104 111 7.5 9.0 6.1 3.8 -3.7 6.7
B ev erag es and tobacco  
N o n -e d ib le  raw  m a te r ia ls ,
8 8 7 0.6 0.5 8.0 -12.2 2.5 -16.2
ex cep t fo r fuels 
F uels and  lu b ric a n ts ,
7 7 6 0.6 0.5 -7.6 -11.3 4.2 -15.5
m in e ra l and  allied p ro d u c ts  
O ils and  fats o f  v eg e tab le  
o r ig in , ex cep t for ed ib le
375 341 255 32.1 20.5 -1.9 -8.6 -9.0 -25.1
m a rg a rin e  and lard 15 15 32 1.4 2.6 12.7 - 0.7 112.8
C h em ica ls 148 160 153 10.2 12.3 1.4 3.8 7.8 -4.5
M a n u fac tu red  a rtic le s , 
accord ing  to  m a te ria l used 
M ach in ery  and t r a n s p o r t
205 225 231 18.2 18.5 -1.1 -21.3 9.7 2.4
e q u ip m e n t 281 264 266 20.1 21.4 13.8 -22.9 -5.8 0.8
O th e rs 120 144 183 9.2 14.7 3.3 -5.4 20.0 26.7
Source: ECLAC, on the basis of figures provided by the Controller-General of the Republic, Statistics and Census Office. 
"Preliminary figures. Taken from the balance of payments. c Calculated by subtraction.
a l t e r n a t iv e  c a n a l ,  t h e  e n l a r g e m e n t  o f  t h e  e x i s t i n g  o n e ,  t h e  c o n s t r u c t io n  o f  a  "d ry  c a n a l"  f o r  c o n ta in e r s  
w i th  m o d e r n  p o r t  f a c i l i t ie s  a t  e a c h  e n d ,  o r  t h e  e s t a b l i s h m e n t  o f  i n d u s t r i a l  f re e  z o n e s  fo r  t h e  
d e v e l o p m e n t  o f  h ig h ly  s p e c ia l iz e d  a c t iv i t ie s .
c )  External indebtedness
P u b l ic  i n d e b te d n e s s  s to p p e d  g r o w in g  fo r  t h e  f i r s t  t im e  in  f iv e  y e a r s ,  a n d  i t s  w e i g h t  a s  a  
p r o p o r t i o n  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  w a s  s l ig h t ly  r e d u c e d  ( s e e  ta b le  15).
D u e  to  t h e  p e r s i s t e n t  p r e s s u r e  o f  d e b t  s e rv ic in g  o n  t h e  e c o n o m y , t h e  g o v e r n m e n t  r e n e g o t i a t e d  
t h e  1985  a n d  1 9 8 6  m a t u r i t i e s ,  a m o u n t in g  to  U S $ 5 9 7  m i l l io n ,  o v e r  a  p e r io d  o f  12 y e a r s  w i th  
t h r e e - a n d - a - h a l f  y e a r s  o f  g r a c e  a n d  a  s p r e a d  o f  1 .3 7 5 %  o v e r  LIBOR. A t  t h e  s a m e  t i m e ,  i t  o b ta in e d  
s h o r t - t e r m  c r e d i t  l in e s  f o r  U S $ 2 1 8  m i l l io n  a n d  a  n e w  c r e d i t  o f  U S $ 6 0  m i l l io n  f o r  a  n in e - y e a r  p e r io d ,  
w i th  t h r e e  y e a r s  o f  g r a c e  a n d  a  s p r e a d  o f  1 .6 2 5 %  o v e r  LIBOR o r  1 .25%  o v e r  p r i m e  r a te .  T h e  
r e n e g o t i a t i o n  la s te d  a lm o s t  s ix  m o n t h s ,  p a r t ly  b e c a u s e  o f  d if f ic u lt ie s  in  r e a c h in g  a  d o m e s t ic  p o l i t i c a l  
c o n s e n s u s  o n  t h e  t e r m s  o f  t h e  l e t t e r  o f  i n t e n t  w h ic h  t h e  g o v e r n m e n t  w o u ld  h a v e  to  s ig n  w i th  t h e  
I n t e r n a t i o n a l  M o n e ta r y  F u n d .
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Table 14
P A N A M A : B A L A N C E  O F  P A Y M E N T S  
(Militons of dollars)
1979 1980" 1981 1982 1983 1984 1985 *
B a la n ce  o n  c u r re n t  a c c o u n t -363 -377 -23 -152 143 -227 91
T rad e  balance -228 -261 -329 -124 103 -69 139
E x p o rts  o f  g o ods and  services 1 138 3 373 3 689 3 580 2  969 2  981 3 2 8 6
G oods FO B 356 2  267 2  540 2  411 1 6 7 4 1 683 1 949
R eal se rv ic e s ' 782 1 106 1 149 1 169 1 2 9 6 1 298 1 336
T ra n s p o r t  and  in su ran ce 127 563 595 633 730 723 750
T rav e l 215 171 175 174 172 186 200
Im p o rts  o f  goo d s an d  serv ices 1 366 3 631 4  018 3 703 2  866 3 050 3 147
G o ods FO B 1 086 2  995 3 315 3 045 2  322 2  4 7 8 2  603
R eal se rv ic e s ' 280 640 703 659 545 572 544
T ra n s p o r t  and  in su ran ce 160 480 527 479 373 403 366
T rav e l 48 56 65 81 71 67 65
F a c to r  serv ices -95 -64 354 27 100 -95 5
P ro fits -38 -71 -39 -46 -92 -73 -67
In te re s t  received 14 3 5 4  362 6 231 5 826 4  323 3 899 3 085
In te re s t  paid -1 4 9 5 -4 347 -5 830 -5 743 -4 122 -3 911 -3 285
O th e rs 3 -8 -8 -10 -10 -10 273
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts -39 -52 -48 -55 -60 -63 -53
B a la n ce  o n  c a p ita l a c c o u n t 335 389 -52 136 -156 141 200
U n re q u ite d  official tra n sfe r  p a y m e n ts 52 67 79 101 104 111 137
L o n g -te rm  cap ital 314 -721 570 1 199 179
D ire c t in v e s tm e n t (n e t) 50 -47 6 3 56
P o rtfo lio  in v e s tm e n t (n e t) 204 -885 203 352 63
O th e r  lo n g - te rm  cap ita l 60 211 361 845 60
Official se c to r'' 114 215 84 368 161
L o ans received 225 284 217 553 232
A m o rtiz a tio n  p a y m e n ts -111 -66 -131 -183 -70
C o m m erc ia l b an k s '' 43 42 134 256 -13
L o ans received 43 42 135 256 4
A m o rtiz a tio n  p a y m e n ts - - - - -17
O th e r  sec to rs '' -97 -45 142 221 -87
L o ans received 99 111 303 334 145
A m o rtiz a tio n  p a y m e n ts -196 -159 -166 -114 -235
S h o rt- te rm  cap ita l (n e t) 391 380 -459 -1 123 -63
Official secto r -3 2 2 5 1
C o m m erc ia l banks 433 -385 -87 -630 67
O th e r  sec to rs -38 763 -374 -499 -131
E rro rs  and  o m iss io n s  (n e t) -421 663 -242 -40 -376 30 88
G lo b a l b a la n c e ' -27 11 -75 -15 -13 -86 291
T o ta l v a r ia tio n  in  rese rv es
(-  sign  ind ica tes an  in c rease ) 21 -17 68 9 3 70
M o n e ta ry  gold - - - - - -
Special D ra w in g  R ig h ts - 4 -2 -1 4 -
IM F  re se rv e  p o s itio n 2 -7 10 - -9 9
F o re ig n  ex ch an g e  asse ts 30 5 -11 20 -100 -19
O th e r  assets - - - - - -
U se  m ad e  o f  IM F  cred it -11 -18 71 -10 109 79
Source: 1979-1984: International Monetary Fund, Balance o f  Paym ents Yearbook, March 1986; 1985: ECLAC, on the basis of official figures. 
”As from 1980 the figures include the Canal Zone. ’Preliminary figures. ’Including other non-factor services. ’including net 




PANAMA: INDICATORS OF EXTERNAL INDEBTEDNESS
1980 1981 1982 1983 1984 1985
E x te rn a l  p u b l ic  d e b t
L ong- and m e d iu m -te rm  
S h o rt- te rm  
D isb u rse m e n ts  
S erv ic ing  
P rin c ip a l 
In te re s t"
R a tio s
S e rv ic in g /d isb u rse m e n ts  
E x te rn a l p u b lic  d e b t /e x p o r ts  o f  
goods and serv ices 
S e rv ic in g /e x p o rts  o f  goods and 
se rv ices *4
M ill io n s  o f  d o lla rs



















Source: ECLAC, on the basis of figures provided by the Controller-General of the Republic, Statistics and Census Office. 
"Refers to "interest paid" item of the balance-of-payments current account.
T h e  d e b t  r e n e g o t i a t i o n  w a s  b e g u n  in  198 4  in  v ie w  o f  t h e  h u g e  b u r d e n  o f  p u b l ic  in d e b te d n e s s ,  
b o th  w i th  r e s p e c t  to  t h e  d o m e s t ic  p r o d u c t  a n d  to  e x p o r t s .  I n  1982  th e  p u b l ic  d e b t  r e p r e s e n te d  
a p p r o x im a te ly  7 8 %  o f  t h e  v a lu e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s , a n d  in  198 4  i t  a m o u n te d  to  m o r e  
t h a n  1 2 0 %  o f  s u c h  e x p o r t s .
A l th o u g h  th e  t e r m s  o f  t h e  r e n e g o t i a t i o n  c o m p le t e d  in  O c to b e r  1985 w e r e  m o r e  f a v o u ra b le  t h a n  
p r e v io u s  o n e s ,  th e y  w i l l  s t i l l  im p ly  a d ju s tm e n ts ,  a n d  th e r e f o r e  t h e  s c a n ty  r e s o u r c e s  a v a i la b le  fo r  
i n v e s tm e n t  a n d  t h e  r e d u c e d  S ta te  p a r t i c i p a t i o n  in  t h e  e c o n o m y  w il l  m a k e  i t  im p o s s ib le  to  in c r e a s e  
e m p lo y m e n t  a n d  to  r e a c h  e c o n o m ic  g r o w th  r a te s  s im i la r  to  th o s e  r e g i s te r e d  a t  th e  b e g in n in g  o f  th e  
d e c a d e .
W i t h  r e g a r d  to  t h e  e x t e r n a l  d e b t  r e n e g o t i a t i o n ,  a  s t r u c tu r a l  a d ju s tm e n t  p r o g r a m m e  w a s  
p r o p o s e d  w h ic h  in c lu d e d  t h e  f o l lo w in g  m a in  e l e m e n ts :  a )  r e o r g a n iz a t io n  o f  t h e  p u b l ic  s e c to r ,  w i th  
e m p h a s i s  o n  th e  r e d u c t io n  o f  i ts  s iz e , t h e  g r a d u a l  e l i m i n a t i o n  o f  h o u s in g ,  w a te r  a n d  e le c tr ic i ty  
s u b s id ie s  a n d  o f  e a r ly  r e t i r e m e n t  f a c i l i t ie s ,  a n d  th e  t r a n s f e r  to  p r i v a t e  o w n e r s h i p  o f  s o m e  d e c e n t r a l ­
iz e d  e n t e r p r i s e s ;  b )  f l e x ib i l i z a t io n  o f  t h e  la b o u r  m a r k e t  t h r o u g h  c h a n g e s  in  th e  la b o u r  l e g is la t io n ;  
c )  p r o m o t i o n  o f  b o th  t r a d i t i o n a l  a n d  n o n - t r a d i t i o n a l  e x p o r t  a c t iv i t ie s ,  a n d  d )  r e a c t iv a t io n  o f  t h e  
p r i v a t e  s e c to r  a s  t h e  m a in  g e n e r a t o r  o f  i n v e s tm e n t ,  e m p lo y m e n t  a n d  e x p o r t s .
4 . P r i c e s  a n d  w a g e s
a )  Prices
B e c a u s e  o f  t h e  o p e n  c h a r a c te r  o f  t h e  P a n a m a n i a n  e c o n o m y , d o m e s t ic  p r ic e s  fo llo w  th e  
m o v e m e n t s  o b s e r v e d  in  i n t e r n a t io n a l  p r ic e s  a n d ,  e s p e c ia l ly ,  t h e  v a r i a t i o n s  r e c o r d e d  in  t h e  U n i t e d  
S ta te s  e c o n o m y . C o n s e q u e n t ly ,  t h e  g a p  b e tw e e n  th e  P a n a m a n i a n  p r i c e  in d e x e s  a n d  th o s e  o f  t h e  
U n i t e d  S ta te s  h a s  r a re ly  e x c e e d e d  2 0 %  (se e  t a b le  16).
I n  1985 t h e  g e n e r a l  p r i c e  in d e x  r e m a in e d  a m o n g  th e  lo w e s t  in  t h e  c o n t in e n t  a n d  fo llo w e d  a 
d o w n w a r d  t r e n d  ( s e e  t a b le  17). H o w e v e r ,  s o m e  d if fe r e n c e s  p e r s i s t e d  b e tw e e n  t h e  e v o lu t io n  o f  t h e  
p r ic e s  o f  a g r ic u l tu r a l  g o o d s ,  w h o le s a l e  p r ic e s  a n d  c o n s u m e r  p r ic e s  ( s e e  t a b le  5). T h e  d e c l in e  in
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Table 16
(Index: 1970 == 100)
PANAMA: EVOLUTION OF THE EXCHANGE RATE
E x ch an g e
ra te
(b a lb o as 
p e r  d o lla r)
(1)
E x ch an g e
rare
(2)
D o m estic




E x te rn a l




A d justed  real 
ex ch an g e  ra te  
ind ex





( 3 ) / (4 )
(6)
1970 1 000 100.0 100.0 100.0 100.0 1.00
1980 1 000 100.0 300.7 243 .6 81.0 1.23
1981 1 000 100.0 330.9 265 .8 80.3 1.24
1982 1 000 100.0 358.2 271.2 75.7 1.32
1983 1 000 100.0 366.7 274 .6 74 .9 1.34
1984 1 000 100.0 370.4 281.1 75.9 1.32
1985 1 000 100.0 393.4 292.1* 74.3 1.35
Source: ECLAC, un the basis of official figures.
"United States wholesale price index. Preliminary figures.
T ab le  17
P A N A M A : E V O L U T IO N  O F  D O M E S T IC  P R IC E S
1980 1981 1982 1983 1984 1985"
n  fro m  D e c e m b e r  to  D e c e m b e r
C o n su m e r  p ric e  index 14.4 4.8 3.7 2.0 0.9 0.4
F oo d 15.6 6.5 4 .9 1.3 1.3 -0.8
W h o le sa le  p rice  index 13.8 8.9 7.4 1.3 2.1 4 .6
Im p o rte d  p ro d u c ts  
D o m e s tic  p ro d u c ts
11.6 13.2 4 .0 5.3 0.2 0.1
A g ricu ltu ra l 16.2 0.8 10.7 4 .0 23.2 23.2
M an u fac tu red  
C o n s tru c tio n  m a te ria ls
14.6 8.4 8.8 -2.3 3.6 0.3
V a r ia t io n  b e tw e e n  an n u a l av erag es
C o n su m e r p rice  index 13.8 7.3 4.2 2.1 1.6 1.1
F oo d 12.6 9.2 5.9 2.3 1.5 0.3
W h o le sa le  p rice  index 15.3 10.0 8.3 2.4 1.0 3.8
Im p o rte d  p ro d u c ts  
D o m e s tic  p ro d u c ts
13.1 13.7 5.7 3.9 2.2 1.0
A g ricu ltu ra l 12.4 6.8 9.8 4.0 15.7 20.1
M an u fac tu red 17.9 8.5 9.6 0.8 -4.6 -0.3
C o n s tru c tio n  m a te ria ls





PANAMA: EVOLUTION OF WAGES
In d ex es (1980  =  100) G ro w th  ra tes
1981 1982 1983 1984 1985 1981 1982 1983 1984 1985
A v e ra g e  w a g e s  an d  
sa la rie s"
N o m in a l
T ota l 105.1 110.5 116.0
N o n -m a n u a l w o rk e rs 104.3 110.7 114.9
P u b lic  sector 107.6 109.7 120.0
P riv a te  sector 105.9 105.4 112.2
C anal Z o n e 102.2 122.7 123.8
B a n k in g  c en tre  
R eal
105.9 115.5 127.9
T ota l 98.0 98.8 101.5
N o n -m a n u a l w o rk e rs 97.2 98.9 100.6
P u b lic  sector 100.3 98.1 105.1
P riv a te  sector 98.7 94.3 98.3
C anal Z o n e 95.3 109.7 108.4
B a n k in g  cen tre 98.7 103.2 112.0
M in im u m  w a g e s  an d  
sa la rie s
N o m in a l
In  g en era l 125.0 125.0 147.5
C o n s tru c tio n  sector" 107.5 113.5 121.0
D o m e s tic  serv ice 
R e a l
120.8 120.8 120.8
In  g en era l 116.5 111.8 129.2
C o n s tru c tio n  sector" 100.2 101.5 106.0
D o m estic  serv ice 112.6 108.0 105.8
5.1 5.2 4.9
118.7 116.9 4.3 6.2 3.8 3.3 -1.5
124.1 7.6 2.0 9.4 3.4
5.9 -0.5 6.5
127.7 2.2 20.1 0.9 3.2
133.1 133.2 55.9 9.0 10.8 4.0 0.1
-2.0 1.0 2.7
102.3 99.7 -2.8 1.8 1.7 1.7 -2.5
107.0 0.3 -2.2 7.1 1.8
-1.3 -4.5 4.2
110.1 -4.7 15.1 -1.2 1.6
114.7 113.7 -1.3 4.6 8.5 2.4 0.9
147.5 147.5 25.0 - 18.0 - -
125.0 127.8 7.5 5.6 6.6 3.3 2.2
166.7 166.7 20.8 - - 37.9 -
127.2 125.9 16.5 -4.0 15.6 -1.6 -1.0
107.8 109.0 0.2 1.3 4.4 1.7 1.1
143.7 142.2 12.6 -4.1 -2.0 35.8 -1.0
Source: ECLAC, on the basis of figures provided by the Ministry of Labour and Social Welfare and the Controller-General of the Republic. 
"Average salaries of non-manual workers. Whole country, except Panama City. c Refers towages agreed upon by means of collective
agreements between the Panamanian Construa ion Chamber and the Consolidated National Union of Construction Workers (SUNTRACS).
p u r c h a s e s  b y  d e c e n t r a l i z e d  e n t e r p r i s e s ,  su c h  a s  t h e  A g r ic u l tu r a l  M a r k e t in g  I n s t i t u t e ,  w a s  p a r t ly  
r e s p o n s ib l e  f o r  t h e  d r o p  in  p r o d u c e r  p r ic e s ,  w h i le  t h e  r i s e  in  i n t e r m e d ia t io n  c o s ts  in f lu e n c e d  
w h o le s a le  p r ic e s .  O n  t h e  o t h e r  h a n d ,  fo o d  p r ic e s  r o s e  o n ly  s l ig h t ly ,  o w in g  to  in c r e a s e d  c o m p e t i t i o n  
f ro m  im p o r t e d  fo o d s tu f fs ,  w h ic h ,  g iv e n  th e  s t a g n a t io n  in  d o m e s t ic  d e m a n d ,  f o rc e d  r e t a i l e r s  to  r e d u c e  
t h e i r  p r o f i t  m a r g i n s  ( s e e  ta b le  13).
b )  Wages
T h e  s ta b i l i z a t i o n  a n d  a d ju s tm e n t  p o l ic ie s  i m p le m e n te d  s in c e  1 9 8 4  a n d  th e  s t a g n a t io n  in  
v a r io u s  p r o d u c t iv e  b r a n c h e s  le d  to  a  d e c l in e  in  a v e r a g e  w a g e s ,  b o th  in  r e a l  a n d  n o m in a l  t e r m s  (s e e  
t a b le  18).
T h e  f r e e z in g  o f  m i n im u m  w a g e s  a n d  s a la r ie s  s in c e  1 9 8 3 , u n e m p lo y m e n t  a n d  t h e  w e a k  g r o w th  
o f  m a n u f a c tu r in g  c a u s e d  t h e  la b o u r  p r e s s u r e s  f o r  r i s e s  in  w a g e s  to  lo s e  g r o u n d  in  c o m p a r i s o n  w i th  
o t h e r  o b je c t iv e s ,  s u c h  a s  e n s u r i n g  e m p lo y m e n t  a n d  b lo c k in g  c h a n g e s  in  t h e  la b o u r  l e g i s la t io n  w h ic h  
th e  u n io n s  c o n s id e re d  d e t r i m e n ta l  to  t h e  w o r k e r s ' in te r e s t s .
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Table 19
P A N A M A : C O N S O L I D A T E D  B A L A N C E  O F  T H E  B A N K I N G  S Y S T E M "
Y ear-en d  balance
(m illio n s  o f  ba lb o as) G ro w th  ra tes
1982 1983 1984 1985* 1982 1983 1984 1985*
A sse ts 31 207 29  746 26  210 28  293 9.0 -4 .7 -1 1 .9 7.9
L iqu id 7 085 8 722 6 552 8 482 24.3 23.1 -24.9 29.5
C a sh 74 75 81 0.8 8.0
O th e r  liquid  asse ts
D o m e s tic 203 1 221 148 1 2 3 9 502.6 -87.9 737.2
E x te rn a l 6 808 7 426 6 323 7 243 26.8 9.1 -14.9 14.6
D e p o s its  in  ban k s
D e m a n d  d e p o s its 606 432 2 9 8 386 -28.7 -31.0 29.5
T im e  d ep o s its 6 186 6 970 6 013 5 420 21 .9 12.7 -13.7 -9 9
D e p o s its  in  IM F  (S D R ) 4 20 4 11 377.3 -80.0 175.0
O th e r 12 4 8 -66.1 100.0
In v e s tm e n t 22 524 19 714 18 168 18 349 5.5 -12.5 -7 .8 1.0
C red it p o rtfo lio 2 1 2 3 3 18 367 17 029 17 205 3.8 -13.5 -7.3 1.0
D o m e s tic 3 351 3 533 3 764 3 923 6.5 5.4 6.5 4.2
E x te rn a l 17 882 14 834 13 265 13 282 3.4 -17.0 -10.6 0.1
S ecurities 1 291 1 347 1 139 1 144 42 .8 4.3 -15.4 0.4
O th e r  asse ts 1 598 1 310 1 4 9 0 1 4 6 2 0.5 -18 .0 13.7 -1 .9
L ia b il i t ie s  an d  c a p i ta l ' 30 547 2 9  746 2 6  166 27  102 9.0 -2 .6 -12 .0 3.6
D e m a n d  d e p o s its 1 123 1 257 1 4 7 4 1481 4 .8 11.9 17.3 0.5
P riv a te 375 375 332 414 5.9 - -11.5 24.7
Official e n titie s 222 240 251 223 13.8 8.1 4.6 -11.2
F o re ig n  in d iv id u a ls 257 341 296 323 -9 8 32.7 -13.2 9.1
F o re ig n  ban k s 269 301 595 521 13.0 11.9 97.7 -12.4
T im e  and  sa v in g s  d e p o s its 2 6  485 24 461 20  631 2 1 6 5 2 6.3 7.6 -15.7 5.0
In d iv id u a ls 1 574 2  639 1 785 1 882 13.5 67.7 -32.4 5.4
F o re ig n  in d iv iduals 3 846 2  248 4  051 4  871 12.8 -41.5 80.2 20.2
F o re ig n  banks 21 065 19 574 14 795 14 899 4 .8 -7.1 -24.4 0.6
L ia b il i t ie s 736 1 002 1 353 1 070 59.3 36.1 35 .0 -20 .9
O th e r  l ia b i l i t ie s ,  c a p ita l and
reserv es 2  203 3 026 2  708 2  899 30.0 37.3 -10.5 7.0
In te rn a tio n a l  rese rv es  o f  th e
b a n k in g  system 74 79 107 77 3.5 36.1 -28.1
G o ld - - - - 33.3 -50.0 -
M oney 74 79 107 5.5 36.2
U .S. do llars 73 76 100 4.0 30.8
O th e r  cu rre n c ie s  and  bills 1 2 7 112.9 225 .6
Source: ECLAC, on the basis of figures supplied by the National Banking Commission and the Controller-General of the Republic, Statistics and 
Census Office. h
"Refers to the total of 70 banks (17 Panamanian and 53 foreign) which operate under general license in the country. Estimated




PANAMA: COMPOSITION OF THE INTERNATIONAL BANKING CENTRE”
1983 1984 1985
T o ta l  n u m b e r  o f  e s ta b lis h m e n ts 124 123 122
Official 2 2 2
U n d e r  g en era l license 67 68 67
U n d e r  in te rn a tio n a l license 43 41 41
A s field offices 12 12 12
T ota l asse ts  o f  th e  C e n tre  
(m illio n s  o f  ba lboas) 42  786 37 988 38 954
A sse ts  o f  th e  n a tio n a l b an k in g  
system  (m illio n s  o f  balboas) 2 9  746 2 6  210 28  324
Source: National Banking Commission and Banco Nacional de Panama. 
"At December of each year.
5. F i s c a l  a n d  f i n a n c i a l  p o l i c i e s
a )  Financial activity
T h e  r e d u c t io n  in  t h e  f isc a l d e f ic i t  a c h ie v e d  in  1985 — m a in ly  t h r o u g h  a n  in c r e a s e  in  in d i r e c t  
t a x e s —  a n d  th e  r e a d ju s tm e n t  o f  v a r io u s  g o v e r n m e n t  s e rv ic e  ta r i f f s ,  w h ic h  r a i s e d  n o n - t a x  in c o m e ,  
f a i le d  to  r e d u c e  t h e  f in a n c in g  n e e d s  o f  t h e  p u b l ic  s e c to r . I n  f a c t, a s  t h e  a m o u n t  o f  e x t e r n a l  f i n a n c in g  
d e c l in e d  ( - 3 6 % ) ,  g r e a t e r  u s e  w a s  m a d e  o f  d o m e s t ic  c r e d i t s ,  w h ic h  ro s e  f ro m  111 to  1 4 8  m i l l io n  
b a lb o a s  in  t h e  c o u r s e  o f  th e  y e a r .  A t  t h e  s a m e  t im e ,  d e p o s i t s  b y  o ffic ia l b o d ie s  in  t h e  b a n k in g  s y s te m  
d r o p p e d  1 1 .2 % , so  t h a t  t h e  m o n e ta r y  a n d  f in a n c ia l  p o l ic y  h a d  a  r e s t r i c t i v e  n a tu r e .
T h e  c o n t r i b u t i o n  m a d e  to  t h e  g r o s s  d o m e s t ic  p r o d u c t  b y  t h e  P a n a m a n i a n  in t e r n a t io n a l  b a n k in g  
a n d  f in a n c ia l  c e n t r e ,  w h ic h  in c lu d e s  a ll  b a n k s  in  t h e  c o u n t r y ,  r e m a in e d  a t  t h e  d e p r e s s e d  le v e l  o f  t h e  
p r e v io u s  y e a r ,  d e s p i te  t h e  s l ig h t  in c r e a s e  in  a s s e ts  a n d  i n v e s tm e n t s  r e c o r d e d  in  t h e  l a s t  q u a r te r .
A f te r  t h e  d e c l in e  in  l iq u id  a s s e t s  in  19 8 4  a n d  th e  c o n t r a c t io n s  in  t h e  e x t e r n a l  p o r t f o l i o  r e c o r d e d  
in  1983  a n d  1 9 8 4 , t h e r e  w a s  a  s l ig h t  r e c o v e r y  s t e m m i n g  f ro m  d o m e s t ic  o p e r a t i o n s  ( in  c o n t r a s t  w i th  
e x t e r n a l  o p e r a t i o n s ,  w h ic h  r e m a in e d  d e p r e s s e d )  a n d  f ro m  d e m a n d  d e p o s i t s  ( in  c o n t r a s t  w i th  t im e  
d e p o s i t s ,  w h ic h  d e c l in e d  9 9 % )  ( s e e  ta b le  19).
T h e  s l ig h t  e x p a n s io n  in  t h e  c r e d i t  c a p a c ity  o f  t h e  b a n k in g  s y s te m  — e s p e c ia l ly  t o w a r d s  t h e  e n d  
o f  t h e  y e a r —  d id  n o t  le a d  to  g r e a t e r  r e s o u r c e  a v a i la b i l i ty  f o r  t h e  p r i v a t e  s e c to r ,  s in c e  t h e  c e n t r a l  
g o v e r n m e n t  n o ta b ly  in c r e a s e d  i ts  d o m e s t i c  in d e b te d n e s s  in  o r d e r  to  m a k e  a m o r t i z a t i o n  p a y m e n t s  fo r  
c r e d i t s  r e c e iv e d  i n  p r e v io u s  p e r io d s .
S in c e  1983 t h e r e  h a s  b e e n  a  r e d u c t io n  in  t h e  n u m b e r  o f  b a n k s  a n d  in  t h e  v o lu m e  o f  t h e i r  
o p e r a t i o n s .  T h e  b ig g e s t  d r o p s  w e r e  in  t h e  i n t e r n a t io n a l  i n s t i t u t i o n s 2 ( s e e  ta b le  2 0 ) .  T h e  b a n k in g  
s y s te m 's  a s s e ts  d r o p p e d  b e tw e e n  D e c e m b e r  1983  a n d  D e c e m b e r  1985  f ro m  a lm o s t  3 0  b i l l io n  b a lb o a s  
to  2 8  b i l l io n  b a lb o a s ,  d i r e c t ly  r e f l e c t in g  th e  L a t in  A m e r ic a n  f in a n c ia l  c r is is . S in c e  1983  t h e  i n t e r n a ­
t io n a l  b a n k in g  a n d  f in a n c ia l  c e n t r e  b e g a n  to  r e c o r d  a n  o u t f lo w  o f  fu n d s ,  m a in ly  to  t h e  U n i t e d  S ta te s ,  
w h e r e  t h e  p a r e n t  b a n k s  to o k  o v e r  t h e  m a n a g e m e n t  o f  t h e  fu n d s  o f  t h e i r  s u b s id ia r ie s  in  P a n a m a .
T h e  c r e d i t  p o r t f o l io  o f  t h e  f in a n c ia l  c e n t r e  d e t e r i o r a t e d  a s  a  r e s u l t  o f  t h e  r e d u c t io n  in  e x t e r n a l  
o p e r a t i o n s ,  s in c e  d o m e s t ic  c r e d i t  c o n t in u e d  to  g ro w , m a in ly  b e c a u s e  o f  th e  f in a n c in g  g r a n t e d  to  t h e  
g o v e r n m e n t .
2 The National Banking Commission grants three types of licences for operating in Panama: a) general, for operations both inside and 
outside the country; b) mternational, for banks which, from an office established in Panama, limit themselves exclusively to transaaions which 




The im plem entation  o f the adjustment policy m ade it possible to reduce the deficit from 12.7% 
to 4 .1 %  of the product betw een 1984 and 1985. Central governm ent current savings reached 125 
m illion balboas, after having recorded current deficits for several years previously (see table 21). 
Likewise, current income increased by over 17% through the bigger revenue from indirect taxes and 
the adjustm ent made in the tariffs and contributions of public services.
Table 21
PANAM A: CENTRAL GOVERNMENT INCOME AND EXPENDITURE




On foreign trade 
Non-tax income
2. Current expenditure 
Wages
Operational and management 
expenditure
Debt interest and expenditure
3. Current savings (1-2)
4. Capital expenditure 
Real investment 
Amortization payments on debt
5. Total expenditure (2+4)
6. Fiscal deficit (or surplus) (1-5)
7. Financing of deficit 
Net domestic financing
Credit received 
Less amortization payments 
Bond placements 
Net external financing 
Credit received 












1982 1983 1984 1985°
848.0 906.0 916.0 1 075.0
614.6 661.7 634.7 688.7
331.5 366.9 321.4 362.5
283.1 294.8 313.3 326.2
106.0 115.0 121.1 129.7
233.0 244.0 281.0 256.6
930.0 929.0 955.0 950.0
318.6 355.8 350.6 334.6
299.4 286.2 296.4 283.4
312.0 287.0 308.0 332.0
-82.0 -23.0 -39.0 12.5
695.0 441.0 538.0 319.0
496.0 240.0 282.0 165.0
199.0 201.0 256.0 154.0
1 624.5 1 369.9 1 493.4 1 269.0
-777.0 -464.0 -577.0 -194.0
432.4 154.8 158.0 191.4
41.9 48.5 55.3 58.9
92.0 1030 111.0 148.1
51.0 58.0 66.0 89.8
0.9 3.5 10.3 0.5
299.7 7.6 2.0 44.0
411.0 132.9 165.7 106.4
111.3 125.3 163.7 62.4
90.8 98.7 100.7 88.5
Percentages
-11.8 -5.2 -7.3 39.2
47.8 33.9 38.7 15.3
14.4 15.1 14.0 14.5
38.0 31.3 32.9 26.8
18.2 10.6 12.7 4.1
5.4 10.5 9.6 30.8
38.6 1.3 0.3 38.5
Growth rates
1981 1982 1983 1984 1985°
13.5 7.3 6.8 1.1 17.4
14.7 5.7 7.7 -4.1 8.5
23.5 5.3 10.7 -12.4 12.8
5.8 6.1 4.1 6.3 4.1
8.8 7.0 8.5 5.3 7.1
8.3 12.0 4.7 15.2 8.7
14.3 29.6 -11.0 6.0 -0.5
0.3 6.9 11.7 1.5 -4.6
23.1 41.3 -19.9 10.1 -4.4
22.7 37.4 -8.0 7.3 7.9
-72.9 ••331.6 -72.0 69.6 220.5
-17.4 55.8 -36.6 22.0 -40.7
-26.4 47.2 -51.6 17.5 -41.5
32.9 82.6 1.0 27.4 -39.8
14.2 33.5 -15.7 9.0 -15.0
15.7 81.9 -40.3 24.4 •66.4
-3.6 103.7 -64.2 2.1 21.1
6.4 -38.8 15.8 14.0 6.5
15.5 12.2 12.0 7.8 33.4
87.5 240.0 13.7 13.8 36.0
-87.5 200.0 288.9 194.3 -95.1
29.2 8.1 -97.5 73.7 120.0
-29.6 66.0 -67.7 24.7 -35.8
30.5 35.6 12.6 30.6 61.9
19.4 11.1 8.7 2.0 -12.1
Source: ECLAC, on the basis of figures supplied by the Controller-General of the Republic, Statistics and Census Office. 
"Extimated figures.
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PA N A M A
O u ts t a n d in g  a m o n g  t h e  m e a s u r e s  a d o p te d  to  im p r o v e  ta x  r e v e n u e  w e r e  t h e  in c r e a s e  in  t h e  
a n n u a l  t a x  o n  b a n k s  ( w i th  g e n e r a l  o r  i n t e r n a t io n a l  l ic e n s e s )  a n d  o n  lo c a l  f ie ld  o ffic e s ; t h e  2 .5  %  ta x  o n  
t h e  c a p i ta l  o f  f in a n c ia l  b o d ie s ,  to  b e  p a id  o n  31 D e c e m b e r  o f  e a c h  y e a r ;  t h e  6 %  in c r e a s e  in  t h e  t a x  o n  
s h ip p in g  a g e n c ie s ' fe e s  f o r  s e rv ic e s  r e n d e r e d  to  s h ip s  w i t h i n  P a n a m a n i a n  t e r r i t o r y ,  w i t h  to ta l  
e x c lu s io n  o f  d e d u c t io n s  in  r e s p e c t  o f  e x p e n d i tu r e ,  c o s ts  a n d  p a y m e n t s  to  t h i r d  p a r t i e s ;  t h e  i n t r o d u c ­
t i o n  o f  a n  a d d i t io n a l  5 %  a n n u a l  t a x  o n  t h e  g r o s s  p r e m i u m s  p a id  to  in s u r a n c e  c o m p a n ie s ,  t h u s  r a i s in g  
th e  a n n u a l  a m o u n t  th e y  p a y  o n  t h e i r  to t a l  a s s e ts ;  a n d  t h e  in c r e a s e s  in  t h e  f isc a l lev y  o n  p u b l ic  
d o c u m e n t  r e g i s t r a t i o n ,  in  t h e  p r i c e  o f  o ffic ia l s t a m p e d  p a p e r ,  a n d  in  t h e  t a x e s  in  r e s p e c t  o f  l ic e n s e s  
g r a n t e d  to  e n t e r p r i s e s .  A  n e w  e x te r n a l  ta r i f f  s y s te m  w a s  a ls o  e s ta b l i s h e d  w h ic h  g a v e  r i s e  to  a d d i t io n a l  
r e v e n u e ,  a s  a lre a d y  n o te d ,  a n d  la s tly  t h e  i n h e r i t a n c e  t a x  w a s  e l im in a te d .
O n  t h e  s id e  o f  e x p e n d i tu r e ,  t h e r e  w a s  a  s l ig h t  d e c r e a s e  in  t h e  g o v e r n m e n t 's  c u r r e n t  o u t la y s . 
H o w e v e r ,  t h e r e  w a s  n o  a d ju s tm e n t  in  t h e  d e c e n t r a l i z e d  p u b l ic  s e c to r  (w h ic h  in c lu d e s  a r o u n d  2 2  
c o m p a n ie s ,  c o r p o r a t i o n s  a n d  in s t i t u t e s ) ,  s in c e  c u r r e n t  e x p e n d i tu r e  in c r e a s e d  b y  o v e r  4 % . T h e  
d e c e n t r a l i z e d  p u b l ic  s e c to r  d e f ic i t  e x c e e d e d  198  m i l l io n  b a lb o a s ,  a n d  th i s  n e g a t iv e  b a la n c e  w a s  th e  
m a in  so u rc e  o f  t h e  im b a la n c e  in  p u b l ic  f in a n c e s  a n d  fo rc e d  t h e  g o v e r n m e n t  to  r e s o r t  to  g r e a t e r  
in d e b te d n e s s .
A n o t h e r  w e a k n e s s  in  t h e  s t r u c tu r e  o f  p u b l ic  f in a n c e  w a s  t h e  d r o p  in  c a p i ta l  a c c u m u la t io n  
t h r o u g h  g o v e r n m e n t  in v e s tm e n t .  I n  fa c t, t h e  p r o p o s a l s  f o r  u p d a t i n g  t h e  C a n a l  e c o n o m y  a re  c o n d i ­
t i o n a l  u p o n  o b ta i n i n g  e x t e r n a l  f i n a n c in g  a n d  p a s s in g  o n  to  t h e  p r i v a t e  s e c to r  t h e  c o s ts  a n d  r i s k s  o f  th e  
n e w  in v e s tm e n t s .  E v e n  so , t h e  g o v e r n m e n t  w i l l  h a v e  s t i l l  to  c o v e r  t h e  i n v e s tm e n t  c o s ts  in v o lv e d  in  
in c r e a s in g  th e  b a s ic  s e rv ic e s  i n f r a s t r u c tu r e  o n  w h ic h  t h e  e x p a n s io n  o f  p r iv a t e  a c tiv ity  d e p e n d s .
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1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
A c c o r d in g  to  t h e  s t a t i s t i c s  o f  t h e  C e n t r a l  B a n k  o f  P a r a g u a y ,  t h e  r e v iv a l  o f  e c o n o m ic  a c tiv ity  g a th e r e d  
s t r e n g t h  in  1985 a n d  th e  g r o s s  d o m e s t ic  p r o d u c t  r o s e  b e y o n d  th e  le v e l  i t  h a d  r e a c h e d  p r i o r  to  t h e  
o n s e t  o f  t h e  1 9 8 2 -1 9 8 3  r e c e s s io n .  S im u l ta n e o u s ly ,  a c c o r d in g  to  o ffic ia l f ig u re s ,  t h e  r a te s  o f  u n e m p lo y ­
m e n t  a n d  in f la t io n  fe ll, a l t h o u g h  r e a l  a v e r a g e  w a g e s  a g a in  d e c lin e d .
In  s p i t e  o f  t h e  s h a r p  a d ju s tm e n t  a p p l ie d  to  t h e  e c o n o m y , t h e r e  w a s  a  f u r th e r  h e a v y  lo s s  o f  
i n t e r n a t io n a l  r e s e r v e s .  C o n s e q u e n t ly ,  t h e  n e t  e x t e r n a l  d e b t  c o n t in u e d  to  e x p a n d  a t  a n  u n a c c e p ta b le  
r a t e  in  s p i t e  o f  t h e  m a r k e d  d o w n t u r n  in  t h e  r a t e  o f  g r o w th  o f  t h e  g r o s s  e x t e r n a l  d e b t  ( s e e  t a b l e  1 a n d  
f ig u re  1).
A g r i c u l tu r e  e n jo y e d  f a v o u ra b le  c l im a t ic  c o n d i t i o n s  t h r o u g h o u t  t h e  1 9 8 4 /1 9 8 5  a g r ic u l tu r a l  y e a r . 
I n  a d d i t io n  to  t h e  h ig h  p r i c e s  o f  a g r ic u l tu r a l  p r o d u c t s  d u r in g  t h e  p r e v io u s  s e a s o n  a n d  th e  c o m p e n s a ­
to ry  p r ic e  p o l ic ie s  a p p l ie d  d u r in g  t h e  1985 h a r v e s t ,  t h e r e  w a s  a  s p e c ta c u la r  in c r e a s e  in  t h e  p r o d u c t io n  
o f  th e  c o u n t r y 's  m a in  c r o p s ,  d e s p i t e  t h e  v e ry  s h a r p  d r o p s  in  t h e  i n t e r n a t io n a l  p r ic e s  o f  t h o s e  c r o p s  a s  
f ro m  t h e  s e c o n d  h a l f  o f  1984 . A p p r o x im a te ly  5 0 %  o f  t h e  g r o w th  in  t h e  g r o s s  a d d e d  v a lu e  o f  th e  
e c o n o m y  is  d ir e c t ly  a n d  e x c lu s iv e ly  a t t r ib u t a b l e  to  t h e  h u g e  e x p a n s io n  o f  t h e  c o t to n  a n d  so y a  b e a n  
c ro p s .
In  1 9 8 5 , h o w e v e r ,  t h e  e c o n o m y  u n d e r w e n t  a  s e v e re  a d ju s tm e n t ,  a c c o m p a n ie d  b y  a  r i s e  o f  o v e r  
7 0 %  in  t h e  m a r k e t  e x c h a n g e  r a t e ,  a f te r  h a v in g  c o n s id e ra b ly  in c r e a s e d  i ts  a b s o r p t io n  o f  g o o d s  a n d  
s e rv ic e s  in  1984. T h is  w a s  d u e  to  t h e  m a r k e d  d e t e r i o r a t i o n  in  t h e  t e r m s  o f  t r a d e ,  to  a  f u r th e r  s h r in k a g e  
in  e x p e n d i t u r e  b y  th e  I t a ip u  a n d  Y a c y re ta  b in a t io n a l  e n t e r p r i s e s ,  a n d  to  t h e  s h a r p  fa ll in  t h e  n e t  
in f lo w  o f  e x t e r n a l  f u n d s  a n d  t h e  p e r s i s t e n c e  o f  a  c o n s id e r a b le  o u tf lo w  o f  s h o r t - t e r m  p r i v a t e  c a p i ta l .  
T h u s ,  t h e  b a la n c e - o f - p a y m e n ts  t r a d e  a c c o u n t  d e f ic i t  h a d  to  b e  b r o u g h t  d o w n  to  t h e  e q u iv a le n t  o f  3-2 %  
o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  in  1 9 8 5 , a f te r  h a v in g  e x p a n d e d  to  8 .8 %  in  1984. A l th o u g h  t h e  v o lu m e  
o f  e x p o r t s  o f  n o n - f a c to r  g o o d s  a n d  s e rv ic e s  r o s e  m a rk e d ly  o n  a c c o u n t  o f  t h e  e x c e p t io n a l  c o t to n  a n d  
so y a  b e a n  h a r v e s t s  m e n t io n e d  a b o v e , t h e  n a r r o w i n g  o f  t h e  g a p  b e tw e e n  g r o s s  d o m e s t ic  in v e s tm e n t  
a n d  g r o s s  n a t io n a l  s a v in g s  w a s  la rg e ly  d u e  to  t h e  c o m p r e s s io n  o f  t h e  v o lu m e  o f  e x t e r n a l  p u r c h a s e s .
N e v e r t h e l e s s ,  t h e  a d ju s tm e n t  c o u ld  h a v e  h a d  a n  e v e n  g r e a t e r  im p a c t.  T h e  c o u n try  d r e w  o n  
i n t e r n a t io n a l  r e s e r v e s  o f  a  s im i la r  a m o u n t  to  t h e  lo s s  r e c o r d e d  b y  th e  b a la n c e  o f  p a y m e n t s  a n d  b y  
n a t io n a l  in c o m e  o n  a c c o u n t  o f  t h e  d e t e r io r a t i o n  in  t h e  t e r m s  o f  t r a d e ,  i.e ., b y  t h e  e q u iv a le n t  o f  
a p p r o x im a te ly  3 %  o f  t h e  g r o s s  d o m e s t ic  p ro d u c t .  T h is  f re s h  lo s s  o f  e x t e r n a l  a s s e ts ,  t o g e th e r  w i th  th e  
f u r th e r  a c c u m u la t io n  o f  a r r e a r s  o f  p a y m e n t s ,  b r o u g h t  d o w n  th e  n e t  h o ld in g s  o f  i n t e r n a t io n a l  r e s e r v e s  
to  a  f ig u re  e q u iv a l e n t  to  t h r e e  m o n t h s '  i m p o r t s  o f  g o o d s  a n d  s e rv ic e s . W h i l e  t h e  g r o w th  r a t e  o f  t h e  
g r o s s  e x t e r n a l  d e b t  s lo w e d  d o w n  c o n s id e ra b ly  o n  a c c o u n t  o f  t h e  c o m p le t io n  o f  m a jo r  g o v e r n m e n t  
i n v e s tm e n t  p r o je c t s  a n d  t h e  d if f ic u lt ie s  e n c o u n te r e d  in  m a i n t a i n i n g  th e  f lo w  o f  fu n d s  f ro m  m u l t i l a t ­
e r a l  f in a n c ia l  i n s t i t u t i o n s  a s  a r e s u l t  o f  d i s a g r e e m e n t s  o v e r  e x c h a n g e  p o lic y , t h e  c o n s id e ra b le  
s h r in k a g e  in  h o ld in g s  o f  e x t e r n a l  a s s e ts  le d  to  a n  in c r e a s e  o f  a lm o s t  1 8 %  in  n o m in a l  t e r m s  in  t h e  n e t  
e x t e r n a l  d e b t . A s  a p e r c e n t a g e  o f  t h e  p r o d u c t  th i s  d e b t  (v a lu e d  a t  t h e  p a r a l l e l  e x c h a n g e  r a t e )  r o s e  to  
a lm o s t  7 0 %  in  1985 ( c o m p a r e d  w i th  4 8 %  in  198 4  a n d  o n ly  3 %  in  1 9 8 1 , b e fo re  t h e  o n s e t  o f  t h e  
r e c e s s io n ) .  T h is  t r e n d  w a s  t h e  r e s u l t  b o th  o f  d e c is io n s  t a k e n  to  m i t i g a t e  t h e  a d ju s tm e n t  p r o c e s s  a n d  o f  
t h e  s h a r p  c h a n g e s  in  r e l a t i v e  p r ic e s  c a u s e d  b y  t h e  m a jo r  u p s e t s  w h ic h  h a v e  a ffe c te d  th e  e c o n o m y  in  
r e c e n t  y e a r s .
T h e  s h r in k a g e  in  t h e  v o lu m e  o f  e x t e r n a l  p u r c h a s e s  a ffe c te d  d o m e s t ic  c o n s u m p tio n .  O n  a c c o u n t 
o f  t h e  c o n s t a n t  e x p a n s io n  o f  a g r ic u l tu r e ,  g r o s s  d o m e s t ic  i n v e s tm e n t  e v e n  r e v iv e d  s l ig h t ly ,  a f te r  
h a v in g  r e m a in e d  a t  a lo w  le v e l  d u r in g  t h e  p r e v io u s  t h r e e  y e a r s  a n d  in  s p i t e  o f  t h e  s h r in k a g e  in  
e x t e r n a l  f in a n c in g  a n d  th e  lo s s e s  in  in c o m e  c a u s e d  b y  th e  d r o p  in  e x p o r t  p r ic e s .
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Table 1
PARAGUAY: MAIN ECONOMIC INDICATORS
B a sic  e c o n o m ic  in d ic a to r s
G ro ss d o m es tic  p ro d u c t a t m a rk e t
1979
In d e x e s
1980
1980 =  100
1981 1982 1983 1984 1985"
p rices 90.0 100.0 108.7 108.0 104.7 108.1 112.5
G ro ss n a tio n a l in co m e 92.5 100.0 110.4 109.0 104.3 109.4 111.3
P o p u la tio n  (m illio n s  o f  in h a b ita n ts ) 3.07 3.17 3.27 3.37 3.47 3.58 3.68
P e r  cap ita  g ro ss d o m e s tic  p ro d u c t 92.9 100.0 105.4 101.5 95.6 95.8 96.8
S h o r t- ru n  e c o n o m ic  in d ic a to r s
G ro ss d o m e s tic  p ro d u c t
G ro w th  ra te s
11.3 11.2 8.7 -0.7 -3.0 3.3 4.0
P e r  c ap ita  g ro ss d o m e s tic  p ro d u c t 7.7 7.7 6.4 -3.6 -5.9 0.2 1.1
G ro ss n a tio n a l incom e 8.1 7.1 10.4 -1.2 -4.3 4.9 1.7
U n e m p lo y m e n t ra te  c 5.9 3.9 2.2 5.6 8.4 7.4 5.2
C o n su m e r  p rices 
D e c e m b e r  to  D ec e m b e r 35.7 8.9 8.1 8.9 14.1 29.8 23.1
V a ria tio n  b e tw een  an n u a l av erages 28.3 22.4 14.0 6.8 13.5 20.3 25.2
R ea l w ag es and  sa laries -6.5 0.7 5.3 -2.7 -7.1 -3.5 -2.1
M oney 24.5 25.8 0.1 -3.9 26.4 29.6 28.0
C u rre n t  in co m e  o f  g o v e rn m e n t 27.1 18.3 14.9 15.0 3.8 29.9 29.3
T o ta l e x p e n d itu re  o f  g o v e rn m e n t 23.6 30.4 14.5 22.2 14.4 -3.5 37.8
G lobal b a la n c e /to ta l  e x p e n d itu re  o f  
cen tra l g o v e rn m e n t 7.4 -2.6 -25.1 -14.4 -35.2 -10.9 -16.2
G lobal b a lan ce  o f  cen tra l 
g o v e rn m e n t/G D P 0.9 -1.1 -2.6 -1.7 -4.3 -1.0 -1.5
G lobal b a lan ce  o f  financial 
pub lic  s e c to r /G D P 1.8 -1.5 -2.6 -2.4 -7.2 -4.4 -3.2
C u rre n t va lue  o f  e x p o rts  o f  goods 
and services 18.2 10.2 0.1 9.0 -22.9 14.2 -4.6
C u rre n t va lue  o f  im p o rts  o f  goods 
and  serv ices 38.6 15.1 16.2 8.7 -33.3 31.9 -19.4
T e rm s o f  tra d e  (goods and 
se rv ices) 13.1 -16.0 6.6 -8.6 0.9 23.4 -18.3
E x te rn a l  se c to r
T ra d e  b a lan ce  (goods and  se rv ices)
M ill io n s  o f  d o lla rs
218  -276 -412 -446 -223 -276 -142
F ac to r  serv ices 4 -11 31 53 -21 -55 -58
B a lance  o n  c u rre n t account 210 -283 -378 -391 -252 -329 -171
B a lan ce  on  cap ita l account 372 434 421 329 255 305 84
V a ria tio n  in  in te rn a tio n a l rese rv es 165 153 43 -121 -49 -3 -132.
G ro ss  d isb u rsed  e x te rn a l deb t 733 861 94 9 1 2 0 4 1 4 6 9 1 6 5 4 1 773
N e t  d isb u rsed  e x te rn a l d e b r 138 88 131 514 1 0 2 9 1 3 4 5 1 5 8 2
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Percentages. rAnnual average rate in Greater Asuncion. Real wages of workers in Greater




W h ile  t h e  le v e l  o f  e x t e r n a l  p r ic e s  c o n t in u e d  to  fa ll , d o m e s t ic  in f la t io n  f lu c tu a te d  c o n s id e ra b ly  
d u r in g  1 9 8 5 , a n d  a f te r  h a v in g  s la c k e n e d  d u r in g  th e  f i r s t  s e v e n  m o n th s  i t  in te n s i f i e d  a la r m in g ly  in  
A u g u s t .  T h e  tw e lv e - m o n th ly  v a r i a t i o n  in  t h e  C e n t r a l  B a n k 's  c o n s u m e r  p r ic e  in d e x  fe ll f ro m  a lm o s t  
3 0 %  in  D e c e m b e r  1984  to  2 0 .5  %  in ju ly ,  b u t  t h e n  in  A u g u s t  a lo n e  t h e  le v e l  o f  c o n s u m e r  p r ic e s  r o s e  b y  
o v e r  1 0 % . N e v e r t h e l e s s ,  d u r in g  t h e  c lo s in g  m o n t h s  o f  t h e  y e a r  in f la t io n  v i r tu a l ly  c a m e  to  a  h a l t ,  a n d  
th e  a b o v e  in d e x  r o s e  b y  b a re ly  0.1 %  b e tw e e n  O c to b e r  a n d  D e c e m b e r .  I n  s p i t e  o f  a d ju s tm e n t s  to  th e  
m i n im u m  w a g e  w h ic h  m e a n t  t h a t  i ts  n o m in a l  v a lu e  in c r e a s e d  b y  a n  a v e r a g e  o f  a p p r o x im a te ly  3 3 %  
o v e r  1 9 8 4 , r e a l  w a g e s  o f  w o r k e r s  in  A s u n c ió n  a n d  o f  a g r ic u l tu r a l  w o r k e r s  d e c l in e d  o n  a v e r a g e  b y  2 %  
a n d  b y  1 4 -1 5 %  r e s p e c tiv e ly .
In  v ie w  o f  t h e  fa lls  in  t h e  i n t e r n a t io n a l  p r ic e s  o f  t h e  m a in  e x p o r t  p r o d u c t s  a n d  t h e  r i s e  in  t h e  
p a r a l l e l  r a t e  o f  e x c h a n g e ,  a t  t h e  b e g in n in g  o f  1985  t h e  o ff ic ia l e x c h a n g e  r a t e  f o r  e x p o r t s  w a s  in c r e a s e d  
b y  3 3 %  to  3 2 0  g u a r a n íe s  p e r  d o l la r .  H o w e v e r ,  t h e  o ff ic ia l e x c h a n g e  r a te s  o f  160 g u a r a n íe s  fo r  
s e rv ic in g  t h e  e x t e r n a l  p u b l ic  d e b t  a n d  2 4 0  g u a r a n íe s  fo r  S ta te  im p o r t s  a s  w e l l  a s  c e r ta in  im p o r t s  o f  
p r iv a t e - s e c to r  i n p u t s  w e r e  m a in ta in e d .
S u b s e q u e n t ly ,  t h e  im p a c t  o f  t h e  c o n t in u in g  d e c l in e  in  t h e  a b o v e - m e n t io n e d  in t e r n a t io n a l  
p r ic e s ,  t h e  r i s e  in  t h e  p a r a l l e l  r a t e  o f  e x c h a n g e  a n d  d o m e s t ic  in f la t io n  o n  t h e  p r o f i t a b i l i ty  o f  i te m s  
e x p o r t e d  a t  t h e  o ff ic ia l r a te  o f  e x c h a n g e  w a s  o f fs e t  b y  lo w e r in g  t h e  v a lu a t io n s  e s ta b l i s h e d  b y  th e  
C e n t r a l  B a n k  fo r  c u s to m s  p u r p o s e s .  A l th o u g h  th e s e  m e a s u r e s  h e lp e d  to  a c h ie v e  a n  u n p r e c e d e n te d  
h a r v e s t ,  e x c h a n g e  p o lic y  c o n t in u e d  to  u n n e c e s s a r i ly  in c r e a s e  t h e  c o s t  o f  t h e  a d ju s tm e n t  p r o c e s s .  T h e  
a v e r a g e  o ffic ia l r a te  o f  e x c h a n g e  r e m a in e d  e x c e s s iv e ly  lo w  c o m p a r e d  w i th  t h e  m a r k e t  r a t e ,  a n d  th e  
n u m b e r  o f  d i f f e r e n t  ty p e s  o f  e x c h a n g e  r a t e  in c r e a s e d ,  a s  d id  t h e  g a p s  b e tw e e n  th e m .  C o n s e q u e n t ly ,  
t h e  s y s te m  o f  r e l a t i v e  d o m e s t ic  p r ic e s  d e p a r t e d  e v e n  f u r th e r  f ro m  t h a t  w h ic h  w o u ld  h a v e  e x is te d  
w i t h o u t  t h e  e x i s t i n g  e x c h a n g e  r a t e  sy s te m . A t  t h e  s a m e  t im e ,  t h e  a s y m m e tr ic a l  a d ju s tm e n t s  m a d e  in  
th i s  s y s te m , s u c h  a s  t h a t  i m p le m e n te d  in  F e b r u a ry ,  b r o u g h t  a b o u t  a  p e r s i s t e iu  r i s e  in  d o m e s t ic  p r ic e s .  
C o n s e q u e n t ly ,  a l t h o u g h  t h e  e x c h a n g e  p o lic y  ( t o g e t h e r  w i th  t h e  u t i l i z a t io n  o f  i n t e r n a t io n a l  r e s e r v e s  
a n d  t h e  a c c u m u la t io n  o f  a r r e a r s  o f  p a y m e n ts )  d im in i s h e d  th e  sc a le  o f  t h e  a d ju s tm e n t  w h ic h  to o k  p la c e  
in  1 9 8 5 , t h e  s y s te m  o f  d o m e s t ic  p r ic e s  w a s  su b je c t  to  c o n s t a n t  d i s t o r t i o n s  a n d , in  t h e  f in a l  a n a ly s is ,  
c o n t in u e d  to  h a m p e r  p r o p e r  a l lo c a t io n  o f  r e s o u r c e s  to  e x p o r t - p r o d u c in g  a n d  im p o r t - s u b s t i t u t i n g  
s e c to rs .
M o r e o v e r ,  t h e  a u th o r i t i e s  r e m a in e d  r e lu c t a n t  to  i n t r o d u c e  an y  c le a r  in c r e a s e s  in  t a x a t io n  a n d  to  
a l lo w  t h e  r a t e s  c h a r g e d  b y  S ta te  e n t e r p r i s e s  to  r e f le c t  t h e i r  r e a l  p r o d u c t io n  c o s ts .  T h u s ,  to ta l  
n o n - f in a n c ia l  p u b l ic - s e c to r - in c o m e  a g a in  fe ll in  1985 in  r e l a t i o n  to  t h e  g r o s s  d o m e s t ic  p r o d u c t .  In  
c o n t r a s t ,  to t a l  n o n - f in a n c ia l  p u b l ic - s e c to r  e x p e n d i t u r e  e x p a n d e d ,  a l th o u g h  a t  a  r a t e  n o t  e x c e e d in g  
th a t  o f  in f la t io n .  A s  a  r e s u l t ,  t h e  n o n - f in a n c ia l  S ta te  d e f ic i t  r o s e  in  1985 t o 5 . 2 % o f  t h e  g r o s s  d o m e s t ic  
p r o d u c t ,  in  c o m p a r i s o n  w i th  a  b u d g e ta ry  t a r g e t  o f  4 % .  F u r t h e r m o r e ,  a s  c o n s id e ra b ly  le s s  e x te r n a l  
f in a n c in g  w a s  a t t r a c te d  t h a n  f o re c a s t ,  t h e  d o m e s t ic  c r e d i t  c r e a te d  b y  th e  d e f ic i t  w a s  e q u iv a le n t  to  
a p p r o x im a te ly  4 .3 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  w h e r e a s  in  1 9 8 4  th e  t a r g e t  h a d  b e e n  1 .5%  o f  t h e  
p r o d u c t  a n d  th e  a c tu a l  f ig u re  2 .6 % . T h e  m o n e y  is s u e  r e q u i r e d  to  f in a n c e  S ta te  e x p e n d i t u r e  r e p r e s ­
e n t e d  m o r e  t h a n  3 4 %  o f  t h e  m o n e ta r y  b a s e  a t  t h e  e n d  o f  1 9 8 5 , in  c o n t r a s t  w i th  t h e  f ig u re  o f  1 7 % fo r  
t h e  p r e v io u s  y e a r .
T h e  1985  m o n e ta r y  p r o g r a m m e  h a d  s e t  ou t- to  h o ld  d o w n  is s u e  d e r iv in g  f ro m  n o n - f in a n c ia l  
p u b l ic - s e c to r  o p e r a t i o n s  to  n o  m o r e  t h a n  2  3 %  o f  t h e  m o n e ta r y  b a s e  a t  t h e  e n d  o f  1 9 8 4 , in  l in e  w i th  a  
1 6 %  e x p a n s io n  o f  m o n e y  ( M ,)  a n d  a  2 5 %  lo s s  in  n e t  h o ld in g s  o f  e x t e r n a l  a s s e ts .  O n c e  m o s t  o f  t h e  
h a r v e s t  h a d  b e e n  b r o u g h t  in , t h e  b u lk  o f  t h e  a d ju s tm e n t  r e q u i r e d  b y  th e  f a i lu re  to  m e e t  t h e  c e i l in g s  f o r  
t h e  a l lo c a t io n  o f  c r e d i t  to  t h e  p u b l ic  s e c to r  fe ll o n  t h e  s h o u ld e r s  o f  t h e  p r i v a t e  c o m m e r c ia l  b a n k s ,  
w h ic h  w e r e  o b l ig e d  to  lo w e r  t h e i r  i n d e b te d n e s s  w i th  t h e  C e n tr a l  B a n k  b y  1 7 %  b e tw e e n  D e c e m b e r  
19 8 4  a n d  D e c e m b e r  1985  b y  th e  h a l t i n g  o f  r e d i s c o u n t in g  o p e r a t io n s .
E v e n  so , t h e  g r o w th  o f  t h e  m o n e y  s u p p ly  (M ,)  w a s  a lm o s t  d o u b le  t h e  t a r g e t .  A ll  in  a ll , t h e  
f in a n c ia l  p e r f o r m a n c e  o f  t h e  p u b l ic  s e c to r  p r e v e n t e d  in f la t io n  f ro m  d e c l in in g  in  l in e  w i th  t h e  
s h r in k a g e  in  l iq u id ity  w h ic h  a ffe c te d  th e  p r i v a t e  s e c to r  a s  f ro m  M a y . T h e  c o n s id e r a b le  e x p a n s io n  o f  
s u b s id iz e d  c r e d i t s  i n t e n d e d  f o r  t h e  p r o d u c e r s  a n d  p r o c e s s o r s  o f  t h e  m a in  e x p o r t  c r o p s  d u r in g  t h e  f irs t  
m o n t h s  o f  t h e  y e a r ,  w h ic h  w a s  e n c o u r a g e d  b y  th e  C e n tr a l  B a n k  in  o r d e r  to  c o u n te r a c t  t h e  n e g a t iv e  
c o n s e q u e n c e s  o f  t h e  e x c h a n g e  s y s te m  a ls o  c o n t r ib u te d  to  t h e  p r o n o u n c e d  g r o w th  o f  d o m e s t ic  l iq u id ity  
d u r in g  th e  f i r s t  p a r t  o f  t h e  y e a r ,  a s  w e l l  a s  to  t h e  e v o lu t io n  o f  t h e  p a r a l l e l  e x c h a n g e  r a t e  a n d  th e  
p e r s i s t e n c e  o f  u n u s u a l ly  h ig h  in f la t io n .  A l th o u g h  t h e  s u b s e q u e n t  a p p l ic a t io n  o f  a  h ig h ly  r e s t r i c t i v e
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¿M illions o f  doll ars. p e rcen tag es .
m o n e ta r y  p o lic y  to  t h e  p r i v a t e  s e c to r  b r o u g h t  d o w n  t h e  p a r a l l e l  r a t e  o f  e x c h a n g e  in  t h e  c lo s in g  
m o n t h s  o f  1 9 8 5 , a s  w e l l  a s  c a u s in g  a c t iv i ty  to  fa ll o f f  a n d  t h e  r a t e  o f  i n f la t io n  to  s lo w  d o w n , t h e  
t e n d e n c y  (a l re a d y  o b s e r v e d  in  t h e  tw o  p r e v io u s  y e a r s )  to  p u r s u e  to o  e x p a n s io n a r y  a  m o n e ta r y  p o lic y  
d u r in g  th e  f i r s t  h a l f  o f  t h e  y e a r  a n d  to o  r e s t r i c t i v e  a  p o lic y  d u r in g  s u b s e q u e n t  m o n t h s  b e c a m e  e v e n  
m o r e  p r o n o u n c e d .
T o g e th e r  w i th  t h e  e x c h a n g e - r a t e  s y s te m  a n d  f isc a l p o lic y , m o n e ta r y  p o lic y  t e n d e d  to  r e n d e r  t h e  
s y s te m  o f  r e l a t i v e  d o m e s t ic  p r ic e s  u n s ta b le ,  to  i n s t i t u t i o n a l i z e  in f la t io n  a n d  to  l e s s e n  t h e  e ff ic ie n c y  o f  
t h e  e c o n o m y . H o w e v e r ,  t h e  im p a c t  w a s  n o t  fe l t  in  fu ll b e c a u s e  o f  t h e  r a p id  g r o w th  o f  t h e  e x te r n a l  
d e b t ,  t h e  a c c u m u la t io n  o f  a r r e a r s  p a y m e n t s  a n d  t h e  u t i l i z a t i o n  o f  t h e  i n t e r n a t io n a l  r e s e r v e s  b u i l t  u p  
d u r in g  t h e  1 9 7 2 -1 9 8 1  b o o m .
2 . T r e n d s  in  e c o n o m i c  a c t iv i ty
a) Tbe product and income
D u r i n g  1985  t h e  r e v iv a l  o f  e c o n o m ic  a c tiv ity  i n te n s i f i e d  s t i l l  f u r th e r ,  a n d  a c c o r d in g  to  C e n tr a l  
B a n k  f ig u re s  t h e  g r o s s  d o m e s t ic  p r o d u c t  g r e w  b y  4 % :  a  f ig u re  c lo s e  to  t h e  4 .5  %  t a r g e t  w h ic h  h a d  b e e n  
s e t  b y  t h e  g o v e r n m e n t .  A c c o r d in g  to  o ff ic ia l f ig u re s ,  t h e  g r o s s  d o m e s t ic  p r o d u c t  s u c c e e d e d  in
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s u r p a s s in g  th e  le v e ls  i t  h a d  a t t a in e d  a t  th e  b e g in n in g  o f  th e  d e c a d e , i.e ., p r io r  to  th e  1 9 8 2 -1 9 8 3  
r e c e s s io n  ( s e e  t a b le  2 ) . 1 H o w e v e r ,  t h e  p e r  c a p i ta  p r o d u c t  r e m a in e d  b e lo w  t h a t  o f  1 9 8 1 , w h i le  t h e  g a p  
b e tw e e n  th e  le v e ls  o f  p o t e n t i a l  ( t r e n d )  a n d  a c tu a l a c tiv i ty  w id e n e d .
T h e  g r o s s  n a t io n a l  p r o d u c t  in c r e a s e d  b y  a  s im ila r  a m o u n t  to  g ro s s  d o m e s t ic  p ro d u c t .  T h e  g ro s s  
n a t io n a l  in c o m e ,  o n  th e  o th e r  h a n d ,  r o s e  b y  o n ly  1 .6% , b e c a u s e  o f  th e  s h a r p  d e c lin e  in  th e  
i n t e r n a t io n a l  p r ic e s  o f  th e  m a in  e x p o r t  p r o d u c ts .
b ) Supply and demand
D o m e s t ic  d e m a n d  fo r g o o d s  a n d  s e rv ic e s  fell by  s l ig h t ly  o v e r  1 %  d e s p i te  th e  s u s ta in e d  re c o v e ry  
o f  e c o n o m ic  a c tiv ity . T h is  w a s  a c c o u n te d  fo r  b y  th e  1 8 %  fall in  th e  v o lu m e  o f  im p o r t s  o f  n o n -  fa c to r  
g o o d s  a n d  s e rv ic e s ,  as is  r e v e a le d  by  an  a n a ly s is  o f  th e  o ffic ia l s t a t i s t i c s ,  w h ic h ,  o f  c o u r s e , e x c lu d e  
u n r e g i s t e r e d  t r a d e 1 2 ( se e  ta b le s  3 a n d  4 ) . In  t u r n ,  th e  s h a r p  s h r in k a g e  in  e x te r n a l  p u r c h a s e s  w a s  d u e  
m a in ly  to  th e  r is e  o f  a lm o s t  4 0 %  in  th e  m a r k e t  e x c h a n g e  r a te .  T h e  r a t io n in g  o f  fo re ig n  e x c h a n g e  b y  
th e  C e n tr a l  B a n k  a lso  h e lp e d  to  r e d u c e  e x te r n a l  p u r c h a s e s .
In  c o n t r a s t ,  d e s p i te  th e  s h a rp  fall in  th e  c o r r e s p o n d in g  in t e r n a t io n a l  p r ic e s ,  t h e  v o lu m e  o f  
e x p o r t s  o f  n o n - f a c to r  g o o d s  a n d  s e rv ic e s  r o s e  b y  o v e r  1 8 %  o n  a c c o u n t  o f  th e  h u g e  in c r e a s e s  w h ic h  
o c c u r r e d  fo r  t h e  s e c o n d  y e a r  r u n n in g  in  th e  c o t to n  a n d  so y a  b e a n  h a r v e s t s .  A s  in  1 9 8 4 , th e s e  p r o d u c ts  
led  th e  re c o v e ry  o f  e c o n o m ic  a c tiv ity . T h e  in c r e a s e s  in  th e  h a r v e s t s  w e r e  th e  r e s u l t  o f  th e  f a v o u ra b le
T ab le  2
P A R A G U A Y : S U M M A R Y  O F  F IG U R E S  O N  T H E  P R O D U C T , IN C O M E  A N D  E X P E N D IT U R E
(Millions of dollars at constant 1980 prices)"
G ro w th  ra te s
1981 1982 1983 1984 1985*
1981 1 9 8 2 1 9 8 3 1 9 8 4 1985*
G ro ss  d o m es tic  p ro d u c t a t 
facto r cost 4 534 4 485 4 392 4 559 4 743 8 .7 -1.0 -2.1 3 .8 4 .0
In d ire c t ta x e s , less 
subsid ies 295 3 1 2 261 245 255 8 .8 5 .9 -16.4 -6.0 4 .0
G ro ss  d o m e s tic  p ro d u c t a t 
m a rk e t p rices 4 829 4 797 4 653 4 804 4 998 8 .7 -0.7 -3.0 3.3 4 .0
N e t  im p o rts  o f  goods 
an d  se rv ices ' 4 3 7 4 1 1 2 2 9 4 2 4 160 58.1 -5.8 -44.3 85.1 -62.3
N e t  factor p a y m e n ts  from  
re s t o f  w orld 33 52 -20 -60 -58
T e rm s -o f - tra d e  effect 34 -15 -8 109 -5
G ro ss  d o m e s tic  e x p e n d itu re 5 265 5 208 4 882 5 229 5 158 11.6 -1.1 -6.4 7.1 -1.4
G ro ss  n a tio n a l p ro d u c t 4 862 4 849 4 633 4 744 4 940 9.5 -0.3 -4.4 2.4 4.1
G ro ss  n a tio n a l incom e 4 896 4 834 4 625 4 854 4 935 10.4 -1.3 -4.3 4.9 1.6
Source: ECLAC, on the basis of official data.
"At parity exchange rate. Preliminary figures. cN ot attributable to factory. Including unrequited private transfers.
1 It has been calculated that official statistics underestimated the depth of the recession. While the Central Bank of Paraguay estimated 
that the gross domestic product declined by 1 % in 1982 and by 3% in 1983 (at 1982 prices), a different source has calculated that the détériorât ion 
amounted to 5.5% and 10% (1977 prices) respectively. (If 1977 prices are adopted, the Central Bank figures indicate shrinkages of 2% in 1982 
and 3-7% in 1983.) (See United States Department of Commerce, Foreign Economic Trends and their Implications for the United States: 
Paraguay, Washington D.C., November 1984, pp. 3 and 4.) According to this alternative estimate, the level of activity recorded in 1985 was still 
much tower than in 1981, i.e., prior to the recession. At allevents.it should be borne in mind that the national accounts drawn up in respect of the 
Paraguayan economy suffer from a number of inaccuracies particularly in the case of statistics on the external seaor—where underestimat ions of 
external trade have been as high as 50%— as well as those relating to demand and its financing. (For an analysis of this phenomenon, see Richard 
Lynn Ground, "Las cuentas nacionales del Paraguay", Revis ta paraguaya de sociología, year 19, No. 5, September-December 1982, pp. 27 to 50.)
2 In contrast with the previous year's trend when there was a considerable increase in the proportion of registered imports within total 
imports —which themselves rose by 4.4% in real terms according to calculations by the International Monetary Fund— in 1985 registered 
imports followed a similar trend to that of total external purchases, according to preliminary figures provided by the IMF.
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Table 3
In d ex es (1 9 8 0 = 1 0 0 ) G ro w th  ra tes
1981 1982 1983 1984 1985" 1981 1982 1983 1984 1985"
T o ta l su p p ly 109.4 110.0 101.7 108.6 109.0 9.4 0.5 -7.5 6.8 0.4
G ro ss  d o m e s tic  p ro d u c t 
a t m a rk e t p rices 108.7 108.0 104.7 108.1 112.5 8.7 -0.7 -3.0 3.3 4 .0
Im p o rts  o f  goo d s and 
se rv ices 113.5 120.8 85.6 111.0 90.8 13.5 6.4 -29-1 29.7 -18.2
T o ta l  d e m a n d 109.4 11.0 101.7 108.6 109.0 9.4 .5 -7.5 6 .8 0.4
D o m e s tic  d em an d 111.6 110.4 106.5 110.8 109.3 11.6 -1.1 -.35 4.0 -1.4
G ro ss d o m e s tic  in v e s tm e n t 117.0 97.1 79-5 76.7 79.8 17.0 -17.0 -17.2 -3.5 4 .0
G ro ss  fixed in v e s tm e n t 118.0 96.3 79.0 75.7 78.1 18.0 -18.4 -18.0 -4.2 3.2
C h a n g es in  stocks 99.0 112.5 87.6 93.5 110.0 -1.0 13.6 -22.6 6.7 17.6
T ota l c o n su m p tio n 109.5 115.3 112.4 123.5 120.3 9.5 5.3 -2.5 9.9 -2.6
G en era l g o v e rn m e n t 119.4 122.1 125.9 137.7 123.3 19.4 2.3 3.1 9.4 -10.5
P riv a te 108.7 114.7 111.2 122.2 120.0 8.7 5.5 -3.1 9.9 -1.8
E x p o rts  o f  goo d s and 
se rv ices 91.7 107.1 86.9 90.2 106.9 -8.3 16.8 -18.9 3.8 18.5
Source: ECLAC, on the basis of official data.
"Preliminary figures. '"The figures for exports and imports of goods and services were taken from IMF balance-of-payments data
expressed in dollars at current prices, which were converted to constant 1980 values, using price indexes calculated by ECLAC for the purpose.
T ab le  4
P A R A G U A Y : S T R U C T U R E  O F  T O T A L  S U P P L Y  A N D  D E M A N D
(As a percentage of the gross domestic product)"
1977 1978 1979 1980 1981 1982 1983 1984 1985
T o ta l su p p ly 121.5 122.4 122.1 119.0 119.8 121.2 115.5 119.5 115.3
G ro ss  d o m e s tic  p ro d u c t 
a t m a rk e t p rices 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Im p o rts  o f g o o d s and 
se rv ices ' 21.5 22.4 22.1 19.0 19-8 21.2 15.5 19.5 15.3
T o ta l d e m a n d 121.5 122.4 122.1 119.0 119.8 121.2 115.5 119 5 115.3
D o m e s tic  d em an d 108.8 108.9 109.1 106.2 109.0 108.6 104.9 108.9 103.2
G ro ss  d o m e s tic  in v e s tm e n t 22.0 25.4 26.5 28 .8 31.0 25 .9 2 1 .9 20.4 20.4
T o ta l c o n su m p tio n 86.8 83.5 82.6 77.4 78.0 82.7 83.1 88.5 82.8
G en era l g o v e rn m e n t 6.9 7.2 6.0 6.2 6.8 7.0 7.5 7.9 6.8
P riv a te 80.0 76.3 76.5 71.2 71.2 75.6 75.6 80.5 76.0
E x p o rts  o f g o o d s and 
services'7 12.7 13.4 13.0 12.7 10.7 12.6 10.6 10.6 12.1
T e rm s-o f- tra d e  effect 6.7 5.0 2.5 - 0.7 -0.3 -0.2 2.3 -0.1
Source: ECLAC, on the basis of figures supplied by the Central Bank of Paraguay.
" At market prices in constant 1980 dollars, using the parity exchange rate. Preliminary figures. cThe figures for exports and
imports of goods and services were taken from balance-of-payments data expressed in dollars at current prices, which were converted to 
constant 1980 values through deflation with price indexes calculated by ECLAC for the purpose.
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i n t e r n a t io n a l  p r ic e s  w h ic h  h a d  p r e v a i l e d  d u r in g  th e  p r e v io u s  s e a s o n ,  t h e  e x c e p t io n a l ly  f a v o u ra b le  
c l im a t ic  c o n d i t i o n s  a n d  t h e  e x c h a n g e  a n d  c r e d i t  p o l i c ie s ,  w h ic h  s t im u la t e d  t h e  e x t e n s io n  o f  t h e  a r e a  
s o w n  a n d  h a r v e s te d .
T h e  d r o p  in  d o m e s t ic  d e m a n d  w a s  e x c lu s iv e ly  d u e  to  a  s h r in k a g e  in  c o n s u m p t io n .  G ro s s  
d o m e s t ic  i n v e s tm e n t ,  in  c o n t r a s t ,  b e g a n  to  r e c o v e r  a f te r  h a v in g  fa l le n  c o n s id e ra b ly  d u r i n g  th e  
p r e v io u s  t h r e e  y e a r s ,  a c c o r d in g  to  f ig u re s  p r o v id e d  b y  t h e  C e n t r a l  B a n k  o f  P a ra g u a y .
c )  Investment and savings
T h e  in c ip ie n t  r e v iv a l  o f  c a p i t a l  f o r m a t io n  w a s  s t im u la t e d  b y  a  s l ig h t  r e a c t iv a t io n  o f  p r i v a t e  
i n v e s tm e n t  a n d  a  s m a ll  in c r e a s e  in  g o v e r n m e n t  i n v e s tm e n t .  A l th o u g h  in v e s tm e n t  in  c o n s t r u c t io n  fe ll 
f o r  t h e  f o u r th  y e a r  in  a  r o w ,  e x p e n d i tu r e  o n  m a c h in e r y  a n d  e q u ip m e n t  in c r e a s e d  in  c o m p a r i s o n  w i th  
t h e  p r e v io u s  y e a r 's  d e p r e s s e d  le v e l  ( s e e  t a b le  5 ).
I n v e s t m e n t  r e v iv e d  in  s p i t e  o f  t h e  s h a r p  c u tb a c k  in  i n v e s tm e n t  b y  t h e  I t a ip u  a n d  Y a c y r e ta  
b i n a t io n a l  e n t e r p r i s e s .3 T h e  r e v iv a l  o f  c a p i t a l  f o r m a t io n  in  t h e  r e s t  o f  t h e  e c o n o m y  w a s  s t im u la t e d  b y  
t h e  s u s ta in e d  in c r e a s e  in  a g r ic u l tu r a l  p r o d u c t io n ,  a s  w e l l  a s  b y  t h e  m a in t e n a n c e  o f  p r e f e r e n t i a l  
i n t e r e s t  r a t e s ,  b e lo w  th e  le v e l  o f  i n f la t io n ,  f o r  c r e d i t  g r a n t e d  to  t h e  a g r ic u l tu r a l ,  l iv e s to c k  a n d  
m a n u f a c tu r in g  s e c to r s  u n d e r  t h e  M in im u m  P o r t f o l io  S y s te m .4
T a b le  5
P A R A G U A Y : O R I G I N , C O M P O S IT I O N  A N D  F I N A N C I N G  O F  
G R O S S  D O M E S T IC  IN V E S T M E N T  *
(As a percentage o f  the gross domestic product)"
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
G ro s s  d o m e s tic  in v e s tm e n t 2 1 .6 2 2 .0 25 .4 26 .5 28 .8 3 1 .0 2 5 .9 21 .9 20 .4 20 .4
O r ig in
P riv a te  secto r 13.9 15.0 18.7 20.9 25.2 27 .4 20.2 16.5 15.8 15.9
P u b lic  se c to r1 7.7 7.0 6.7 12.3 3.6 3.6 5.7 5.4 4.6 4.5
C o m p o s i t io n
C o n s tru c tio n 9.6 9.3 11.6 13.1 16.1 18.8 15.9 16.0 15.2 14.5
M a ch in e ry  and e q u ip m e n t 10.0 11.8 11.6 11.8 11.1 10.9 8.4 4.5 3.9 4.4
C h a n g es in  stocks 2.0 0.9 2.2 1.6 1.5 1.4 1.6 1.3 1.3 1.5
F in a n c in g
G ro ss  d o m e s tic  sa v in g 17.4 19.1 20.4 20.2 22.6 23.4 18.1 16.4 11.6 17.2
N e t  fac to r  p a y m e n ts ' -1.1 -0.8 -1.1 0.2 -0.2 0.7 1.1 -0.4 -1.2 -1.2
T e rm s -o f - tra d e  effect 3.1 6.7 5.0 2.5 - 0.7 -0.3 -0.2 2.3 -0.1
G ro ss  n a tio n a l  sa v in g 19.4 25.0 24.3 22.9 22.4 24.8 18.9 15.8 10.9 13.7
P r iv a te  se c to r 16.6 19.6 18.5 15.0 19.6 22.3 16.9 14.9 8.9 11.6
P u b lic  se c to r 2.8 5.4 5.8 7.9 2.8 2.5 2.0 1.3 2.1 2.1
E x te rn a l sa v in g 4.2 2.9 5.0 6.3 6.2 7.6 7.8 5.5 7.8 4.5
Source: ECLAC, on the basis of data supplied by the Central Bank of Paraguay and the Technical Planning Office.
"At market prices inconstant 1980 dollars at the parity exchange rate. Preliminary figures. c Includes State enterprises, except
the Itaipu and Y a ei reta Binational Enterprises. Refers to livestock sector only. 'Including private unrequited transfer
payments.
* Official statistics do not register the total investment expenditure of the binational enterprises. If these are incorporated into the 
Paraguayan national accounts on the basis of preliminary figures provided by the International Monetary Fund, total investment appears to have 
continued to decline in 1985.
4 Under this system at least 50% of the portfolio of commercial banks has to be in agriculture, manufacturing or exports. The rates of 
interest charged by commercial banks on the other credits in their portfolio remained higher than inflation.
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P A R A G U A Y : G R O S S  D O M E S T IC  P R O D U C T ,  B Y  K I N D  O F  
E C O N O M IC  A C T I V I T Y ,  A T  1980 M A R K E T  P R IC E S
Table 6
In d ex es  P e rcen tag e
(1 9 8 0 = 1 0 0 ) b reak d o w n  *i)
G ro w th  ra tes
1983 1984 1985" 1980 1985" 1982 1983 1984 1985"
G ro s s  d o m e s tic  p ro d u c t 100.0 100.0 100.0 100.0 100.0 -0 .7 -3 .0 3.3 4 .0
G o o d s 103.7 108.3 112.8 51.5 52.7 -1 .6 -3 .4 4 .5 4.1
A g ric u ltu re 107.8 114.2 119.4 29.5 31.4 0.4 -2.4 5.9 4.6
M in in g 109.1 110.2 115.7 0.4 0.4 2.3 -7.3 1.0 5.0
M a n u fa c tu r in g 96.2 100.5 105.6 16.5 15.5 -3.7 -4.2 4.5 5.0
C o n s tru c tio n 103.4 101.0 100.0 6.1 5.4 -6.0 -5.7 -2.4 -1.0
B a sic  se rv ices 112.0 115.4 121.5 6.6 7.1 9.4 -1.5 3 .0 5.3
E lec tric ity , gas and w a te r  
T ra n s p o r t ,  s to rag e  and
126.8 129.5 136.8 2.3 2.8 22.9 -1.9 2.2 5.6
c o m m u n ic a tio n s 104.0 107.8 113.3 4.2 4.3 2.0 -1.2 3.6 5.1
O th e r  se rv ices  
C o m m e rc e , re s ta u ra n ts
104.9 106.7 110.7 4 0 .9 40 .3 -1 .0 -2 .8 1.7 3.8
and h o te ls
F in an c ia l in s t i tu t io n s , 
in su ra n c e , real e s ta te
103.6 105.5 110.6 20.8 20.5 1.4 -3.9 1.8 4 .8
and b u sin e ss se rv ices 99.9 101.1 104.6 7.7 7.2 -9.6 -1.7 1.2 3.5
O w n e rsh ip  o f  d w ellin g s 
C o m m u n ity , social and
99.9 99.9 100.9 2.7 2.4 -2.0 -4.7 - 1.0
p erso n a l serv ices 110.1 112.2 114.8 12.4 12.6 0.5 -1.5 1.8 2.3
G o v e rn m e n t se rv ices 125.0 128.1 131.9 3.4 4 .0 4 .0 -2.1 2.4 3.0
Source: ECLAC, on [he basis of official figures.
Note: These series are calculated on the basis of official figures, which were reweighted according to the price structure in force in 1980. 
Consequently, the results obtained do not necessarily coincide with those published by the countries in their calculations at constant
prices.
"Preliminary figures. ^Including livestock, forestry and fishing.
A l th o u g h  t h e  r a t e s  o f  i n t e r e s t  g r a n t e d  b y  t h e  b a n k in g  s y s te m  o n  d e p o s i t s  r e m a in e d  b e lo w  th e  
le v e l  o f  in f la t io n ,  a n d  t h e  t e r m s  o f  t r a d e  u n d e r w e n t  a  s h a r p  d e t e r io r a t i o n ,  t h e  n a t io n a l  a c c o u n ts  
r e c o r d e d  a  p a r t i a l  r e c o v e ry  in  p r i v a t e  s a v in g .5 S a v in g  b y  t h e  n o n - f in a n c ia l  p u b l ic  s e c to r ,  f o r  i ts  p a r t ,  
r o s e  b y  a lm o s t  3 %  in  r e a l  t e r m s .  T h u s ,  t h e  c u r r e n t  a c c o u n t d e f ic i t  fe ll  c o n s id e ra b ly  ( to  4 .5 %  o f  t h e  
g r o s s  d o m e s t ic  p r o d u c t )  in  c o m p a r i s o n  w i th  t h e  7 .8 %  r e c o r d e d  th e  p r e v io u s  y e a r .
d )  Sectoral trends
T h e  r e c o v e ry  in  1985  w a s  la rg e ly  d u e  to  t h e  e x c e l le n t  p e r f o r m a n c e  o f  t h e  a g r ic u l tu r a l  s e c to r ,  
a l t h o u g h  p r o d u c t io n  in c r e a s e s  to o k  p la c e  in  a ll s e c to r s  o f  t h e  e c o n o m y  w i th  t h e  e x c e p t io n  o f  
c o n s t r u c t io n  ( s e e  ta b le  6 ).
i)  Agriculture. A g r ic u l tu r e  c o n t in u e d  its  v ig o r o u s  g r o w th  in  1985 a s  t h e  h a r v e s t s  o f  t h e  m a in  
c r o p s  a g a in  a t t a i n e d  u n p r e c e d e n t e d  le v e ls . S im u l ta n e o u s ly ,  f o re s t ry  c o n t in u e d  to  e x p a n d ,  t h o u g h  th e  
l iv e s to c k  s u b s e c to r  w a s  a f fe c te d  b y  a  d o w n tu r n  ( s e e  ta b le  7 ).
T h e  c o t to n  a n d  so y a  h a r v e s t s  o n c e  a g a in  e x p a n d e d  s p e c ta c u la r ly  ( 4 4 %  a n d  3 1 % ,  r e s p e c t iv e ly ) .  
T h e  in c r e a s e  in  t h e  a d d e d  v a lu e  o f  t h e s e  tw o  i t e m s  w a s  e q u iv a le n t  to  a p p r o x im a te ly  h a l f  t h e  g r o w th  o f  
t h e  g r o s s  d o m e s t i c  p r o d u c t .  T h is  w a s  p r in c ip a l ly  d u e  to  t h e  s ig n i f ic a n t  e x p a n s io n  o f  t h e  a r e a  s o w n  a n d  
h a r v e s t e d ,  a l t h o u g h  y ie ld s  a ls o  r o s e  c o n s id e ra b ly .  T h u s ,  t h e  a r e a  o f  c o t to n  u n d e r  c u l t iv a t io n  in c r e a s e d
' In contrast, the monetary accounts indicate that private saving in domestic financial assets once again shrank.
503
b y  o v e r  3 0 %  a n d  t h a t  o f  so y a  b y  m o r e  t h a n  1 0 % , w h i le  t h e  h a r v e s t  p e r  h e c t a r e  o f  t h e  f o r m e r  r o s e  b y  
a lm o s t  1 2 %  a n d  t h a t  o f  t h e  l a t t e r  b y  s l ig h t ly  le s s  t h a n  7 %  ( s e e  ta b le  8 ).
T h e s e  r e s u l t s  w e r e  in f lu e n c e d  to  s o m e  e x t e n t  b y  t h e  s h a r p  r i s e s  in  t h e  p r ic e s  o b t a in e d  b y  
p r o d u c e r s  d u r i n g  t h e  p r e v io u s  tw o  h a r v e s t s  a n d  b y  t h e  a lm o s t  id e a l  c l im a t ic  c o n d i t io n s  w h ic h  
p r e v a i l e d  d u r in g  t h e  1 9 8 4 /1 9 8 5  a g r ic u l tu r a l  y e a r ,  a s  w e l l  a s  b y  t h e  c o m p e n s a to r y  p o l ic ie s  a p p l ie d  to  
o f fs e t  t h e  s h a r p  fa l ls  in  p r ic e s  o n  w o r ld  m a r k e t s .
B e tw e e n  1982  a n d  198 4  th e  r e a l  d o m e s t ic  p r ic e s  p a id  to  c o t to n  a n d  so y a  p r o d u c e r s  in c r e a s e d  b y  
9 2 %  a n d  7 5 %  r e s p e c t iv e ly ,  th e r e b y  g iv in g  a  c o n s id e r a b le  im p e tu s  to  t h e  e x p a n s io n  o f  t h e  a re a  
d e v o te d  to  th e s e  c r o p s  ( s e e  ta b le  9 ) . I n  c o n t r a s t  w i th  t h e  19 8 4  h a r v e s t ,  w h e n  th e  i n t e r n a t io n a l  p r i c e  o f  
so y a  h a d  r i s e n  b y  2 9 %  a n d  t h a t  o f  c o t to n  b y  9 % , d u r in g  t h e  f i r s t  h a l f  o f  1985  t h e  i n t e r n a t io n a l  p r i c e  o f  
so y a  fe ll  b y  2 0 %  a n d  t h a t  o f  c o t to n  b y  21 % . H o w e v e r ,  b o th  t h e  r i s e  in  t h e  o ffic ia l e x c h a n g e  r a t e  f ro m  
2 4 0  to  3 2 0  g u a r a n ie s  p e r  d o l l a r  f o r  e x p o r t s  a n d  t h e  C e n t r a l  B a n k 's  r e d u c t io n  o f  t h e  v a lu a t io n s  u s e d  fo r  
c u s to m s  p u r p o s e s  s o f te n e d  th e  im p a c t  o f  t h e  fa ll o n  d o m e s t ic  p r ic e s .  N e v e r t h e l e s s ,  in  o r d e r  to  
m a i n t a i n  t h e  p r o f i t a b i l i ty  o f  p r o d u c in g  th e s e  i te m s ,  t h e r e  w a s  a  c o n s id e r a b le  e x p a n s io n  in  s u b s id iz e d  
c r e d i t s  to  f in a n c e  t h e i r  h a r v e s t ,  a n d  a  p r e f e r e n t i a l  e x c h a n g e  r a t e  o f  2 4 0  g u a r a n ie s  p e r  d o l l a r  r e m a in e d  
in  fo rc e  f o r  i m p o r t s  o f  a g r ic u l tu r a l  i n p u t s .
I n  t h e  c a s e  o f  c e r t a in  p r o d u c t s  su c h  a s  r ic e ,  m a iz e  a n d  w h e a t ,  p r o d u c t io n  in c r e a s e d  c o n s id e ra b ly  
in  s p i t e  o f  t h e  d o w n tu r n  in  p r ic e s .  H o w e v e r ,  t h i s  f a c to r ,  t o g e t h e r  w i th  t h e  v e ry  s e v e re  d r o u g h t  w h ic h  
o c c u r r e d  in  t h e  s e c o n d  h a l f  o f  1 9 8 5 , is  l ik e ly  to  h a v e  a n  e x t r e m e ly  a d v e r s e  e ffe c t o n  p r o d u c t io n  d u r in g  
t h e  1 9 8 5 /1 9 8 6  a g r ic u l tu r a l  y e a r .
T a b le  7
P A R A G U A Y : I N D IC A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N
M illio n s o f  guaran íes
G ro w th  ra tes
at 1982 p rices
1982 1983 1984 1985° 1982 1983 1984 1985'
T o ta l0 190.6 186.0 197.0 2 0 6 .0 0.4 -2 .4 5.9 4.6
C ro p  fa rm in g 114.7 111.4 119.7 126.9 0.6 -2.8 7.5 6.0
Stock ra is in g 56.5 55.5 57.8 58.7 2.0 -1.8 4.1 1.6
F o re stry 18.4 18.0 18.5 19.3 -5.7 -1.8 2 .8 4.3
T h o u s a n d s  o f  to n s
P ro d u c t io n  o f  th e
m a in  i te m s
C o tto n 260 228 320 460 -18.0 -12.3 40.2 43 .8
R ice 63 35 39 47 28.6 -44.4 8.6 20.5
Sw eet p o ta to e s 220 227 205 211 3.3 3.2 -9.7 2.9
S ugar cane 2  216 2  823 2  541 2  330 -3.6 27.4 -10.0 -8.3
M a ize 553 36 414 455 33.9 -34.9 15.0 9.9
C assava 2  401 1 933 1 741 1 758 12.2 -19.5 -9.9 1.0
B eans 43 64 47 51 34.4 48 .8 -26.6 8.5
Soya 757 650 748 980 -1.6 -14.1 15.0 31.0
W h e a t 84 107 130 140 37.7 27.4 21.5 7.7
B a n a n a sc 15 16 17 18 15.4 6.7 6.3 5.9
C oco n u ts 243 417 430 335 -2.0 71.6 3.1 -22.1
O ran g es 1 549 14 3 5 1 363 1 431 -12.5 -7.4 -5.0 5.0
P in e a p p le s 22 23 24 25 4.8 4.5 4.3 4.2
T ung 100 140 147 161 5.3 40.0 5.0 9.5
C a tt le ' 6 552 6 651 6 795 6 956 1.5 1.5 2.2 2.4
P ig s ' 1 023 1 065 1 109 1 278 2.2 4.1 4.1 15.2
P o u ltry ' 11 839 12 413 12 863 13 450 4.2 4.8 3.6 4.6
R o u n d  logs 1 754 1 722 1 745 -2.1 -1.8 1.3
F ire w o o d 2  791 2  744 2  808 -0.3 -1.7 2.3
Source: ECLAC, on the basis of data supplied by the Central Bank of Paraguay and the Ministry of Agriculture.
"Preliminary figures. Includes hunting andfishing. cThousandsof hands. Thousands of units. 'Thousands of head
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P A R A G U A Y : A R E A  C U L T IV A T E D , A R E A  H A R V E S T E D  
A N D  Y IE L D S  O F  T H E  M A I N  C R O P S
Table 8
______________ G ro w th  ra te s_____________
1982 1983 1984 1985
1982 1983 1984 1985
C o tto n  290
R ice  32
Sw eet p o ta to e s  12
S ugar cane
M a ize  375
P e a n u ts  36
C assava  183
B e an s  52
Soya 533
W h e a t 70
C o tto n  246
R ice  31
Sw eet p o ta to e s  11
S ugar cane  50
M a ize  369
P e a n u ts  35
C assava  179
B e an s  50
Soya 502
W h e a t 70
C o tto n  1 058
R ic e  2  007
Sw eet p o ta to e s  7 214
S ugar cane  4 6  000
M a ize  1 4 9 7
P e a n u ts  1 018
C assava  13 989
B e an s  845
Soya 1 506
W h e a t 1 200






















Y ie ld 4
958 1 088 1 216
2  143 2  187 2  468
7 365 7 532 7 848
4 6  000 47  000 4 9  000
1 552 1 6 7 6 1 702
1 104 1 101 1 130
14 441 15 126 15 347
854 858 807
1 497 1 527 1 631
1 241 1 316 1 388
19.4 2.9 1.3 32.8
32.6 8.5 7.5 7.5
7.7 3.2 3.1 8.3
42 .6 11.6 7.0 7.6
4 5 5.6 2.9 2.0
2.8 1.8 2.8 5.6
14.8 1.0 5.2 7.6
34.2 21 .9 4.5 10.0
42.5 13.5 56.6 -







3.8 4.3 4 .8
27.1 13.1 12.5 12.5
42 .2 14.3 32.6 27.2
-18.4 -9.5 13.6 11.8
-0.9 6.8 2.1 12.8
12.2 2.1 2.2 4.2
-4.2 - 2.2 4.3
-4 .8 3.7 8.0 1.6
-3.0 8.4 -0.3 2.6
16.4 3.2 4.7 1.5
17.5 1.1 0.5 -5.9
-22.6 -0.6 2.0 6.8
-3.6 3.4 6.0 5.5
Source: Ministry of Agriculture.
"Thousands of hectares. Kilogrammes per hectare.
In  s p i t e  o f  th e  d y n a m is m  o f  a g r ic u l tu r e ,  t h e  r e a l  p r i c e s  o f  a r a b le  la n d  a g a in  d e t e r io r a t e d ,  a f te r  
t h e  s l ig h t  r e v iv a l  r e g i s t e r e d  in  198 4 , a n d  th e y  th u s  fe ll to  o n ly  7 0 %  o f  t h e i r  1 9 8 0  v a lu e . T h e  r e la t iv e  
p r ic e s  o f  la n d  fo r  l iv e s to c k  a lso  s lu m p e d  fo r  t h e  s e c o n d  y e a r  r u n n in g ,  b u t  t h o s e  o f  l a n d  s u i ta b le  fo r  
f o re s t ry  r o s e  s l ig h t ly  ( se e  t a b le  10).
D u r i n g  th e  c o u r s e  o f  th e  y e a r  t h e  I n s t i t u t e  fo r  R u r a l  W e lf a r e  a w a r d e d  o v e r  5  0 0 0  p r o p e r t i e s ,  a  
s im i la r  f ig u re  to  198 4  a n d  c o n s id e ra b ly  h ig h e r  t h a n  in  t h e  p r e v io u s  tw o  y e a r s  ( s e e  t a b le  11 ), a l th o u g h  
th e  to t a l  a r e a  o f  th e s e  p r o p e r t i e s  w a s  4 0 %  s m a lle r  t h a n  in  1984 . N e v e r t h e l e s s ,  b o th  t h e  n u m b e r  o f  
c r o p - f a r m in g  p r o p e r t i e s  a n d  t h e i r  to t a l  a r e a  ( a p p r o x im a te ly  4  9 0 0  a n d  5 9  0 0 0  h e c ta r e s ,  r e s p e c t iv e ly )  
w e r e  s im i la r  to  t h e  p r e v io u s  y e a r .  I n  c o n t r a s t ,  t h e  n u m b e r  o f  s to c k - r a i s in g  p r o p e r t i e s  a w a r d e d ,  a ll  o f  
w h ic h  w e r e  in  t h e  C h a c o  r e g io n ,  fe ll b y  a lm o s t  5 8 %  a n d  t h e i r  a r e a  b y  66%. I n  a d d i t io n ,  m o r e  t h a n  
6  0 0 0  t i t l e  d e e d s  w e r e  g r a n t e d ,  t h e  h ig h e s t  f ig u re  s in c e  196 5 .
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Table 9
P A R A G U A Y : N O M IN A L  A N D  R E A L  P R O D U C E R  P R IC E S  
O F  T H E  M A IN  C R O P S
(1970 = 100)
R ice C o tto n M aize C assava Soya O C oco n u ts T u n e W h e a t
p o ta to e s t cane 6
N o m in a l  p rices"
1977 225 .0 340.7 333.3 320.0 333.3 280 .0 284.1 166.7 500.0 231.6
1978 275 .0 318.5 333.3 4 00 .0 300.0 280 .0 293 .8 166.7 550.0 231.6
1979 337.5 362 .9 400 .0 4 80 .0 333.3 320.0 316.2 266 .7 275 .0 252 .6
1980 337.5 4 37 .0 466 .7 500.0 433 .3 253.3 4 05 .8 266 .7 225 .0 263.2
1981 325.0 4 04 .4 533.3 4 40 .0 433 .3 373.3 344.2 248.5 200 .0 273 .7 ''
1982 4 00 .0 348.1 466 .7 4 40 .0 333.3 333.3 368.3 4 66 .7 275.0 340.4
1983 687.5 6 44 .0 366.7 1 680 .0 315.0 4 0 0 .0 368.3 4 6 6 .7 343.8 4 37 .7
I 458 .2 548.4 411 .0 579.3 311.0 380.0 368.3 333.4 374.3 340.0
II 533.2 644 .4 333.4 866.6 288 .6 413 .3 368.3 377.4
III 412.5 733.3 344.4 2  200 .0 333.3 4 2 0 .0 368.3 466 .7 515.7
IV 937.5 400 .0 2  866.6 333.3 368.3 666.7 570.0 4 37 .7
1984 710.0 912.7 638.5 1 304.0 480 .8 797.4 450 .6 746.7 471 .8 4 98 .9
I 770.3 833.7 558.0 1 608.5 525.0 686 .7 368.3 553.4 7 5 0 .9 437.1
II 686 .8 938.5 500.1 1 066.7 354 .9 889.3 410 .0 748.2
III 394.4 955 .5 7 6 9 0 1 186.0 556.6 813.8 495 .7 846.7 572.4
IV 675 .0 776.7 1 300.3 500.0 528.1 820.0 570.0 583.6
1985 847.0 819.6 734.2 1 263.5 513.0 666 .6 532.6 1 017 .8 616.1
I 683.3 852.0 853.2 1 027 .8 4 9 4 .0 686 .7 518.2 968.5 582.7
II 724 .6 852.2 766.7 1 167.0 645.2 676 .8 533.0 952.5
III 470.5 669.0 1 065.0 393.0 550.7 1 042.3
IV 1 162.3 776.7 1 760.6 533.5 556.1 1 093.1 661.2
R eal p r i c e s M
1977 114.0 172.7 168.9 162.2 168.9 141.9 144.0 84.5 253.4 117.4
1978 126.0 145.9 152.7 183.2 137.4 128.3 134.6 76.4 251 .9 106.1
1979 120.6 129.7 142.9 171.5 119.1 114.3 113.0 95.3 98.2 90.2
1980 98.5 127.6 136.3 146.0 126.5 74.0 118.5 77.9 65.8 76.7
1981 83.2 103.6 136.6 112.7 111.0 95.6 88.2 63.7 51.2 70.1
1982 96.0 83.5 112.0 105.6 80.0 80.0 88.4 112.0 66.0 81.7
1983 145.4 136.3 77.5 355.3 66.6 84.6 77.9 98.7 72.7 92.6
I 101.8 121.8 91.2 128.6 88.8 84.4 81.8 74.0 83.1 75.6
II 116.7 143.1 73.0 192.4 64.1 91.8 80.6 82.6
III 85.1 151.2 71.0 4 5 3 .7 68.7 86.6 76.0 96.2 106.4
IV 187.9 80.2 574.5 66.8 73.8 133.6 114.2 87.7
1984 124.8 160.5 112.3 229.3 84.5 140.2 79.2 131.2 82.9 87.7
I 149.7 162.0 108.4 312.6 102.0 133.4 71.5 107.5 145.9 84.9
II 127.6 174.4 92 .9 198.2 65.9 165.2 76.2 139.0
III 67.5 163.5 131.6 2 0 2 .9 95.2 139.3 84.8 144.9 97.9
IV 105.8 121.7 2 03 .8 78.4 82.8 128.5 89.3 91.5
1985 118.9 123.3 103.1 177.4 72.0 100.3 74.8 142.9 86.5
I 105.1 131.0 131.2 158.0 76.0 105.6 79.7 148.9 89.6
II 108.6 127.8 114.9 175.0 96.7 101.5 79.9 142.8
III 64.0 91.0 144.9 53.5 74.9 141.8
IV 145.8 97.5 221 .0 67.0 69.8 137.2 83.0
Source: ECLAC, on the basis of data supplied by the Ministry of Agriculture, Department of Agricultural Marketing and Economics, and the 
Central Bank of Paraguay.
"The annual averages may not coincide with the quarterly ones owing to differences in the fTecuency of the observations or errors in 




P A R A G U A Y : N O M I N A L  A N D  R E A L  P R IC E S  O N  
T H E  R U R A L  L A N D  M A R K E T
(1970  =  100)
Table 10
N o m in a l p rices R ea l price"






F o re stry
lan d
C ro p ­





F o re stry
land
1975 350.9 500.0 311.2 202 .9 289 .2 180.0
1976 518.6 686.0 442.1 287.3 380.1 2 44 .9
1977 711.7 644 .8 448.5 360.7 326.8 227 .3
1978 872.5 877.0 448 .5 399.7 401 .7 205.5
1979 1 023.6 966.3 892.9 365.7 345.2 319.0
1980 1 550.1 1 793.7 1 317.1 452 .6 523.7 384.6
1981 1 467.2 1 821.4 1 367.6 375.8 466.5 350.3
1982 1 615.9 2  142.8 1 381.8 387.7 514.1 331.5
I 1 335.6 1 829.4 1 105.1 326.4 447.1 270.1
II 1 930.3 2  460.3 1 713.1 454 .9 579.8 4 03 .7
1983 1 543.2 2  425 .5 1 389.6 326.3 512.9 2 93 .8
I 1 4 51 .8 2  4 51 .9 1 280.1 320.0 540.4 282.1
II 1 636.5 2  399.0 1 499.1 332.6 4 87 .6 304.5
1984 1 917.1 2  569.4 1 432.1 337.0 451.7 234 .3
I 1 657.3 2  447 .2 1 262.6 314.8 464 .9 239 .9
II 2  176.9 2  691.7 1 601.4 356.2 440 .4 262 .0
1985 2  264 .6 2  794.2 1 675.1 317.9 392.3 235.1
I 2  112.3 2  711.5 1 481.4 320.7 411 .6 224 .9
II 2  415 .0 2  877.0 1 868.7 315.4 375.7 2 44 .0
Source: ECLAC, on the basis of data supplied by the Ministry of Agriculture, Department of Agricultural Marketing and Economics, and the 
Central Bank of Paraguay.
"Calculated by deflating the nominal prices by the consumer price index, the base year of which is 1980.
ii)  Manufacturing. T h e  in d e x  o f  v a lu e  a d d e d  b y  m a n u f a c tu r in g  a c t iv i t ie s  r o s e  b y  4 .6 % ,  th e r e b y  
c o m p le t in g  th e  s e c to r 's  r e c o v e ry  f ro m  t h e  1 9 8 2 -1 9 8 3  r e c e s s io n  a n d  a c h ie v in g  a  d e g r e e  o f  a c tu a l  
g r o w th .  T h is  a d v a n c e  w a s  h e a d e d  b y  th e  s p e c ta c u la r  e x p a n s io n  o f  te x t i l e s  ( 4 8 % ) ,  w h ic h  a m o u n te d  
fo r  a lm o s t  5 7 %  o f  t h e  g r o w t h  o f  t h e  m a n u f a c tu r in g  s e c to r 's  g r o s s  d o m e s t ic  p ro d u c t .  H i g h  r a te s  o f  
g r o w th  w e r e  a ls o  r e c o r d e d  by : M a c h in e ry ,  d o m e s t ic  e le c tr ic a l  a p p l ia n c e s  a n d  t r a n s p o r t ;  O th e r  
c h e m ic a l  p r o d u c t s ;  A r t ic le s  o f  c lo th in g  a n d  P e t r o l e u m  p r o d u c ts .  In  c o n t r a s t ,  t h e  v a lu e  a d d e d  b y  th e  
w o o d  a n d  n o n - m e ta l l i c  m in e r a l  p r o d u c t s  in d u s t r i e s  a g a in  d e c l in e d . P r o d u c t io n  o f  s h o e s  a n d  l e a th e r  
g o o d s  a lso  fe ll  ( s e e  ta b le  12).
T o  a n  e v e n  g r e a t e r  e x t e n t  t h a n  in  1 9 8 4 , t h e  d y n a m is m  o f  t h e  s e c to r  s p r a n g  f ro m  t h e  b o u n t i fu l  
c o t to n  h a r v e s t ,  w h ic h  m a d e  i t  p o s s ib le  to  in c r e a s e  p r o d u c t io n  o f  f ib re s  a n d  c lo th  b y  m o r e  t h a n  5 0 % . 
D o m e s t ic  d e m a n d  fo r  m a n u f a c tu r e d  p r o d u c t s  a ls o  e x p a n d e d ,  w h i le  t h e  u p t u r n  in  e x p e n d i t u r e  b y  
t o u r i s t s  g a v e  a n  a d d i t io n a l  t h r u s t  to  t h e  s e c to r .
A l th o u g h  m a n u f a c tu r in g  h a s  r e c o v e r e d  a n d  e v e n  s u r p a s s e d  i t s  p r e v io u s  h ig h  le v e l  o f  p r o d u c ­
t io n ,  t h e r e  d o e s  n o t  s e e m  to  h a v e  b e e n  a  r e v iv a l  o f  i n v e s tm e n t  in  t h e  s e c to r .  F o r  e x a m p le ,  t h e  c u r r e n t  
v a lu e  o f  t h e  i n v e s tm e n t  p r o je c t s  a p p r o v e d  b y  t h e  M in i s t r y  o f  I n d u s t r y  a n d  T r a d e  u n d e r w e n t  a  f u r th e r  
m a r k e d  d e c l in e  f o r  t h e  s ix th  y e a r  r u n n in g .
i ii)  Construction. A s  in  t h e  t h r e e  p r e v io u s  y e a r s ,  t h e  v a lu e  a d d e d  in  t h e  c o n s t r u c t io n  s e c to r  fe ll , 
m a in ly  o n  a c c o u n t  o f  t h e  s lo w e r  r a t e  o f  w o r k  ( -5 0 % )  o n  t h e  b ig  h y d r o e le c t r i c  p r o je c ts  — I ta ip u  ( th e  
j o i n t  P a r a g u a y a n - B r a z i l i a n  v e n t u r e )  a n d  Y a c y r e ta  ( th e  P a r a g u a y a n - A r g e n t i n e  p r o je c t ) .  W h i l e  t h e  
c o n s t r u c t io n  s ta g e  o f  t h e  I t a ip u  p r o je c t  w a s  a lm o s t  c o m p le te d ,  c iv il  e n g i n e e r i n g  w o r k  o n  Y a c y re ta  
w a s  s lo w e r  t h a n  p l a n n e d  o n  a c c o u n t  o f  th e  s e r io u s  f in a n c ia l  r e s t r i c t i o n s  w h ic h  a ffe c te d  t h e  A r g e n t i n e
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e c o n o m y . T h e  w o r k  w a s  a lso  a ffe c te d  b y  a  d i s a g r e e m e n t  b e tw e e n  th e  G o v e r n m e n t s  o f  P a r a g u a y  a n d  
A r g e n t i n a  o v e r  t h e  r a t e  o f  e x c h a n g e  to  b e  a d o p te d  fo r  c u r re n c y  b r o u g h t  i n to  P a r a g u a y  b y  th e  Y a c y re ta  
b i n a t i o n a l  e n t e r p r i s e  to  f in a n c e  i ts  e x p e n d i tu r e  in  t h e  c o u n try .
D u r i n g  t h e  s e c o n d  h a l f  o f  t h e  y e a r ,  c o n s t r u c t io n  a c tiv ity  s lo w e d  d o w n  o n  a c c o u n t  o f  a  5 8 %  fa ll 
in  d o m e s t ic  p r o d u c t i o n  o f  c e m e n t .  S in c e  a t  t h e  s a m e  t im e  th e  v o lu m e  o f  c e m e n t  i m p o r t e d  in c r e a s e d  b y  
4 5 % ,  t h e  d o m e s t i c  s u p p ly  o f  th i s  i t e m  fe ll  b y  1 3 %  in  198 5 .
iv )  Basic services. T h e  t o t a l  p r o d u c t  o f  t h e  b a s ic  s e rv ic e s  s e c to r  r o s e  b y  r a t h e r  m o r e  t h a n  5 % ,  
w i th  s im i l a r  r i s e s  t a k in g  p la c e  in  t h e  s u b s e c to r s  o f  d r in k in g  w a te r  a n d  s a n i ta t i o n  s e rv ic e s  a n d  
t r a n s p o r t  a n d  c o m m u n ic a t io n s ,  w h i le  e le c tr ic i ty  g r e w  b y  s l ig h t ly  le s s  t h a n  6 % .
F o r  t h e  s e c o n d  y e a r  in  a  r o w , d o m e s t ic  p r o d u c t io n  o f  e le c tr ic i ty  in c r e a s e d  c o n s id e ra b ly  ( th is  
t im e  b y  o v e r  1 9 % )  o n  a c c o u n t  o f  a n  in c r e a s e  o f  s o m e  1 2 0 %  in  t h e  e n e r g y  p r o d u c e d  b y  I ta ip u . T h is  
m a d e  i t  p o s s ib l e  to  sa tis fy  t h e  w h o le  o f  d o m e s t ic  c o n s u m p t io n ,  w h ic h  r o s e  b y  o v e r  1 0 % , a n d  a t  t h e  
s a m e  t im e  to  r e n e w  e x p o r t s  o f  e le c t r ic i ty ,  w h ic h  h a d  b e e n  i n t e r r u p t e d  s in c e  1982  ( s e e  t a b le  13). T h u s ,  
in  1985  P a r a g u a y  b e g a n  to  se ll  e le c tr ic i ty  f ro m  I t a ip u  to  B r a z i l ,  b u t  i t  h a s  n o t  y e t  b e e n  p o s s ib le  to  r e a c h  
a n  a g r e e m e n t  o v e r  t h e  r o y a l t ie s  d u e  o n  th e s e  s a le s ,  a s  a  r e s u l t  o f  w h ic h ,  t h e  c o u n try  h a s  n o t  a c tu a lly  
r e c e iv e d  t h e  c o r r e s p o n d i n g  in c o m e . B y  th e  e n d  o f  t h e  y e a r ,  t h e  s h a re  o f  d o m e s t ic  e le c tr ic i ty  
p r o d u c t io n  p r o v id e d  b y  I t a ip u  c a m e  to  2 8 % ,  in  c o n t r a s t  w i th  t h e  19 8 4  f ig u re  o f  1 5 % .
v )  Non-basic services. T h e  v a lu e  a d d e d  in  t h e  n o n - b a s ic  s e rv ic e s  s e c to r ,  w h ic h  in  1985 
c o n t r ib u te d  m o r e  t h a n  4 0 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  g r e w  b y  a lm o s t  4 % ,  m a in ly  o n  a c c o u n t  o f  
t h e  e x p a n s io n  o f  c o m m e r c e  a n d  f in a n c e  ( s e e  ta b le  6  a b o v e ) .
T a b le  11
P A R A G U A Y : A G R A R I A N  R E F O R M  IN D IC A T O R S
1956-1985 1978 1979 1980 1981 1982 1983 1984 1985
T o ta l a w a rd s  
N u m b e r  o f  lo ts 106 9 7 0 2  837 2  506 3 931 4  316 3 036 2  604 5 026 4  966
A re a  ( th o u sa n d s  o f  h ec ta res) 9 704 176 422 717 473 598 302 816 310
A v e ra g e  (h e c ta re s ) 91 62 168 182 110 197 116 162 63
C ro p - fa rm in g  a w a rd s  
N u m b e r  o f  lo ts 2  727 2  313 3 720 4  163 2  898 2  505 4  817 4  877
A re a  ( th o u sa n d s  o f  h ec ta re s ) 51 38 51 49 39 28 62 59
A v e ra g e  (h e c ta re s ) 19 16 14 12 13 11 13 12
S to c k - ra is in g  a w a rd s  
N u m b e r  o f  lo ts 110 193 211 153 138 99 209 89
A re a  ( th o u sa n d s  o f  h ec ta re s ) 125 385 666 424 560 273 755 251
A v e ra g e  (h e c ta re s ) 1 128 1 994 3 155 2  773 4  058 2  756 3 612 2  822
F in a l t i t le  d e e d s  
N u m b e r 105 507 3 500 3 814 3 836 4  054 4  224 4  093 5 090 6 068
A re a  ( th o u sa n d s  o f  h ec ta res) 7 196 177 284 719 729 460 410 500 437
A v e ra g e 68 50 74 187 180 109 100 98 72
C o m m u n a l fie lds 
N u m b e r 133 8 7 2 6 12
A re a  ( th o u sa n d s  o f  h ec ta re s ) 63 16 5 a 2 13
N a t io n a l iz e d  a n d  e x p ro p r ia te d  
la n d s  ( th o u sa n d s  o f  h ec ta res) 1 504 19 25
N a tio n a liz e d 579 - - - - - - -
E x p ro p ia te d 403 10 1 7 4 - 13 -
O ccu p ied 521 19 12
Source: ECLAC, on the basis of data from the reports of the Institute for Rural Welfare, (several years), Juan Manuel Frutos, Co» el hombre y la 
tierra hacia el bienestar rural. Cuadernos Republicanos, Asunción, 1982, and the Institute for Rural Welfare, Department for Land and 





PARAGUAY: INDICATORS OF MANUFACTURING PRODUCTION
In d ex es G ro w th  ra tes
1982 1983
T o ta l 100.0 95 .8
F oodstuffs 100.0 103.6
B e v erag e s 100.0 98.6
T obacco 100.0 121.8
T ex tile s 100.0 83.4
A rtic le s  o f  c lo th in g 100.0 95.9
F o o tw e a r 100.0 103.0
W o o d , ex cep t fu rn itu re 100.0 94.0
F u rn itu re 100.0 121.4
P a p e r  and p a p e r  p ro d u c ts 100.0 91.4
P r in t in g  and  p u b lish in g 100.0 60.6
L ea th e r  and sk in s , ex cep t
foo tw ear 100.0 103.7
C h em ica l in d u stry 100.0 118.6
O th e r  chem ical p ro d u c ts 100.0 95.9
P e tro le u m  and  p e tro le u m
p ro d u c ts 100.0 96.1
P la s tic  p ro d u c ts 100.0 97.5
N o n -m e ta ll ic  m in e ra l
p ro d u c ts 100.0 107.7
B asic  m eta l in d u stry 100.0 99.8
M e ta llic  p ro d u c ts  exclud ing
m ach in ery 100.0 97.8
M a ch in e ry , electrical d o m es tic
a p p lia n c e s , and  t r a n s p o r t
e q u ip m e n t 100.0 99.1
O th e rs 100.0 101.1
H a n d ric ra fts 100.0 80.2
1984 1985" 1982 1983 1984 1985"
101.1 104.7 -3 .7 -4 .2 4 .5 4 .6
109.2 111.0 4.4 3.6 5.4 1.6
110.2 112.5 12.2 -1.4 11.8 2.1
119.2 121.4 0.5 21 .8 -2.1 1.8
106.1 157.0 -16.0 -16.6 27.2 48.0
112.4 128.6 3.1 -4.1 17.2 14.4
106.1 100.8 3.0 3.0 3.0 -5.0
92.0 83.1 -0.3 -6.0 -2.1 -9.7
125.8 128.4 5.5 21.4 3.6 2.1
94.3 98.1 8.3 -8.6 3.2 4.0
69.2 70.4 7.6 -39.4 14.2 1.7
78.9 70.8 0.1 3.7 23.9 -10.3
134.0 149.1 125.2 18.6 130 11.3
127.5 153.9 -9.8 -4.1 33.0 20.7
74.5 84.8 -42.8 -3.9 -22.5 13.8
116.2 117.5 3.1 -2.5 19.2 1.1
100.6 88.4 -10.2 7.7 -6.6 -12.1
116.4 123.3 3.7 -4.2 16.6 5.9
113.1 128.4 -3.5 -2.2 15.6 13.5
139.1 204 .9 3.3 -0.9 40.4 47.3
124.6 139.7 3.0 1.1 23.2 12.1
88.0 92.0 5.0 -19.8 9.7 4.5
P ro d u c t io n  o f  so m e  o f  th e  
m a in  m a n u fa c tu re s
( th o u sa n d s  o f  to n s)
C o tto n  te x tile s 9.2 5.8 6.1 9.2 -42.1 -37.0 5.2 50.8
C o tto n  fibres 90.8 77.2 105.3 160.0 -14.3 -15.0 36.4 51.9
T a n n in 10.7 12.9 11.2 10.9 -18.9 -20.6 -13.2 -2.7
H u sk e d  coconuts 6.5 4.5 8.2 4.7 41.3 -30.8 82.2 -42.7
T u n g 12.8 17.0 9.0 9.4 5.8 32.8 -47.1 4.4
C e m e n t 111.2 153.0 109.0 45 .6 -28.8 37.6 -28.8 -58.2
C ig a re tte sc 37.9 46 .6 43 .9 41 .7 0.3 23.0 -5 .8 -5.0
C a rb o n a ted  bev erag es 160.3 122.1 137.3 138.7 10.0 -23.8 12.4 1.0
W h e a t flour 96.8 100.2 89.9 99.5 -3.9 3.5 10.3 10.7
S ugar 81.1 98.2 85.2 73.1 6.0 21.1 -13.2 -14.2
L ea th e r 9.5 11.0 8.3 7.7 - 15.8 -24.6 -7.2
A b so lu te  a lco h o l' 12.6 9.3 11.0 15.0 133.3 -26.2 18.3 36.3
Source: HCLAC, on the basis of data supplied by the Central Bank of Paraguay.
"Preliminary figures. Thousands of metres. ’Thousands of packets. Thousands of litres. ’Millions of litres.
e )  Trends in employment and unemployment
A c c o r d in g  to  C e n t r a l  B a n k  f ig u re s ,  t h e  n a t io n a l  r a t e  o f  o p e n  u n e m p lo y m e n t  fe ll s l ig h t ly  in  
198 5 . T h e  r a t e  o f  o p e n  u n e m p l o y m e n t  in  A s u n c ió n  a n d  t h e  s u r r o u n d in g  a r e a ,  fo r  i ts  p a r t ,  fe ll  f ro m  
7 .4 %  in  A u g u s t - O c to b e r  1 9 8 4  to  5 .2 %  in  N o v e m b e r - D e c e m b e r  1 9 8 5 , a c c o rd in g  to  t h e  h o u s e h o ld  
su rv e y  c a r r ie d  o u t  b y  th e  D e p a r t m e n t  o f  S ta t i s t i c s  a n d  C e n s u s e s  ( s e e  ta b le  14).
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Table 13
P A R A G U A Y : I N D IC A T O R S  O F  E L E C T R IC  E N E R G Y  C A P A C IT Y , 
G E N E R A T I O N  A N D  C O N S U M P T I O N
1970 1978 1979 1980 1981 1982 1983 1984 1985"
Installed potential 123.7 270.7 272.1 272.5 274.1 274.1 274.1 274.4 274.4
Hidroelectricity 90.0 190.0 190.0 190.0 190.0 190.0 190.0 190.0 190.0
Thermal plants 33.7 80.7 82.1 82.5 84.1 84.1 84.1 84.4 84.4
Electric energy 
generation0
Gross 159.2 491.1 618.2 697.4 720.4 916.0 793.0 1 056.0 1 2592
Net 154.2 482.9 611.4 692.1 716.8 912.7 790.5 1 053.5 1 256.5
Net imports of 
electric energy'7'' -15.1 -25.6 5.4 103.0 -40.0 202.0 34.3 -47.8
Domestic electric 
energy supply0
Gross 159.2 476.8 592.9 703.1 824.0 876.0 995.0 1 090.4 1 211.4
Net 154.2 467.8 585.8 697.5 8198 872.6 992.5 1 087.7 1 208.8
Domestic electricity 
consumption0 129.8 438.3 544.8 658.0 751.7 800.6 827.2 907.3 9999
Residential' 76.4 237.6 273.9 344.3 390.7 473.9 492.2 540.7 565.7
Industrial 33.8 156.0 224.9 263.3 300.1 253.3 260.1 286.1 343.4
Other» 14.6 35.7 38.9 44.8 56.7 70.0 72.4 80.5 86.6
Percentage of population 
receiving electric
energy service 10.9 24.2 26.6 29.0 31.5 37.7 39.5 41.2 42.8
Source: National Electricity Administration (ANDE), Compilación Kitadlitica. 19601981, Asunción, 1982, and other statistics also supplied by
ANDE.
’Preliminary figures. ’’Thousands of ItW. ’Millions of kWh. ’Excluding sales of Paraguayan energy from Itaipú to
Brazil.
’Includes commercial consumption (new category provided for in scale of charges No. 4 of 1/8/1984). Includes "indefined", (new
category provided for in scale of charges No. 4 of 1/8/1984). "Includes government and municipal consumption, electricity for
tramways, public lighting, and, as of 1985, "rural" consumption, (new category provided for in scale of charges No. 4 of 1/8/1984).
Table 14
P A R A G U A Y : O P E N  U N E M P L O Y M E N T  R A T E S
(Percentages)
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985°
Whole
b 4.2 3.7 3.1 2.6 2.1 4.6 9.4 13.9 8.3 8.0
country 6.7 5.4 4.1 5.9 3.9 12* 5.6 8.4' 52»
Asuncion------------------------------------------------------------------------------------------------------------------------------------
Source: Based on data supplied by che Central Bank of Paraguay and che Ministry of Finance, Department of Statistics and Censuses, lincuesta 
de hogares (several issues), and information supplied to ECLAG
"Preliminary figures. ’’Estimates of the Central Bank of Paraguay. ’In addition to Asuncion, includes Fernando de la Mora,
Lamba re and the urban areas of Luque and San Lorenzo. First half of year. ’Average for che months of September, October and
November. Average for the months of August, September and October. * Average for the months of November and December.
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3. T h e  e x t e r n a l  s e c to r
a )  Introduction
N o t w i t h s t a n d i n g  t h e  h u g e  e x p a n s io n  in  t h e  v o lu m e  o f  e x p o r t s  o f  g o o d s  a n d  t h e  m a r k e d  
s h r in k a g e  in  i m p o r t s  o f  n o n - f a c to r  g o o d s  a n d  s e rv ic e s ,  t h e  p r o n o u n c e d  d e t e r i o r a t i o n  in  t h e  t e r m s  o f  
t r a d e  t o g e t h e r  w i th  a  s h a r p  d r o p  in  t h e  c a p i ta l  a c c o u n t  s u r p lu s  m e a n t  t h a t  f o r  t h e  f o u r th  c o n s e c u t iv e  
y e a r  t h e  C e n tr a l  B a n k  su f fe re d  a  lo s s  o f  i n t e r n a t io n a l  r e s e r v e s  ( s e e  t a b le  15). F u r t h e r m o r e ,  in  1985 
t h e  lo s s  in c u r r e d  in  s o f te n in g  t h e  im p a c t  o f  t h e  a d ju s tm e n t  o n  th e  e c o n o m y  w a s  p a r t ic u la r ly  
p r o n o u n c e d ,  a n d  r e p r e s e n t i n g  2 .9 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  e v e n  th o u g h  a  s u b s ta n t i a l  in c r e a s e  
o n c e  a g a in  o c c u r r e d  in  a r r e a r s  o f  p a y m e n t s ,  f o r  t h e  t h i r d  y e a r  r u n n in g .  W h i le  g r o s s  h o ld in g s  o f  
i n t e r n a t io n a l  r e s e r v e s  r e m a in e d  h ig h  in  1985 in  c o m p a r i s o n  w i th  t h e  lo w  le v e l  d e p r e s s io n  to  w h ic h  
i m p o r t s  o f  n o n - f a c to r  g o o d s  a n d  s e rv ic e s  h a d  b e e n  ( i.e ., e q u iv a le n t  to  a lm o s t  10 m o n t h s  o f  th e s e  
e x t e r n a l  p u r c h a s e s ) ,  n e t  h o ld in g s  o f  e x t e r n a l  a s s e ts  ( le s s  a r r e a r s  o f  p a y m e n t s )  fe ll to  a  f ig u re  e q u a l  to  
3 .4  m o n t h s  o f  1985  im p o r t s .  T h e  c o r r e s p o n d i n g  f ig u re ,  f o r  1981 h a d  b e e n  t e n  m o n t h s  o f  im p o r t s ,  
e v e n  th o u g h  th e  c o s t  o f  e x t e r n a l  p u r c h a s e s  w a s  4 8 %  h i g h e r  in  t h a t  y e a r .
O n  t h e  o t h e r  h a n d ,  t h e  g a p  b e tw e e n  g ro s s  n a t io n a l  s a v in g s  a n d  g r o s s  d o m e s t ic  in v e s tm e n t  a t 
c u r r e n t  p r ic e s  fe ll to  i ts  lo w e s t  le v e l  s in c e  t h e  e n d  o f  t h e  p r e v io u s  d e c a d e , a c c o rd in g  to  o ffic ia l 
s ta t i s t ic s .  A s  a  p e r c e n t a g e  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  t h e  c u r r e n t  a c c o u n t  d e f ic it  fe ll to  4 .5 % ,  
w h ic h  w a s  t h e  lo w e s t  le v e l  f o r  m a n y  y e a r s  ( s e e  ta b le  15).
A  f u r t h e r  a n d  c o n s id e r a b le  c h a n g e  w a s  m a d e  in  t h e  e x c h a n g e  s y s te m  in  F e b r u a ry  198 5 , w h e n  
t h e  r a t e  o f  e x c h a n g e  f o r  e x p o r t s  w a s  ra is e d  f ro m  2 4 0  to  3 2 0  g u a r a n íe s  p e r  d o l la r  o n  t h e  b a s is  o f  t h e  
v a lu e s  (aforos) e s ta b l i s h e d  b y  th e  C e n t r a l  B a n k  f o r  t h e  e n t r y  o f  t h e  fo re ig n  c u r re n c y  e a r n e d  b y  
e x t e r n a l  s a le s  ( s e e  ta b le  16). T h is  3 3 %  a d ju s tm e n t  w a s  a c c o m p a n ie d  b y  a  9 %  in c r e a s e  o n  a v e r a g e  
b e t w e e n  19 8 4  a n d  198 5  in  t h e  r e a l  e f fe c t iv e  e x c h a n g e  r a t e  ( a t  t h e  v a lu a t io n s  e s ta b l is h e d  fo r  c u s to m s  
p u r p o s e s  {aforos)). H o w e v e r ,  a f te r  h a v in g  im p r o v e d  b y  a lm o s t  1 7 %  b e tw e e n  t h e  f i r s t  a n d  s e c o n d  
q u a r t e r s ,  t h e  r e a l  e f fe c tiv e  e x c h a n g e  r a t e  fe ll in  t h e  la s t  q u a r t e r  o f  1985 to  a  le v e l  o n ly  1 .3%  a b o v e  th a t  
o f  t h e  f i r s t  q u a r t e r  ( s e e  ta b le  17).
I n  c o n t r a s t ,  t h e  p r e f e r e n t i a l  e x c h a n g e  r a te s  a t  w h ic h  t h e  C e n tr a l  B a n k  so ld  its  e x t e r n a l  a s s e ts  
r e m a in e d  u n c h a n g e d .  A s  a  r e s u l t  o f  t h e  a s y m m e tr ic a l  a d ju s tm e n t  o f  t h e  e x c h a n g e  s y s te m , w h ic h  
e s s e n t ia l ly  r e f le c te d  t h e  im b a la n c e  o f  g o v e r n m e n t  f in a n c e s ,  t h e  C e n t r a l  B a n k 's  lo s s e s  o n  e x c h a n g e  
o p e r a t i o n s  in c r e a s e d  c o n s id e ra b ly .  T h u s ,  t h e  e x c h a n g e  s u b s id ie s  g r a n t e d  b y  th e  C e n tr a l  B a n k  to  t h e  
S ta te  in  t h e  f o rm  o f  a  p r e f e r e n t i a l  e x c h a n g e  r a t e  o n  t h e  s e rv ic in g  o f  its  e x t e r n a l  d e b t  r o s e  f ro m  9 .5 
b i l l io n  g u a r a n í e s  in  19 8 4  to  2 7 .8  b i l l io n  in  1 9 8 5 , e q u a l  to  0 .9 %  a n d  2 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  
r e s p e c t iv e ly .  In  1985  t h e  liq u id ity  c r e a te d  th e r e b y  w a s  e q u iv a le n t  to  1 4 7 %  o f  t h e  in c r e a s e  in  t h e  
m o n e ta r y  b a se . T h e  e f fe c ts  o f  t h i s  w e r e  s e e n  b o th  in  t h e  p e r s i s t e n c e  o f  u n u s u a l ly  h ig h  in f la t io n  (a s  a  
r e s u l t  o f  w h ic h  t h e  c h a n g e  in  e x c h a n g e  p o lic y  to o k  aw ay  w i th  o n e  h a n d  t h a t  g iv e n  b y  th e  o th e r )  a n d  in  
t h e  e s c a la t io n  o f  t h e  p a r a l l e l  r a te  o f  e x c h a n g e ,  w h ic h  r o s e  a  g o o d  d e a l  m o r e  t h a n  w a s  u s u a l  f o r  th e  
s e a so n . F r o m  s l ig h t ly  le s s  t h a n  4 0 0  g u a r a n í e s  a t  t h e  e n d  o f  1 9 8 4 , i t  r o s e  to  1 100 in  A u g u s t ,  b e f o re  
f a l l in g  to  a p p r o x im a te ly  7 0 0  g u a r a n íe s  p e r  d o l la r  d u r in g  t h e  la s t  q u a r te r ,  fo l lo w in g  th e  a d o p t io n  o f  a  
h ig h ly  r e s t r i c t i v e  c r e d i t  p o lic y  t o w a r d s  c o m m e r c ia l  b a n k s .  U n d e r  t h e s e  c i r c u m s ta n c e s ,  t h e  m a i n t e ­
n a n c e  o f  o ffic ia l e x c h a n g e  r a t e s  o f  160 g u a r a n íe s  f o r  s e rv ic in g  th e  e x t e r n a l  p u b l ic  d e b t ,  o f  2 4 0  
g u a r a n í e s  f o r  S ta te  a n d  c e r t a in  p r i v a t e - s e c t o r  i m p o r t s ,  a n d  3 2 0  g u a r a n íe s  f o r  e x p o r t s  w id e n e d  th e  g a p  
b e tw e e n  t h e  s t r u c tu r e  o f  r e la t iv e  d o m e s t ic  p r ic e s  a n d  t h a t  w h ic h  w o u ld  h a v e  e x is te d  in  t h e  a b s e n c e  o f  
s u b s id ie s  f o r  t h e s e  t r a n s a c t io n s  a n d  o f  t h e  im p l ic i t  ta x e s  o n  e x t e r n a l  sa le s ,  a ll o f  w h ic h  r e d u c e d  th e  
c o m p e t i t i v e n e s s  o f  t h e  e c o n o m y  a n d  e n c o u r a g e d  th e  s q u a n d e r in g  o f  s c a rc e  r e s o u rc e s .
H o w e v e r ,  in  v ie w  o f  t h e  u n f a v o u r a b le  t r e n d  fo l lo w e d  b y  t h e  i n t e r n a t io n a l  p r ic e s  o f  t h e  m a in  
e x p o r t  p r o d u c t s  a n d  t h e  r i s e  in  t h e  p a r a l l e l  e x c h a n g e  r a t e ,  t h e  C e n t r a l  B a n k  im p r o v e d  th e  o ffic ia l 
e x c h a n g e  r a t e s  f o r  e x p o r t e r s  o f  t h e  p r o d u c t s  c o n c e r n e d ,  b y  in t r o d u c in g  c o m p e n s a to r y  c u ts  in  t h e  
v a lu a t io n s  a d o p te d  fo r  c u s to m s  p u r p o s e s  {aforos). T h e  C e n t r a l  B a n k  th u s  m a n a g e d  to  m i t i g a t e  t h e  
u n f a v o u r a b le  im p a c t  o f  i ts  e x c h a n g e  p o lic y  o n  t h e  i te m s  c o n c e r n e d ,  a l th o u g h  its  f o r e ig n  e x c h a n g e  
in c o m e  fe ll a t  a  t im e  w h e n  i t  h a d  a lre a d y  c e a s e d  to  fu lly  sa tis fy  t h e  d e m a n d  th e r e fo r .  A l th o u g h  th e  
p o lic y  o f  u s in g  a d m i n i s t r a t i v e  m e a s u r e s  to  r e s t r i c t  a c c e ss  to  t h e C e n t r a l  B a n k 's  i n t e r n a t io n a l  r e s e r v e s  
so  a s  to  s u p p o r t  u n t e n a b le  e x c h a n g e  r a t e s  m a y  h a v e  s o m e w h a t  m i t ig a te d  th e  r a t e  o f  r e s e r v e  lo s s , t h e  
b a c k lo g  o f  a r r e a r s  o f  p a y m e n t s  a ls o  h a d  a  n e g a t iv e  im p a c t  o n  t h e  f lo w  o f  e x t e r n a l  fu n d s . T h is
511
Table 15
P A R A G U A Y : M A IN  E X T E R N A L  S E C T O R  IN D IC A T O R S
1978 1979 1980 1981 1982 1983 1984 1985°
1970 =  100'1
V o lu m e  o f  e x p o r ts  o f  goods and
se rv ices ' 173.2 186.9 203.2 186.3 217.6 176.6 183.4 217.2
P u rc h a s in g  p o w e r  o f  e x p o rts  o f  
g o o d s and  se rv ices ' 208.6 195.5 178.6 174.6 186.4 152.7 195.7 182.8
N e t  factor p a y m e n ts  
P u rc h a s in g  p o w er o f  n e t im p o rts
104.1 * 20.4 1 1 53.9 165.2 159.9
o f  cap ital 482.1 481.7 4 64 .0 437.5 275.0 219-8 535.7 109.6
T o ta l im p o rt  capacity  
V o lu m e  o f  im p o rts  o f  goods 271.1 261.0 243 .8 234.7 206.6 168.0 274.3 208 .4
and se rv ices '
G ro ss  in te rn a tio n a l rese rv es 229 .9 252.7 241.1 273.6 291.3 206.4 307.4 251 .9
Index 'A
In  m o n th s  o f  im p o rts* 1 113.1 1 436 .6  1 181.1 1 219.7 1 014.9 1 056.9 1 187.0 896.4
G ro ss  e x te rn a l d eb t (d isb u rsed ) 7.4 10.1 10.9 9.9 7.8 11.4 9.8 9.8
188.3 163.5 159.3 217.6 213.2 276.5 351.3 353.9
G ro w th  ra tes
V o lu m e o f  e x p o rts  o f  goods and
se rv ices ' 17.1 7.9 8.7 -8.3 16.8 -18.8 3.9 18.4
P u rc h a s in g  p o w e r  o f  e x p o rts  o f  
g o ods and se rv ices '
P u rc h a s in g  p o w er o f  n e t im p o rts
5.0 -6.3 -8.6 -2.2 6.8 -18.1 28.2 -6.6
o f  cap ita l 63 .8 -0.1 -3.7 -5.7 -37.1 -20.1 143.7 -79.5
T o ta l im p o rt  capacity  
V o lu m e  o f  im p o rts  o f  goo d s and
22.9 -3.7 -6.6 -3.7 -12.0 -18.7 63.3 -24.0
se rv ices ' 15.1 9.9 -4.6 13.5 6.5 -29.1 48 .9 -18.1
G ro ss  in te rn a tio n a l rese rv es 57.8 29.1 -17.8 3.3 -16.8 4.1 12.3 -24.5
G ro ss  e x te rn a l d e b t (d isb u rsed ) 21 .8 -13.2 -2.6 36.6 -2.0 29.7 27.1 0.7
G ro s s  d o m e s tic  p ro d u c t  =  lOCr
V o lu m e  o f  e x p o r ts  o f  g o ods and
se rv ices ' 13.4 13.0 12.7 10.7 12.6 10.6 10.6 12.1
T e rm s-o f- tra d e  effect 5.0 2.5 - 0.7 -0.3 -0.2 2.3 -0.1
N e t  factor p a y m e n ts  
P u rc h a s in g  p o w er o f  n e t im p o rts
-1.1 0.2 -0.2 0.7 1.1 -0.4 -1.2 -1.2
o f  cap ita l 12.6 11.3 9.8 8.5 5.4 4.4 10.5 5.1
T o ta l im p o rt  capacity  
V o lu m e  o f  im p o rts  o f  goo d s and
31.0 26.8 22.5 20.0 17.7 14.8 23.5 17.1
se rv ices ' 22 .4 22.1 19.0 19.8 21.2 15.5 19.5 15.3
T ra d e  b a lan ce1 -8.9 -9.1 -6.2 -9.0 -8.6 -4.9 -8.8 -3.2
C u rre n t  acco u n t b a lance -5.0 -6.3 -6.2 -7.6 -7.8 -5.5 -7.8 -4.5
G lobal b a lance 7.6 4.9 3.4 0.9 -1.3 0.1 -0.1 -3.1
G ro ss  in te rn a tio n a l rese rv es 19.0 18.5 17.3 13.6 14.6 14.7 16.0 12.5
G ro ss  e x te rn a l d eb t ( d is b u r s e d / 29.4 23.5 20.7 20.5 33.5 57.6 59.0 81.0
Source: ECLAC, on the basis of official data.
"Preliminary figures. 1980 prices. cNon-factor. Including private unrequited transfers.
'Credit balances. Defl acted by price index for imports of non-factor goods and services. gGross international reserves and imports
of goods and services for each year. At market prices in 1970 dollars, at the parity exchange rate. 'Excluding the terms-of-trade
effect. *'At the parallel exchange rate.
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(Guaranies per dollar at the end of each period)
Table 16
PARAGUAY: OFFICIAL EXCHANGE RATES
1984 1985
1982 1983 ----------------------------------------------  -
I II HI IV  I II III IV
E x p o rts  o f  tra d itio n a l 
goods"
W o o d
O ils
L ivestock  p ro d u c ts  
O th e rs
N o n -tra d it io n a l  
C o tto n  fibre 
Soya b e a n s '
F ru it  and veg e tab les 
O th e rs
Im p o rts  o f  goo d s 
P u b lic  sector 
P r iv a te  secto r 
C o n su m e r goods 
B asic 
W h e a t 
O th e rs  
N o n -b a s ic  
In te rm e d ia te  goods 
P e tro le u m  and p e tro leu m  
p ro d u c ts
F o r ag ricu ltu re  and  industry
C ap ita l goods 
N o n -fa c to r  serv ices 
P r iv a te  sector 
T ravel 
O th e rs  
P u b lic  sector
F ac to r  serv ices 
P u b lic  sector 
P r iv a te  sector 
R e g is te red *
N o n -re g is te re d
C apita l 
P u b lic  sector 
P r iv a te  sector 
R e g is te red  
N o n -re g is te re d
T ra n sa c tio n s  o f  th e  b in a tio n a l 
e n titie s
P ara lle l m ark e ts
144 156 180 227 240
143 178* 208 240 240
143 178' 208 240 240
160 178 208 240 240
143 143 208 240 240
143 180'' 208 240 240
143 177 208 240 240
160 160 208 240 240
143 143 208 240 240
141 147 146 198 306
132 144
140 147
126 143 143 240 240
160 342 368 406 410
160 342 368 406 410
126 143 143 160 160
126 160 160 240A 240A
126 342 368 406 410
239 342 368 406 4 1 0
160 342 368 4 0 6 4 1 0
126 160 160 240 240
126 126 126 160 160
160 160 160 240 240
239 342 358 406 410
126 126 126 160 160
160 160 160 240 240
239 342 368 4 0 6 410
126 143 143 160 160
239 342 368 406 410
240 288 320 320 320
240 288 320 320 320
240 288 320 320 320
240 288 320 320 320
240 288 320 320 320
240 288 320 320 320
240 288 320 320 320
240 288 320 320 320
240 288 320 320 320
328 304 353 443 447
170 241
313 515
240 240 240 240 240
382 420 561 743 648
382 420 561 743 648
160 240 240 240 240
240 240 240 240 240
382 420 561 743 648
382 420 561 743 648
382 420 561 743 648
240 240 240 240 240
160 160 160 160 160
240 240 240 240 240
382 420 561 743 648
160 160 160 160 160
240 240 240 240 240
382 420 561 743 648
160 240 240 240 240
382 420 561 743 648
Source: ECLAC, on the basis of official statistics.
"The exchange rates apply to the customs values set by the Central Bank, which may differ from actual international prices. ''Only for 
peroba wood; 143.0 for the rest. 'Tung oil only; also applies to silkworm cocoons. Also applies to cotton waste (including
rags), uncarded and uncombed. 'Including dérivâtes and subproducts of soya. Including only agricultural imports and
industrial inputs for enterprises which process national raw material and imports of the public sector appearing in the General Budget of the 
Nation. * Including only interest on external debt which has been destined for the production of goods with the authorization of the 
Central Bank, and the remittances of dividends and profits. Including only imports of capital and amortization payments on the
external debt which have been destined for the production of goods, with the authorization of the Central Bank.
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Table 17
PARAGUAY: EVOLUTION OF EXCHANGE RATES
A n n u a l and 
q u a rte rly  
av erag es
E x c h a n g e  ra te s  
(g u a ra n íe s  p e r  d o lla r)
In d e x e s  o f  th e  real effective ex ch an g e  ra te
Official
P a ra lle l
O ffic ia l' P a ra lle l/ "
E x p o rts "  Im p o rts E x p o rts Im p o rts E x p o rts Im p o rts
1975 126 126 143 92.6 87.6 110.1 108.7
1976 126 126 136 99.0 96.3 107.6 115.5
1977 126 126 133 97.5 93.6 105.0 109.2
1978 126 126 142 102.2 94.3 112.0 115.0
1979 126 126 138 95.0 89.3 97.6 98.9
1980 126 126 135 100.0 100.0 100.0 100.0
1981 126 126 153 84.6 88.5 99.7 107.7
1982 142 137 205 88.1 87.7 127.0 135.9
1983 158 146 321 74.7 69.7 153.1 152.7
1984 222 245 382 83.8 89.7 143.8 150.5
1985 312 387 613 91.4 112.8 182.5 185.7
1982
I 134 126 161 78.1 75.8 92.0 98.1
II 144 136 169 91.8 88.4 104.9 113.6
III 147 145 227 93.2 95.9 147.1 157.8
IV 144 141 263 89.2 90.5 164.1 174.2
1983
I 149 146 244 83.0 82.0 139.8 137.9
II 165 144 288 79.3 69.2 144.2 138.5
III 161 146 395 69.4 63.6 173.7 175.0
IV 156 147 355 67.1 64.0 154.6 159.2
1984
I 180 146 339 78.2 64.6 150.4 154.2
II 227 198 373 93.8 82.8 155.0 160.2
III 240 306 421 88.0 111.6 150.9 160.0
IV 240 328 394 75.1 100.0 119.0 127.4
1985
I 288 304 426 85.5 90.3 125.7 135.8
II 320 353 569 99.8 110.1 180.1 184.3
III 320 443 780 93.7 129.7 2 34 .8 234 .7
IV 320 447 675 86.6 121.0 189.3 188.0
Source: ECLAC, on the basis of data provided by the Central Bank of Paraguay and International Monetary Fund, International Financial 
Statistics.
"From 1982 to 1985 the average exchange rate was used. From 1982 to 1985 the average exchange rate was used. However, these
figures refer to those imports handled through the Central Bank, that is, they do not represent the real average rate. 'Corresponds to
the average of the indexes of the real exchange rate of the guaraní against the currencies of Paraguay's main trading partners, weighted by the 
relative importance of the trade recorded, either to or from these countries. From 1975 to 1979 these weightings correspond to the average for 
the years in question and as from 1980 to the average for the 1980-1983 period. In the calculations, official exchange rates and preferably 
wholesale price indexes were used. For the methodology and sources employed, see the technical appendix in Economic Survey of Latin 
America and the Caribbean, 1981. These indexes correspond to a weighted average of the indexes for the real exchange rate in respect
of Argentina, Brazil, Federal Republic A Germany, France, Italy, Japan and the United States, in accordance with the relative share of the 




PARAGUAY: EXPORTS OF GOODS, FOB”
M illio n s  o f  d o lla rs  P e rc e n ta g e  G ro w th  ra tes
b reak d o w n
1982 1983 1984 1985* 1975 1985* 1982 1983 1984 1985*
T o ta l 330 269 335 304 100.0 100.0 11.6 -18.4 24 .3 -9.1
M a in  t r a d i t io n a l
e x p o r ts 96 83 89 54 73.0 17.8 -3.5 -13 .9 5.7 -38.3
L ivestock  p ro d u c ts 9 13 12 7 19.5 2.2 32.2 40.5 -6.7 -42.4
T im b er 44 20 22 10 15.8 3.2 20.5 -53.5 9.1 -55.3
O ils 22 21 22 19 11.6 6.4 -23.4 -4.4 4 .0 -12.7
T obacco 6 10 15 6 6.8 2.0 -7 .9 71.0 50.0 -60.8
Q u eb rach o  e x tra c t 5 5 6 4 1.4 1.3 -10.7 8.1 4.9 -28.6
O th e r  ex p o rts 10 14 12 8 17.9 2.8 -35.5 25.8 -18.7 -22.2
M a in  n o n - tra d i t io n a l
e x p o r ts 234 186 246 250 27 .0 82.2 19.3 -20.2 32 .6 1.2
C o tto n  fib re 122 85 131 142 11.4 46.7 -5.3 -30.5 54.1 8.1
Soya beans 90 84 99 101 9.9 33.1 88.5 -5.8 17.6 1.2
F eed -cak e  and ex p e lle rs 13 14 12 6 2.5 2.1 -11.6 9.7 -10.5 -48.4
F ru it  and vege tab les 9 3 4 1 3.2 0.3 96.1 -68.5 40 .9 -73.7
Source: EC1.AC, on the basis of data supplied by the Central Bank of Paraguay. 
"Includes only exports appearing in the exchange records. Preliminary figures.
h a m p e r e d  t h e  n o r m a l  c o u r s e  o f  t h e  c o u n t r y 's  i n t e r n a t io n a l  t r a d e  a n d  r e s t r i c t e d  t h e  o p t io n s  o p e n  to  
P a r a g u a y  in  t h e  i n t e r n a t io n a l  c a p i ta l  m a r k e t ,  a s  w e l l  a s  i n c r e a s in g  t h e  o p e r a t i n g  c o s ts  o f  f i rm s .
M o r e o v e r ,  t h e  e c o n o m ic  p o lic y  p u r s u e d  d u r in g  r e c e n t  y e a r s  h a s  c o n t r ib u te d  to  e x p lo s iv e  g r o w th  
o f  t h e  c o u n t r y 's  n e t  e x t e r n a l  d e b t ,  a n d  in  1985  th i s  c o n t in u e d  to  g ro w  a t a  r a t e  c o n s id e ra b ly  in  e x c e s s  o f  
t h e  p o t e n t i a l  g r o w th  r a t e  o f  t h e  p r o d u c t  o r  o f  e x p o r t s .
I n  c o n t r a s t  w i th  th e s e  s h o r t c o m in g s ,  t h e  n e w  L a w  N o .  1075 o n  C u s to m s  T a r i f f s  c a m e  in to  
fo rc e , d o in g  aw ay  w i th  t h e  v a r io u s  e x p l ic i t  e x p o r t  ta x e s  a n d  r e d u c in g  th e  a v e r a g e  le v e l  a n d  d i s p e r s io n  
o f  t h e  ta r i f f  s t r u c tu r e ,  t h e  m a x im u m  r a t e  o f  w h ic h  w a s  s e t  a t  3 0 % .  N e v e r t h e l e s s ,  b o th  t h i s  la w  a n d  th e  
c o m p le m e n ta r y  L a w  N o . 7 8 0 4  m a in t a i n e d  th e  p r a c t i c e  o f  p r o h i b i t i n g  c e r t a in  im p o r t s  i f  i t  w a s  
c o n s id e r e d  t h a t  t h e  g o o d s  c o n c e r n e d  c o u ld  b e  p r o d u c e d  e f f ic ie n tly  w i th in  t h e  c o u n try .
b )  Trade
i)  Exports. T h e  c u r r e n t  v a lu e  o f  r e g i s t e r e d  e x t e r n a l  s a le s  fe ll b y  9 % , a c c o rd in g  to  p r e l im in a r y  
f ig u re s  f ro m  th e  C e n t r a l  B a n k  ( s e e  ta b le  1 8 ) .* 6 T h is  fa ll  r e f le c te d  t h e  s h a r p  d e c l in e  in  a ll t r a d i t i o n a l  
e x p o r t s  a n d  p a r t i c u la r ly  t h o s e  o f  to b a c c o ,  w o o d  a n d  l iv e s to c k  p r o d u c t s .  D e s p i t e  t h e  s t r i k i n g  in c r e a s e s  
in  t h e  h a r v e s t s  o f  t h e  m a in  n o n - t r a d i t i o n a l  e x p o r t s  — c o t to n  a n d  so y a  b e a n s —  a n d  th e  e v e n  g r e a t e r  
in c r e a s e s  in  t h e  e x p o r t s  t h r o u g h  o ffic ia l c h a n n e l s  — 4 8 %  a n d  7 7 %  r e s p e c t iv e ly —  th e  v a lu e  o f  
r e g i s t e r e d  e x p o r t s  o f  so y a  b e a n s  r e m a in e d  s ta g n a n t ,  w h i le  t h a t  o f  c o t to n  f ib r e  s a le s  in c r e a s e d  b y  o n ly  
8 % .
T h is  a n o m a ly  w a s  p a r t ly  d u e  to  t h e  s lu m p s  in  t h e  a v e r a g e  i n t e r n a t io n a l  p r ic e s  o f  c o t to n  ( -2 0 % )  
a n d  so y a  ( - 2 3 % )  b e tw e e n  19 8 4  a n d  1985 ( s e e  ta b le  19). I t  a lso  r e f le c te d  th e  c o m p e n s a to r y  c u ts  m a d e  
b y  th e  C e n t r a l  B a n k  in  t h e  v a lu a t io n s  i t  a d o p te d  fo r  c u s to m s  p u r p o s e s  (aforos). T h e s e  v a lu a t io n s
6 The statistics exclude whar are known as unrecorded exports and Paraguayan sales to the Itaipu and Yacyreta binational enterprises. 
However, the latter are registered in the balance of payments which is given in table 23. According to calculations made by the International 
Monetary Fund, which are based on the statistics of countries with which Paraguay trades, unrecorded exports represented some US$372 million 
in 1981, US$234 million in 1982, US$221 million in 1983, US$195 million in 1984 and approximately US$ 183 million in 1985, i.e., 126%, 71%, 
82%, 5 8% and 60%, respectively, of registered exports. In contrast with previous years, in 1985 the evolution of the valueof ex ports as a whole 
(excluding the operations of the binational enterprises), was similar to that of those recorded by the Central Bank, according to the above 
statistics.
515
e s t a b l i s h  t h e  a m o u n t  o f  f o r e ig n  e x c h a n g e  w h ic h  e x p o r t e r s  h a v e  to  h a n d  o v e r  to  t h e  C e n t r a l  B a n k . I n  
t h e  c a s e  o f  so y a  b e a n s  th e s e  v a lu a t io n s  w e r e  c u t  b y  a lm o s t  3 2 % ,  a n d  b y  3 9 %  in  t h e  c a se  o f  c o t to n  f ib re ,  
t h e r e b y  f r e e in g  a  g r e a t e r  p r o p o r t i o n  o f  t h e  lo w e r  f o r e ig n  c u r re n c y  e a r n in g s  o f  e x p o r t e r s .  T h r o u g h  
th e s e  m e a s u r e s ,  o n  t h e  o n e  h a n d ,  t h e  C e n t r a l  B a n k  o f fs e t  t h e  n e g a t iv e  im p a c t  o f  t h e  fa lls  in  
i n t e r n a t io n a l  p r ic e s  a n d  o f  t h e  r i s e s  in  d o m e s t i c  p r o d u c t io n  c o s ts  o n  th e  p r o f i t a b i l i ty  o f  th e s e  
p r o d u c t s ,  a n d  o n  th e  o t h e r  h a n d  i t  b r o u g h t  to  a  h a l t  t h e  w id e n in g  o f  t h e  g a p  b e tw e e n  th e  o ffic ia l r a te  
o f  e x c h a n g e  f o r  e x p o r t s  a n d  t h e  m a r k e t  e x c h a n g e  r a t e ,  a s  o f  t h e  s e c o n d  q u a r te r .  T h is  d is c o u ra g e d  an y  
in c r e a s e  in  u n r e c o r d e d  e x p o r t s  o f  t h e s e  p r o d u c t s  a n d  c o n s e q u e n t ly  ( b e a r in g  in  m in d  t h e  h u g e  in c r e a s e  
in  t h e  h a r v e s t s ) ,  i t  t e n d e d  to  k e e p  r e g i s t e r e d  e a r n in g s  o f  f o r e ig n  c u r re n c y  a t  t h e  s a m e  le v e l ,  w i th o u t  it 
b e in g  n e c e s s a ry  to  a g a in  in c r e a s e  t h e  r a t e  o f  e x c h a n g e .  H a d  th i s  o c c u r r e d ,  i t  m i g h t  h a v e  b e e n  
n e c e s s a ry  to  in c r e a s e  e x c h a n g e  s u b s id ie s  w i th  a ll  t h e  e n s u in g  c o n s e q u e n c e s ,  o r  to  r a is e  t h e  p r e f e r e n ­
t ia l  r a t e s  o f  e x c h a n g e  in  fo rc e  fo r  p u b l ic - s e c to r  im p o r t s  a n d  f o r  e x t e r n a l  d e b t  s e rv ic in g ,  w i th  
c o n c o m i t a n t  in c r e a s e s  in  g o v e r n m e n t  e x p e n d i tu r e  a n d  ta r i f f s ,  a n d  a ll  t h a t  s u c h  in c r e a s e s  e n ta i l .
H o w e v e r ,  t h e  p o lic y  c h o s e n  m u l t i p l i e d  e v e n  f u r th e r  t h e  n u m b e r  o f  e x c h a n g e  r a te s  in  fo rc e  a n d  
w id e n e d  t h e  g a p  b e tw e e n  th e  d i f f e r e n t  e x c h a n g e  r a te s  a p p l ie d  in  p r a c t i c e  to  e x p o r t  p r o d u c t s ,  w h i le  a t 
t h e  s a m e  t im e  i t  a c c e n tu a te d  th e  d is e q u i l ib r iu m  b e tw e e n  in c o m e  a n d  e x p e n d i tu r e  in  t h e  C e n tr a l  
B a n k 's  f o r e ig n  c u r r e n c y  b u d g e t .
T ab le  19
P A R A G U A Y : E V O L U T IO N  O F  T H E  E X T E R N A L  P R IC E S  
O F  T H E  M A I N  E X P O R T  P R O D U C T S
(1970 =  100)
Soya beans" Soya o ilc C o tto n W o o d c
N o m in a l R eal* N o m in a l R eal* N o m in a l R eal* N o m in a l R eal*
1975 181.8 85.4 196.9 92.5 182.3 85.7 192.1 89.8
1976 190.9 88.0 153.1 70.6 258.3 119.0 201.2 92.9
1977 231 .4 98.0 201.0 85.1 240 .8 101.9 234.1 99.2
1978 221.5 85.3 212.2 81.7 237 .7 91.6 264 .3 101.7
1979 244 .3 78.7 231.4 74.5 252.3 81.2 338.1 110.1
1980 2 44 .6 66.5 209-1 56.9 307.0 83.5 396.8 107.9
1981 2 38 .0 65.4 177.2 48.7 279 .0 76.6 367.5 101.0
1982 202.5 57.7 156.3 44 .6 237.3 67.7 364.4 98.8
1983 233.1 70.3 184.3 55.6 276.4 83.4 329.7 99.4
I 197.2 57.7 138.2 40.4 242.2 70.8 322.2 94.2
II 206.1 62.3 150.7 45.5 272.5 82.4 337.7 102.1
III 262 .3 80.5 217.2 66.7 297.3 91.2 332.5 102.1
IV 265 .6 81.0 230.4 70.3 293 .4 89.5 327.0 99.7
1984 235 .0 72.2 253.2 77.8 261.7 80.4 312.3 96.2
I 253 .3 76.9 242 .8 73.7 283.1 85.9 331.0 100.5
II 266 .6 80.4 294 .8 88.9 280 .3 84.5 324.2 97.8
III 215 .8 67.2 241.3 75.1 245 .4 76.4 302.8 94.2
IV 204 .4 64.8 234.0 74.2 238.2 75.5 291.4 92.4
1985 187.8 58.7 200.1 62.6 201.2 62.9 308.3 96.4
I 2 0 0 .9 66.9 228 .7 76.1 224.2 74.6 279 .8 93.1
II 194.9 62.4 230.2 73.8 221.0 70.8 308.6 98.9
III 180.4 55.6 181.2 55.8 192.5 59.3 319.3 98.4
IV 174.4 51.1 160.3 47.0 167.3 49.0 325.8 95.5
Source: ECLAC, on the basis of UNCTAD, Monthly Commodity Price Bulletin, various volumes and International Monetary Fund, 
International Financial Yearbook, various issues.
"United States, N° 2, yellow, CIF, Rotterdam. The nominal prices were deflated by world export prices, with the exception of 1985,
which was deflated by the export prices of the industrialized countries. cAll origins, raw oil, FOB, ex-works,




PARAGUAY: IMPORTS OF GOODS, FOB”
M illio n s  o f  d o lla rs
b reak d o w n
G ro w th ra te s
1982 1983 1984 1985 197 5  1985 1982 1983 1984 1985
T o ta l 581 4 7 8 513 442 100.0 100.0 14.9 -17.7 1.3 -13.8
C o n su m e r  goods 158 119 113 118 33.1 26.7 1.4 -24.4 -4.6 0 .9
N o n -d u ra b le 118 90 82 97 25.8 21.9 -2.2 -23.0 -8.4 18.3
Foodstu ffs 24 41 14 20 5.1 4.5 -26.7 30.8 -54.2 42.9
B e v erag e s and  tobacco 38 15 25 25 10.1 5.7 2.6 -59.2 63.7 -
O th e rs* 56 44 43 52 10.6 11.7 10.1 -21.3 -1.3 20.9
D u ra b le 0 40 29 31 21 1.3 4.8 13.4 -28.5 1.3 -45.2
A u to m o b ile s 12 7 16 10 2.8 2.3 -25.7 -44.7 127.7 -62.5
E lec trica l ap p lian ces 28 22 15 11 4.5 2.5 48.9 -21.2 -31.0 -26.7
In te rm e d ia te  goods 228 187 175 153 27.5 34.6 57.8 -18.3 -6 .0 -12.6
F u e ls  and lu b ric an ts 154 120 138 115 17.4 26.0 63.1 -22.2 14.6 -16.7
O th e rs '' 74 67 37 38 10.1 8.6 47.9 -10.2 -43.2 2 .7
C ap ita l goods 1 5 7 1 4 4 1 9 8 1 7 1 3 9 .4 3 8 .7 - 9 .7 - 8 .7 3 7 .6 - 1 1 .6
M a ch in e ry , e q u ip m e n t 
and m o to rs 1 0 5 1 0 8 9 2 1 0 2 2 0 .8 2 3 .1 - 2 .2 2 .3 - 1 4 .5 1 0 .9
T ra n s p o r t  e q u ip m e n t 
and accesso ries ' 35 22 87 21 9.6 4.8 -27.8 -35.9 285 .7 -75.9
O th e r s 7 17 14 19 16 3.9 3.6 -5.6 -20.7 39.2 -15.8
U n classified 38 28 27 32 5.1 1.2 21.1 -24.5 -8.9 18.5
Source: ECLAC, on the basis of data supplied by the Central Bank of Paraguay.
"Only includes imports which appear in the exchange records, plus imports with deferred payments and rhose carried out with long-term 
external loans. Includes paper, cardboard and cardboard products, pharmaceutical and chemical products, and textiles and textile
manufacture. includes jeeps and pickups. d Includes iron and iron manufactures (with the except ¡on of hardware), base metals
and their manufactures, stones, earth and manufactures thereof, cement, asphalt and wood and manufactures thereof. eExcIudes
automobiles, jeeps and pickups, v. AIncludes agricultural implements and accesories, hardware and live cattle.
ii)  Imports o f goods. T h e  c u r r e n t  v a lu e  o f  e x te r n a l  p u r c h a s e s  o f  g o o d s  s h r a n k  b y  a lm o s t  1 4 %  in  
1985 (s e e  t a b le  2 0 ) .7 T h is  s h r in k a g e  e s s e n t ia l ly  r e f le c te d  th e  7 6 %  fall w h ic h  a ffe c te d  im p o r t s  o f  
t r a n s p o r t  e q u ip m e n t  an d  a c c e s s o r ie s ,  fo l lo w in g  th e  2 8 6 %  in c re a s e  re c o rd e d  th e  p r e v io u s  y e a r . A  
m a r k e d  fall a ls o  o c c u r re d  in  e x te r n a l  p u r c h a s e s  o f  d u r a b le s ,  e s p e c ia l ly  a u to m o b i le s .  T h e  c u r r e n t  v a lu e  
o f  im p o r t s  o f  fu e ls  a n d  lu b r ic a n ts  fell b y  n e a r ly  1 7 % , m a in ly  o n  a c c o u n t  o f  th e  d r o p  in  v o lu m e , b u t  a lso  
as a  r e s u l t  o f  th e  fall in  th e  in t e r n a t io n a l  p r ic e  o f  h y d r o c a r b o n s .
In  c o n t r a s t ,  im p o r t s  o f  c a p i ta l  g o o d s ,  su c h  a s  m a c h in e r y  r o s e  by  a lm o s t  1 1 % ,  w h i le  th o s e  o f  
a g r ic u l tu r a l  im p l e m e n t s ,  h a r d w a r e ,  a n im a ls  o n  th e  h o o f  a n d  " o th e r s "  r e c o v e re d  b y  1 9 % .
iii)  Services. A l th o u g h  th e  n u m b e r  o f  to u r is t s  fe ll b y  1 0 %  in  1985 a f te r  h a v in g  d o u b le d  th e  
p r e v io u s  y e a r ,  t h e i r  e x p e n d i tu r e  r o s e  b y  9 % , a n d  w a s  fo r  th e  f irs t  t im é  in  e x c e s s  o f  U S $ 1 0 0  m i l l io n  
( s e e  ta b le  2 1 ) .  S in c e  e x p e n d i tu r e  o n  t r a v e l  a b ro a d  b a re ly  ro s e ,  th e  s u rp lu s  o n  th is  a c c o u n t  ro se  to  
U S $ 5 8  m il l io n :  th e  h ig h e s t  f ig u re  so far r e c o rd e d . E x p o r t s  an d  im p o r t s  o f  o th e r  n o n - f a c to r  s e rv ic e s  
d e c l in e d ,  th e  f o rm e r  b y  r a t h e r  le s s  t h a n  3 %  a n d  th e  la t t e r  b y  1 5 % .
iv )  The terms o f trade. O n  a c c o u n t  o f  th e  s h a r p  fa lls  in  th e  in t e r n a t io n a l  p r ic e s  o f  th e  m a in  
e x p o r t  p r o d u c t s ,  a n d  d e s p i te  a  f u r th e r  d r o p  in  th e  p r ic e  le v e ls  o f  im p o r t s  o f  n o n - f a c to r  g o o d s  a n d  
s e rv ic e s ,  th e  te r m s  o f  t r a d e  d e t e r io r a t e d  b y  o v e r  1 8 %  a n d  led  to  a  lo ss  o f  in c o m e  e q u iv a le n t  to  2 .4 %  o f
7 These figures do not show unregistered imports of goods or that half of the imports of the binational enterprises which are attributable 
to the Paraguayan accounts. Nor do they include imports financed by exrernal loans, unrequited official transfers and direct foreign investment. 
However, the latter are included in the balance-of-payments statistics shown in table 23. According tocalculations by the International Monetary 
Fund, unrecorded imports of goods came to approximately US$266 million in 1981, US$125 million in 1982, US$159 million in 1983, US$90 
million in 1984, and an estimated US$69 million in 1985, equivalent to 53%, 22%, 33%, 18% and 16%, respectively, of recorded imports.
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t h e  g r o s s  d o m e s t ic  p r o d u c t  ( s e e  ta b le  2 2  a n d  ta b le  15). N e v e r t h e l e s s ,  t h e  t e r m s  o f  t r a d e  in  1985  w e r e  
s t i l l  n o  lo w e r  t h a n  in  1980: a n  e x c e p t io n a l  s t a te  o f  a ffa irs  in  t h e  r e g io n  a n d  a  p o i n t e r  to  w h y  th e  
e v o lu t io n  o f  t h e  P a r a g u a y a n  e c o n o m y  h a s  b e e n  o n e  o f  t h e  le a s t  d i s a p p o in t i n g  d u r in g  t h i s  p e r i o d  o f  
c r is is .
c )  The current account position
I n  v ie w  o f  t h e  r a p i d  d e c l in e s  in  t h e  i n t e r n a t io n a l  p r ic e s  o f  t h e  m a jo r  e x p o r t  p r o d u c t s ,  t h e  
s h r in k a g e  in  t h e  f lo w  o f  l o n g - te r m  c a p i ta l  a n d  t h e  m a r k e d  r i s e  in  d o m e s t ic  d e m a n d  f o r  e x t e r n a l  
a s s e ts ,  t h e  e c o n o m y  u n d e r w e n t  a  v ig o r o u s  a d ju s tm e n t  in  198 5 . A c c o r d in g  to  o ff ic ia l d a ta ,  t h e  c u r r e n t  
a c c o u n t  d e f ic i t  fe ll f ro m  th e  U S $ 3 2 9  m i l l io n  r e c o r d e d  in  1 9 8 4  to  U S $ 1 9 2  m i l l io n  ( s e e  t a b le  2 3 ) .  T h e  
g a p  b e tw e e n  g r o s s  d o m e s t i c  i n v e s tm e n t  a n d  g r o s s  n a t io n a l  s a v in g s  (a s  a  p e r c e n ta g e  o f  t h e  g r o s s  
n a t io n a l  p r o d u c t )  fe ll  f ro m  7 .8 %  to  4 .5 % ,  t h e  s m a l le s t  f ig u re  r e c o r d e d  s in c e  1977  ( s e e  t a b le  15). A s  
fo r  t h e  t r a d e  d e f ic i t  t h i s  w a s  a lm o s t  h a lv e d ,  a n d  a s  a  p e r c e n t a g e  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  i t  fe ll 
f ro m  8 .8 %  to  3 .2 %  ( e x c lu d in g  t h e  im p a c t  o f  t h e  v a r i a t i o n  in  t h e  t e r m s  o f  t r a d e ) ,  w h ic h  w a s  in  t u r n  
t h e  lo w e s t  f ig u re  r e c o r d e d  s in c e  t h e  1 9 6 0 s , a c c o rd in g  to  C e n tr a l  B a n k  b a la n c e - o f - p a y m e n ts  d a ta .
I f  t h e  in c o m e  e a r n e d  b y  t h e  c o u n try  f ro m  t h e  o p e r a t i o n s  o f  t h e  b in a t io n a l  e n t e r p r i s e s  is  
e x c lu d e d ,  i t  is  a p p a r e n t  t h a t  t h e  a d ju s tm e n t  e f fo r t  w a s  e v e n  g r e a te r ,  f o r  s a le s  o f  g o o d s  a n d  s e rv ic e s  to  
I t a ip u  a n d  in  p a r t i c u l a r  Y a c y r e ta  a g a in  s h r a n k  c o n s id e ra b ly  ( s e e  ta b le  2 4 ) .
d )  The capital account and the global balance o f  paym ents
N o t w i t h s t a n d i n g  th e  c o n s id e r a b le  r e d u c t io n  in  t h e  c u r r e n t  a c c o u n t  d e f ic i t , t h e  m o n e ta r y  
a u th o r i t i e s  lo s t  m o r e  t h a n  U S $ 1 3 0  m i l l io n  w o r t h  o f  t h e i r  i n t e r n a t io n a l  r e s e r v e s ,  i.e ., a lm o s t  2 0 %  o f  
t h o s e  th e y  p o s s e s s e d  a t  t h e  e n d  o f  1984 . E v e n  so , a  f u r th e r  U S $ 3 0  m i l l io n  o f  a r r e a r s  o f  p a y m e n t s  b u i l t  
u p . W h i l e  t h e  C e n t r a l  B a n k 's  g r o s s  h o ld in g s  o f  e x t e r n a l  a s s e ts  ( U S $ 5 3 9  m i l l io n )  s t i l l  r e p r e s e n t e d
T ab le  21
P A R A G U A Y : IN D IC A T O R S  O F  T O U R IS M
1977 1978 1979 1980 1981 1982 1983 1984 1985
N u m b e r  o f  to u r is ts
( th o u sa n d s ) 176.9 201.9 301.9 302.1 267.1 178.4 147.8 292.0 262.7
F ro m  A rg e n tin a 68.1 86.8 132.2 132.6 122.5 56.9 47.1 141.3 107.2
F ro m  B razil 65.3 68.2 106.9 104.8 92.1 93.8 70.3 97.6 93.4
F ro m  U n ite d  S ta te s 3 .2 4 .4 3 .6 3.3 4.3 3 .9 3 .5 7.5 (5.2
F ro m  Ja p a n ¿1.2 4 .0 5.1 3 .9 2 .5 1.0 1.9 2 .7 2 .8
F ro m  U ru g u ay 2.7 4 .6 3 .6 3 .9 7.5 5.4 3 .1 10.2 4 .6
F ro m  o th e r  co u n tr ie s 36.1 33.9 50.5 53.6 38.2 17.9 22.1 32.7 40.9
A v e ra g e  stay  (days) 3 .0 3 .0 3.3 3.3 3.3 3.3 3.3 3 .0 3 .0
A v e ra g e  e x p e n d itu re  (do lla rs) 2 0 0 2 0 0 2 3 0 300 300 330 332 3 3 0 399c
T o ta l e x p e n d itu re
(m illio n s  o f  do lla rs) 35.4 40.4 69.5 90.7 80.2 59 .0 49.0 96.3 105.0C
S u p p ly  o f  ro o m s (n u m b e r) 2 279 2 442 2 326 2 750 2 769 3 076 3 177 3 280 3 302
S u p p ly  o f  beds (n u m b e r) 5  314 5  691 5  434 6  329 6  243 6 806 6 985 6 938 7  075
A v e ra g e  ra te  o f  o ccu p a tio n
O f  ro o m s (p e rc e n ta g e ) 63.8 68 .0 117.3 99.3 87.2 52.4 42.1 73.2C 65.4
O f  beds (p e rc e n ta g e ) 27.4 29.1 50.2 43.2 38.7 23.7 19.1 34.6C 30.5
Source: ECLAC, un the basis uf data supplied by the Department uf Tourism, Ministry of Public Works and G)mmunications.
"The total number of tourists is calculated on the basis of tourist cards, and includes only persons over 12 year of age. The distribution of
tourists by country of origin is calculated on the basis of hotel registers. For 1972, the distribution refers to the nationality of the tourists; 
subsequently it refers to their point of departure. ' Preliminary figures. JRefers to hotels, motels, hostels and boarding houses




PARAGUAY: ANNUAL GROWTH OF TRADE IN GOODS AND SERVICES
(Percentages)
1980 1981 1982 1983 1984 1985"
E x p o rts  o f  goods FO B
V alu e 4.1 -0.4 -0 .6 -17.7 10.7 -5.5
V o lu m e 10.3 -7.2 14.2 -9.7 -12.2 33.2
U n it  value -5 .6 7.3 -13.0 8.9 26.1 -29.1
E x p o rts  o f  serv ices
V alue 28.3 1.4 31.6 -32.3 21.3 -2.7
V o lu m e 5.1 -10.9 23.2 -40.2 60.7 -8.2
U n it  va lue 2 2 .0 13.8 6.8 13.3 -24.5 4 .8
E x p o rts  o f  goods and 
se rv ices
V a lu e 10.2 0.1 9.0 -22.9 14.2 -4 .6
V o lu m e 8.7 -8.3 16.8 -18.8 3.8 18.5
U n it va lue 1.3 9.2 -6.7 -5.1 9.9 -19.5
Im p o rts  o f  goo d s FO B
V alu e 17.0 14.4 -7.9 -22.5 17.8 -20.5
V o lu m e -5.3 13.6 -6.6 -17.6 44 .6 -16.7
U n it  va lue 23 .6 0.6 -1.4 -6 .0 -18.5 -4 .6
Im p o r ts  o f  serv ices
V alu e 8.1 23.4 71.1 -55.3 81.7 -22.0
V o lu m e -1.7 12.8 60.0 -56.7 0.3 -18.7
U n it  value 9 9 9.3 7.0 3.3 4 .8 4.2
Im p o rts  o f  goods and 
se rv ices
V alu e 15.1 16.2 8.7 -33.3 31.9 -19.4
V o lu m e -4.6 13.5 6.5 -29.1 29 .6 -18.2
U n it  va lu e 20.7 2.4 2.1 -5 .9 -10.9 -1.5
T e rm s o f  tra d e  (goods)
F O B /C 1 F -22.3 5.6 -12.3 -3.5 49.3 -26.0
T e rm s o f  tra d e  (goods and
serv ices) -16 .0 6.6 -8.6 0.9 23.4 -18.3
P u rc h a s in g  p o w e r  o f  ex p o rts
o f  goods and serv ices -8.7 -2.2 6.7 -18.1 28.2 -6 .6
Source: ECLAC. on the basis of official data. 
"Preliminary figures. Non-factor.
a p p r o x im a te ly  t e n  m o n t h s '  i m p o r t s  o f  n o n - f a c to r  g o o d s  a n d  s e rv ic e s  ( a t  t h e  d e p r e s s e d  le v e l  r e c o r d e d  
in  1 9 8 5 ) t h e  n e t  h o ld in g s  o f  e x t e r n a l  a s s e ts ,  le s s  p a y m e n t s  in  a r r e a r s  ( U S $ 1 9 0  m i l l io n )  f e l l  to  3 .4  
m o n t h s  o f  i m p o r t s  in  1 985 : t h e  lo w e s t  le v e l  s in c e  t h e  c o n s t r u c t io n  o f  I t a ip u  b e g a n .
T h e  d w in d l in g  o f  t h e  n e t  c a p i ta l  in f lo w , b y  m o r e  t h a n  7 2 %  in  c o m p a r i s o n  w i th  t h e  198 4  f lo w  
w a s  m a in ly  t h e  r e s u l t  o f  t h e  t u r n a r o u n d  r e c o r d e d  in  t h e  s h o r t - t e r m  c a p i ta l  a c c o u n t. T h is  r e f le c te d  a 
p r o n o u n c e d  r i s e  in  t h e  d e m a n d  f o r  e x t e r n a l  a s s e ts .  S im u l ta n e o u s ly ,  l o n g - te r m  e x te r n a l  f in a n c in g  
d e c l in e d  b y  o v e r  3 0 %  o n  a c c o u n t  o f  t h e  s h a r p  s h r in k a g e  in  t h e  in f lo w  o f  c u r re n c y  o n  t h e  p a r t  o f  t h e  
b i n a t io n a l  e n t e r p r i s e s ,  a s  w e l l  a s  o f  t h e  d im i n u t io n  in  in f lo w s  th r o u g h  th e  c o m m e r c ia l  b a n k s  a n d  th e  
fa ll in  d i s b u r s e m e n t s  f o r  lo a n s  to  t h e  n o n - f in a n c ia l  p u b l ic  s e c to r  ( s e e  ta b le s  2 3  a n d  2 4 ) .
B o th  t h e  d e c l in e  in  t h e  in f lo w  o f  c a p i ta l  in  c o n n e c t io n  w i th  I t a ip u  a n d  Y a c y re ta  a n d  t h e  lo w e r  
r a t e  o f  u s e  o f  t h e  lo a n s  a lr e a d y  c o n t r a c t e d  fo r  b y  t h e  p u b l ic  s e c to r  p a r t ly  r e f le c te d  d i s a g r e e m e n t s  o v e r  
t h e  r a t e s  o f  e x c h a n g e  a d o p te d  b y  t h e  g o v e r n m e n t  f o r  t h e s e  t r a n s a c t io n s .  I n  th i s  r e s p e c t ,  t h e  in f lo w  
f ro m  t h e  Y a c y r e ta  b in a t io n a l  e n t e r p r i s e  c a m e  to  o n ly  3 0 %  o f  t h e  a m o u n t  fo re c a s t .  S im u l ta n e o u s ly ,  
a m o r t i z a t i o n  p a y m e n t s  r o s e  a s  t h e  p e r io d s  o f  g r a c e  g r a n t e d  in  r e s p e c t  o f  d e b t s  t a k e n  o u t  a t  t h e  
b e g in n in g  o f  t h e  1 9 8 0 s  b e g a n  to  m a tu r e .
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Table 23
PARAGUAY: BALANCE OF PAYMENTS
(Millions of dollars)
1979 1980 1981 1982 1983 1984 1985"
B a la n c e  o n  c u r re n t  a c c o u n t -210 -283 -378 -391 -252 -329 -192
T ra d e  b a lan ce -218 -276 -416 -446 -233 -276 -142
E x p o rts  o f  goo d s and  services 514 566 566 617 476 543 5181
G o ods FO B 384 4 0 0 399 396 326 361 341
R eal serv ices 129 166 168 221 150 182 177
T ra n s p o r t  and  in su ran ce 3 4 5 2 2
T ravel 69 91 80 59 49
Im p o rts  o f  g o o d s and  serv ices 731 842 978 1 063 709 819 660
G o ods FO B 577 675 772 711 551 649 516
R eal se rv ices 154 167 206 352 157 170 144
T ra n s p o r t  and  in su ran ce 93 104 118 106 75 98 72
T rav e l 31 35 38 42 44 44 47
F a c to r  se rv ices 4 -11 31 53 -21 -55 -58
P ro fits -18 -54 -38 -13 -39 -49 -50
In te re s t  rece ived 45 77 102 122 63 70 79
In te re s t  pa id -55 -81 -93 -95 -78 -95 -108
O th e rs 33 48 60 39 33 19 21
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts 3 3 2 2 1 2 8
B a la n c e  o n  c a p ita l a c c o u n t 372 434 421 329 255 305 84
U n re q u ite d  official tra n sfe r  p a y m e n ts 4 2 3 4 5 7 6
L o n g -te rm  cap ita l 136 192 168 266 289 215 163
D ire c t in v e s tm e n t (n e t) 50 32 32 37 5 5 11
P o rtfo lio  in v e s tm e n t ( n e t) - - 7 8 3 - 8
O th e r  lo n g - te rm  cap ita l 85 160 129 221 281 210 144
Official sector* 10 85 39 60 139 127 109
L o an s  received 21 98 60 83 162 150 137
A m o r tiz a tio n  p a y m e n ts -12 -20 -22 -23 -23 -28
C o m m erc ia l b a n k s ' 3 1 11 11 7 32~
L o an s received 9 7 17 16 10 40
A m o rtiz a tio n  p a y m e n ts -6 -6 -6 -6 -3 -9 >  35
O th e r  sectors* 72 74 79 150 135 51
L o an s received 113 135 141 217 168 109
A m o r tiz a tio n  p a y m e n ts -41 -60 -61 -52 -33 -58
S h o r t- te rm  cap ita l (n e t) 223 261 263 74 -50 67 -65
Official sec to r 15 3 12 10 22 93
C o m m erc ia l ban k s -9 -14 -13 1 1 -5
O th e r  sec to rs 2 1 8 271 264 62 -73 -21
E rro rs  and  o m iss io n s  (n e t) 9 -20 -13 -14 11 16
G lo b a l b a la n c e 162 151 44 -63 3 -24 -108
T o ta l v a r ia tio n  in  rese rv es
(- sig n  ind ica tes an  increase ) -165 -153 -43 121 49 3 132
M o n e ta ry  gold -4 - - - -
Special D ra w in g  R ig h ts -4 -2 -3 -9 -6
IM F  rese rv e  p o s itio n -2 -8 -10 -1 -3
F o re ig n  e x ch an g e  asse ts -154 -143 -20 133 60
O th e r  asse ts -1 - - -2 -3
U se  m a d e  o f  IM F  cred it - - - - -
Source: 1979-1984: International Monetary Fund, Balance o f  Payments Yearbook, March 1986; 1985: ECLAC, on the basis of official data. 
Preliminary figures. Includes other non-factor services. c Includes net loans granted and other assets and
liabilities. Equal to total variation in reserves (of opposite sign) plus counterpart items.
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PARAGUAY
P A R A G U A Y : E F F E C T S  O F  T H E  I T A I P U  A N D  Y A C Y R E T A  B I N A T I O N A L  
E N T I T I E S  O N  T H E  B A L A N C E  O F  P A Y M E N T S "
(Millions ofdollars)
Table 24
1978 1979 1980 1981 1982 1983 1984 1985''
C u r r e n t  a c c o u n t
T ota l -118 -210 -284 -378 -391 -252 -329 -192
B in a tio n a l e n titie s 126 148 178 150 158 144 85 44
Ita ip ü 115 116 121 139 126 99 61 37
Y acy re ta 12 32 57 73 24 17 24 7
R e m a in d e r -244 -358 -462 -589 -541 -396 -414 -236
C a p ita l  a c c o u n t
T ota l 297 372 434 421 329 255 305 84
B in a tio n a l e n titie s 126 149 217 237 184 116 94 70
I ta ip ü 115 116 146 159 159 99 70 55
Y acy re ta 12 33 71 78 25 17 25 15
R e m a in d e r 170 223 218 184 145 139 211 14
G lo b a l b a lan ce
T ota l 178 162 151 44 -63 3 -24 -108
B in a tio n a l e n titie s 252 297 395 449 338 260 179 114
Ita ip ü 229 231 267 298 289 226 130 92
Y acy re ta 23 65 129 151 48 34 49 22
R e m a in d e r -74 -135 -244 -405 -400 -257 -203 -222
I n te rn a t io n a l  re se rv es '
T o ta l 4 4 8 613 767 811 689 675 671 539
B in a tio n a l e n titie s 525 822 1 217 1 666 2  003 2  263 2  442 2  556
I ta ip ü 488 720 986 1 284 1 573 1 799 1 929 2  021
Y acy re ta 37 102 231 382 430 464 513 535
R e m a in d e r -77 -209 -450 -855 -1 314 -1 588 -1 771 -2 017
Source: ECLAC, on the basis of data supplied by the Central Bank of Paraguay.
"Does nor include imports of goods and services by the binational entities which are imputable to the balance of payments, with the exception of 
ptofits from investmentss by the Itaipu binational entity in Paraguay. Similarly, it does not include the capital flows which finance those 
imports (which are also imputable to the balance of payments). Consequently, the accounting system used for this table is the same as that used 
for table 23, on the balance of payments, the original source of which is the Central Bank of Paraguay. Preliminary figures. c Gross 
reserves minus gold. Shows the accumulated effects on the balance of payments.
In  a d d i t io n ,  i f  t h e  o p e r a t i o n s  o f  t h e  b in a t io n a l  e n t e r p r i s e s  a re  e x c lu d e d  t h e  c a p i ta l  a c c o u n t 
s u r p lu s  fe ll to  b a r e ly  U S $ 1 4  m i l l io n ,  a s  a g a in s t  U S $ 2 1 1 m i l l io n  t h e  p r e v io u s  y e a r . C o n s e q u e n t ly ,  t h e  
o v e r a l l  b a l a n c e - o f - p a y m e n ts  d e f ic i t  o f  t h e  r e m a in d e r  o f  t h e  e c o n o m y  r o s e  b y  s o m e  U S $ 2 0  m i l l io n  in  
1 9 8 5 , n o t w i t h s t a n d i n g  t h e  e n o r m o u s  a d ju s tm e n t  m a d e  in  t h e  c u r r e n t  a c c o u n t  ( s e e  t a b le  2 4 ) .
e )  The external debt
T h e  c u r r e n t  v a lu e  o f  t h e  g r o s s  e x t e r n a l  d e b t  in  d o l la r s  r o s e  b y  r a t h e r  m o r e  t h a n  7 %  in  1 9 8 5 , a  
r a t e  w h ic h  w a s  n o t  o n ly  c o n s id e ra b ly  b e lo w  t h e  g r o w th  r a t e  r e c o r d e d  s in c e  t h e  e n d  o f  t h e  b o o m  in  
1981 ( s in c e  b e tw e e n  t h a t  y e a r  a n d  19 8 4  e x t e r n a l  in d e b te d n e s s  e x p a n d e d  b y  o v e r  7 4 % )  b u t  w h ic h  a lso  
r e p r e s e n t e d  t h e  s m a l le s t  r e la t iv e  in c r e a s e  s in c e  1 9 6 3 .8
H o w e v e r ,  t h e  n e t  e x t e r n a l  d e b t  in c r e a s e d  b y  a lm o s t  1 8 % ;  a  r a t e  w h ic h ,  a l t h o u g h  c o n s id e ra b ly  
lo w e r  t h a n  th o s e  r e c o r d e d  b e tw e e n  1 9 8 0  a n d  1 9 8 4  ( w h e n  i t  m u s h r o o m e d  b y  9 2 5 % ) ,  w a s  n o n e th e l e s s  
in c o m p a t ib l e  w i th  s a t is f a c to ry  e c o n o m ic  p e r f o r m a n c e  o v e r  t h e  m e d iu m  a n d  lo n g  t e r m  ( s e e  ta b le  2 5 ) .
8 The figures on the external debt given in table 25 do not include the external private debt without official guarantee, as indicated i none 
of the footnotes to the table. According to calculations by the International Monetary Fund, the external private debt without State guarantee 
came to USÎ436 million in 1981, US$419 million in 1982, US$400 million in 1983, US$386 million in 1984 and US$373 million in 1985.
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T h e  s lo w e r  r a t e  o f  g r o w th  o f  t h e  g r o s s  e x t e r n a l  d e b t  p a r t ly  r e f le c te d  th e  f a c t  t h a t  t h e  m a jo r  
p r o je c t s  c a r r ie d  o u t  b y  S ta te  e n t e r p r i s e s  in  t h e  a r e a s  o f  s te e l  a n d  c e m e n t  w e r e  n e a r in g  c o m p le t io n .  
T h is  le d  to  a  d i m i n u t io n  in  t h e  d i s b u r s e m e n t  o f  e x t e r n a l  c r e d i t s  la rg e ly  i n t e n d e d  to  f in a n c e  th e  
e x e c u t io n  o f  t h e s e  p r o je c t s .  I n  a d d i t io n ,  t h e  p e r io d s  o f  g r a c e  o n  th e  lo a n s  in  q u e s t io n  e x p ir e d .  
M o r e o v e r ,  t h e  p e r s i s t e n c e  a n d  e v e n  in c r e a s e  o f  a r r e a r s  o f  p a y m e n t s ,  t o g e t h e r  w i th  t h e  d i s a g r e e m e n ts  
o v e r  e x c h a n g e  p o lic y  b e tw e e n  t h e  g o v e r n m e n t  a n d  a  n u m b e r  o f  c r e d i to r  i n s t i t u t i o n s  s u c h  a s  t h e  
W o r ld  B a n k , h a d  a n  im p a c t  o n  t h e  p r o c u r e m e n t  o f  f u r t h e r  lo a n s  a n d  t h e  d i s b u r s e m e n t  o f  t h o s e  
a lr e a d y  a g r e e d  u p o n .  T h e  e x c e s s iv e  in c r e a s e  in  t h e  n e t  e x t e r n a l  d e b t ,  f o r  i t s  p a r t ,  m a in ly  r e f le c te d  th e  
h u g e  lo s s  o f  i n t e r n a t io n a l  r e s e r v e s ,  a l t h o u g h  fo r  t h e  t h i r d  c o n s e c u t iv e  y e a r  t h e  p a y m e n t  o f  e x t e r n a l  
c o m m i t m e n t s  fe ll  b e h in d ,  a n d  t h e  a m o u n t  o f  a r r e a r s  r o s e  f ro m  U S $ 2 3 0  to  U S $ 2 6 0  m i l l io n ,  a c c o rd in g  
to  t h e  I n t e r n a t i o n a l  M o n e ta r y  F u n d .9
F u r t h e r m o r e ,  t h e r e  w a s  a  d e t e r i o r a t i o n  in  t h e  s t r u c tu r e  o f  t h e  e x t e r n a l  d e b t ,  m a in ly  o n  a c c o u n t 
o f  tw o  fa c to rs :  a )  t h e  la c k  o f  i n t e r e s t  o f  m u l t i l a t e r a l  f in a n c ia l  a g e n c ie s  in  g r a n t i n g  c r e d i t  to  f in a n c e  
m a jo r  c a p i t a l - i n t e n s i v e  p r o j e c t s  w h o s e  so c ia l  p r o f i t a b i l i ty  w a s  d e b a ta b le ;  a n d  b )  t h e i r  i n c r e a s in g  
r e lu c ta n c e  to  g r a n t  f re s h  c r e d i t  f o r  an y  p u r p o s e  w h a t s o e v e r  a s  lo n g  a s  t h e  e x i s t in g  e c o n o m ic  p o l ic ie s  
w e r e  p u r s u e d .  A t  t h e  s a m e  t i m e ,  t h e  w i l l i n g n e s s  o f  a  n u m b e r  o f  c o m m e r c ia l  b a n k s ,  s u p p l i e r s  a n d
T a b le  25
P A R A G U A Y : A M O U N T S  O F  E X T E R N A L  IN D E B T E D N E S S
(Millions of dollars)
1978 1979 1980 1981 1982 1983 1984 1985"
E x te rn a l d eb t co n trac ted 952 1 299 1 323 1 641 1 9 3 9 2  272 2  339 2  508
P u b lic  secto r 842 1 139 1 152 1 490 1 766 2  101 2  187 2  363
P riv a te  secto r 
G ro ss  e x te rn a l deb t
109 160 170 151 173 171 151 145
d isb u rsed 669 733 861 949 1 204 1 469 1 654 1 773
P u b lic  sec to r 562 574 691 798 1 031 1 299 1 503 1 628
N o n -fin an c ia l 461 468 574 671 868 1 168 1 291 1 396
C e n tra l g o v e rn m e n t 210 203 277 317 369 502 621 749
S ta te  e n te rp r is e s 252 265 297 353 499 614 670 647
F in an c ia l 100 107 117 127 162 182 212 231
P riv a te  secto r 107 159 170 151 173 171 151 145
N e t  fo re ig n  asse ts 435 587 764 818 690 644 309 191
P u b lic  s e c to r ' 4 3 9 593 749 770 650 4 2 9 e 2 9 2 e 188e
P riv a te  secto r - 12 24 48 40 12 17 3
N e t  e x te rn a l deb t 230 138 88 131 514 1 029 1 345 1 582
P u b lic  secto r 123 -19 -58 28 341 870 1 211 1 440
P riv a te  secto r 107 147 146 103 133 159 134 142
G ro ss  e x te rn a l deb t serv ice 79 113 160 180 175 149 176 203
P rin c ip a l 42 58 79 87 80 71 81 95
In te re s t 37 55 81 93 95 78 95 108
N e t  ex te rn a l deb t se rv ice 61 68 83 78 53 86 106 124
Source: ECLAC, on rhe basis of data supplied by the Central Bank of Paraguay and the International Monetary Fund.
"Preliminary figures. Medium- and long-term public and State-guaranteed private debt; end-year balance. cNet foreign assets of
the Central Bank and the Banco Nacional de Fomento. Foreign assets less short-term foreign liabilities of the private commercial
banks. e Adjusted for overdue payments. Interest and principal paid less interest received.
9 The term "excessive" has been adopted in view of the fact that the rate of expansion of the net external debt was far beyond both its own 
rate of growth during the postwar period and the economy's potential growth rate. Moreover, while it is undeniable that an increase in the net 
external debt would normally constitute a component of an efficient adjustment policy to deal with the shocks affecting an economy, the 
magnitude of such an increase would have to be in s isten t with an adjustment effort designed to bring the economy toa sustainable ratio between 
gross domestic investment and gross national saving, without any unnecessary losses of produaion. However, the Paraguayan economy seems to 
be in a position which is far from stable. Its slow and uneven adjustment tends to increase the costs which the economy will have to bear when it 
can no longer postpone its adjustment.
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Table 26
PARAGUAY: INDEXES AND RATIOS OF THE EXTERNAL DEBT
1977 1978 1979 1980 1981 1982 1983 1984 1985"
In d e x e s  (1970  = 100)'
D isb u rsed  g ro ss  e x te rn a l d e b t '
A t c u rre n t prices 340.0 4 38 .8 480 .7 564.9 622.4 790 .0 963 .9  1 085.3 1 163.4
D efla ted  by e x p o r t p rices 115.3 156.5 156.3 181.3 183.0 248 .9 4 3 0 .0 327.7 436 .6
D efla ted  by im p o rt prices 
D isb u rse d  n e t e x te rn a l d eb t
154.6 188.3 163.5 159.3 217.6 213.2 276.5 345.3 375.7
A t cu rre n t p rices 172.2 151.2 90.7 57.9 99.1 388.8 676.5 883.6 1 040.7
D efla ted  by e x p o r t p rices 58.4 53.9 29.5 18.6 29-1 122.5 224 .6 307.0 448 .7
D efla ted  by im p o rt p rices 78.3 64.9 30.9 16.3 27.3 104.9 194.1 327.3 391.0
A s a p e rc e n ta g e  o f  G D P
D isb u rsed  g ro ss e x te rn a l d eb t
A t official ex ch an g e  ra te 24.8 26.1 21.4 19.4 16.9 22 .8 27.3 36.1 44.5
A t p ara lle l ex ch an g e  ra te ' 26.1 29.4 23.5 20.7 20.5 33.5 57.6 59.0 78.0
D isb u rse d  n e t e x te rn a l deb t
A t official ex ch an g e  rate 12.5 11.0 4.0 2.0 2.3 9.7 19.1 22.5 39.7
A t p ara lle l ex ch an g e  ra te ' 13.2 10.1 4.4 2.1 2.9 14.3 40.3 48 .0 69.6
A s  a p e rc e n ta g e  o f  < e x p o n s
G ro ss  e x te rn a l d eb t serv ice 15.4 18.2 22.0 28.3 31.2 27 .9 31.3 33.5 42.2
P rin c ip a l 8.7 9.7 11.3 14.0 15.4 13.0 14.9 15.4 19.7
In té rê t 6.7 8.5 10.7 14.3 15.9 14.9 16.4 18.1 22.4
N e t  e x te rn a l d eb t 
serv ice* 12.3 14.0 16.2 14.7 13.2 8.1 18.1 20.2 25.7
Source: ECLAC, on the basis of data supplied by the Central Bank of Paraguay and the International Monetary Fund.
"Preliminary figures. ’’The weightings adopted for price indexes are for 1980. ’ Medium- and long-term State-guaranteed public
and private debt: end-of-year balances. ’’Average rate for exports and imports recorded by the Central Bank. (See table 17). ’See 
table 17. ’Non-factor goods and services. AInterest and principal paid, less interest received.
b i la te r a l  so u rc e s  to  f in a n c e  th e  p r o je c ts  w h ic h  th e  g o v e r n m e n t  h a d  p r o p o s e d  to  c a r ry  o u t  le d  to  a n  
in c r e a s e  in  t h e i r  s h a re  o f  t h e  e x te r n a l  d e b t .  T h u s ,  o f  th e  U S $ 2 6 6  m i l l io n  o f  lo a n s  p r o c u re d  in  1 9 8 5 , 
m o r e  t h a n  8 4 %  w e r e  f ro m  c o m m e r c ia l  s o u rc e s  g e n e r a l ly  w i th  s h o r te r  r e p a y m e n t  p e r io d s  an d  
h a r s h e r  c o n d i t io n s .  I n  198 4  a p p r o x im a te ly  6 0 %  o f  th e  b a la n c e  o f  th e  g r o s s  e x te r n a l  p u b lic  d e b t  w a s  
o w e d  to  c o m m e r c ia l  s o u rc e s ,  w h e r e a s  in  1 9 8 0 , b e fo re  th e  o n s e t  o f  th e  r e c e s s io n ,  t h e i r  s h a re  h ad  b e e n  
o n ly  4 0 % .
I f  th e  g r o s s  e x te r n a l  d e b t  is  d e f la te d  b y  th e  v a r ia t io n  in  t h e  p r ic e  in d e x  o f  im p o r t s  o f  n o n - fa c to r  
g o o d s  a n d  s e rv ic e s ,  th e  r a te  o f  g r o w th  o f  th e  d e b t  tu r n s  o u t  to  b e  n e a r ly  9 % . I f  th is  is  in  t u r n  d e f la te d  
b y  th e  p r ic e  in d e x  fo r e x p o r t s ,  th e  r a te  o f  g r o w th  r ise s  to  o v e r  3 3 % ,  o n  a c c o u n t  o f  th e  p r o n o u n c e d  fall 
in  e x p o r t  p r ic e s . T h e  c o r r e s p o n d in g  p e r c e n ta g e s  fo r th e  n e t  e x te r n a l  d e b t  w e r e  1 9 .5 %  an d  4 6 % ,  
r e s p e c tiv e ly .  A s  a  p e r c e n ta g e  o f  th e  g r o s s  d o m e s  tic  p r o d u c t ,  an d  i f  v a lu e d  a t th e  a v e ra g e  o ffic ia l r a t e o f  
e x c h a n g e  fo r e x p o r t s  an d  i m p o r t s ,  th e  g r o s s  e x te r n a l  p u b l ic  d e b t  a n d  th e  p r iv a t e  d e b t  g u a r a n te e d  b y  
th e  S ta te  r o s e  f ro m  3 6 %  in  1984 to  4 4 .5 %  in  1 9 8 5 , a f te r  h a v in g  b e e n  o n ly  1 7 %  in  1 9 8 1 . A t  th e  
p a r a l l e l  r a te  o f  e x c h a n g e  i t  r o s e  b e tw e e n  1984  an d  1985 f ro m  5 8 %  to  7 8 % ,  w h e r e a s  d u r in g  th e  la s t 
y e a r  o f  th e  b o o m  th e  f ig u re  h a d  b e e n  2 0 .5  % .10 In  n e t  t e r m s ,  a n d  as a  p e r c e n ta g e  o f  th e  v a lu e  o f  g ro s s  
d o m e s t ic  p r o d u c t io n  a t  th e  o ffic ia l r a te  o f  e x c h a n g e ,  th e  d e b t  ro se  f ro m  2 2 .5  %  in  1984  to  a lm o s t  4 0 %
10 In turn, the gross private debt without State guarantee increased, as a percentage of the gross domestic product at the official rate of 
exchange, from 7.8% in 1981 to 7.9% in 1982 and from 7.4% in 1983 to 8.4% in 1984 and 9.4% in 1985. At the parallel rare of exchange, the 
figures were 9.4%, 11.7%, 15.7%, 13.8% and 16.4% respectively.
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in  1 9 8 5 , w h i l e  i f  t h e  p a r a l l e l  r a t e  o f  e x c h a n g e  is  u s e d  i t  r o s e  to  a lm o s t  7 0 %  in  1 9 8 5 , in  c o n t r a s t  w i th  
4 8 %  f o r  t h e  p r e v io u s  y e a r .  I n  1 9 8 1 , t h e  c o r r e s p o n d in g  p e r c e n ta g e s  h a d  b e e n  o n ly  2 .3 %  a n d  2 .9 % ,  
r e s p e c t iv e ly  ( s e e  ta b le  2 6 ) .
S e r v ic in g  o f  t h e  e x t e r n a l  d e b t  a ls o  in c r e a s e d  n o ta b ly  in  198 5 . A s  f a r  a s  t h e  o ffic ia lly  g u a r a n t e e d  
p u b l ic  a n d  p r i v a t e  d e b t  is  c o n c e r n e d ,  s e rv ic e  r e p r e s e n t e d  r a t h e r  m o r e  t h a n  4 2 %  o f  t h e  v a lu e  o f  
e x p o r t s  o f  g o o d s  a n d  s e rv ic e s ,  a s  a g a in s t  t h e  f ig u re  o f  3 3 .5 %  r e c o r d e d  in  1 9 8 4 .11 I n  t h e  c a s e  o f  n e t  d e b t  
s e r v ic in g  t h e  f ig u re  w a s  a lm o s t  2 6 %  o f  e x p o r t s  in  1 9 8 5 , in  c o n t r a s t  w i th  2 0 %  in  1984 . I n  1981 i t  h a d  
b e e n  o n ly  1 3 % .
F ig u re  2
P A R A G U A Y : C O N S U M E R  P R I C E  I N D E X
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11 I f unregistered exports ate taken into account. the gross ratio of the external debt service was 19.2% in 1981. 20.6% in 1982.21.4% in 
198}. 23.8% in 1984 and 29.0% in 1985. If the gross service on the external private debt without government guarantee is also taken into 
account. total gross servicing coefficients of 29.9%. 30.8%. 34.6%. 34.3% and 39.4%. respectively. were recorded.
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Table 27
PARAGUAY: EVOLUTION OF DOMESTIC PRICES
1977 1978 1979 1980 1981 1982 1983 1984 1985
ir ia tio n  b e tw e e n  a n n u a l a v e ra g e s
C o n su m e r  p rice  in d e x " 9.3 10.6 28.3 22.4 14.0 6.8 13.5 20.3 25.2
F o o d 11.2 12.9 29.6 18.9 10.4 3.5 17.1 28 .9 27.6
H o u s in g 7.9 6.4 22.3 22.7 20.2 8.4 3.6 7.0 17.4
C lo th in g 7.5 11.7 23.1 21.2 11.6 6.0 20.8 26.7 32.8
M isce llan eo u s ex p en ses 6.8 7.6 31.1 32.1 13.4 9.4 17.2 20.0 26.3
W h o le sa le  p rice  index 8.0 12.8 26.3 7.8 12.2 3.5 32.9 28.3 23.4
A g ricu ltu ra l p ro d u c ts 8.3 21.5 38.4 2.7 13.7 3.5 39.7 18.6 12.8
In d ex  o f  im p lic it p rices o f  th e  
g ro ss  d o m e s tic  p ro d u c t1 11.1 10.0 19.8 16.8 16.1 5.2 14.4 23.1 25.2
V a r ia t io n  f ro m  D e c e m b e r  to D e c e m b e r
C o n su m e r  p rice  in d e x " 9.4 16.8 35.7 8.9 8.1 8.9 14.1 29.8 23.1
F o o d 9.9 22.7 38.4 -2 .8 6.9 5.4 19.4 42.5 22.3
H o u s in g 8.3 14.7 20.1 21.1 12.3 6.4 2.7 15.9 13.0
C lo th in g 10.0 12.0 30.4 14.8 5.0 15.5 20.9 32.2 34.9
M isce llan eo u s ex p en ses 8.6 5.9 43.2 30.7 4.4 14.0 17.0 25.4 28.5
W h o le sa le  p rice  index 6.9 23.7 33.0 -1.9 19.6 -6.8 32.9 43 .8 16.3
A g ricu ltu ra l p ro d u c ts 6.4 44.4 43.0 -10.6 30.9 -15.7 39.7 39.1 9.5
Source: Central Bank of Paraguay.
"Base year: I1K80. Base .year: 1972. ’At market prices. Base year: 1982.
4 . T h e  e v o l u t i o n  o f  p r ic e s  a n d  w a g e s
a) Prices
T h e  r a te  o f  in f la t io n  s lo w e d  d o w n  a p p r e c ia b ly  d u r in g  th e  f ir s t  h a l f  o f  1 9 8 5 , a f te r  h a v in g  
fo llo w e d  a n  a lm o s t  u n i n t e r r u p t e d  u p w a rd  t r e n d  s in c e  th e  m id d le  o f  1982. B e tw e e n  th e  e n d  o f  1984 
a n d  Ju ly  1 9 8 5 , th e  1 2 -m o n th  v a r ia t io n  in  th e  C e n tr a l  B a n k 's  c o n s u m e r  p r ic e  in d e x  fell f ro m  n e a r ly  
3 0 %  to  le s s  t h a n  2 1 % . A t  th e  s a m e  t im e ,  th e  a v e ra g e  lev e l o f  p r ic e s  ro se  b y  o n ly  5 % , a s  a g a in s t  th e  
f ig u re  o f  1 3 %  fo r th e  f ir s t  h a l f  o f  th e  p r e v io u s  y ea r .
H o w e v e r ,  in  A u g u s t  in f la t io n  to o k  o f f  s h a rp ly ,  a n d  th e  le v e l o f  c o n s u m e r  p r ic e s  ro se  b y  o v e r  
1 0 % : m o r e  t h a n  d o u b le  th e  r is e  r e c o r d e d  in  th e  p r e v io u s  s e v e n  m o n th s .  In  S e p te m b e r ,  th e  r e s u r g e n c e  
o f  in f la t io n  s la c k e n e d  s o m e w h a t ,  b u t th e  a lm o s t  4 %  r is e  in  t h a t  m o n th  b r o u g h t  th e  c u m u la t iv e  
1 2 -m o n th  v a r i a t i o n  in  p r ic e s  to  a lm o s t  2 9 % :  c lo se  to  th e  le v e l r e c o rd e d  in  D e c e m b e r  19 8 4  (se e  
f ig u re  2 ) .  D u r in g  s u b s e q u e n t  m o n t h s ,  h o w e v e r , th e  in f la t io n a r y  t r e n d  w a s  a g a in  r e v e r s e d ,  a n d  th e  
le v e l o f  p r ic e s  fell s l ig h t ly  in  N o v e m b e r  a n d  r e m a in e d  s ta b le  in  D e c e m b e r .  C o n s e q u e n t ly  t h e  y e a r  
e n d e d  w i th  in f la t io n  o f  2 3 % ,  w h ic h  w a s  c o n s id e ra b ly  lo w e r  t h a n  in  1984 . T h e  s la c k e n in g  o f  in f la t io n  
w a s  e v e n  m o r e  n o te w o r th y  in  th e  c a se  o f  w h o le s a le  p r ic e s ,  w h ic h  r o s e  b y  o n ly  1 6 %  a s  a g a in s t  th e  
f ig u re  o f  3 9 %  th e  p r e v io u s  y e a r  ( s e e  ta b le  2 7 ) .12
T h e  im m e d ia te  c a u s e  o f  th e  s h a r p  r e v iv a l  in  in f la t io n  in  A u g u s t  w a s  to  b e  fo u n d  in  th e  su d d e n  
r is e s  in  th e  p a r a l le l  r a te  o f  e x c h a n g e .  A l th o u g h  th e  r a te  h a d  b e g u n  to  r is e  a s  f ro m  th e  b e g in n in g  o f  
1 9 8 5 , i t  s o a re d  in  Ju ly  a n d  A u g u s t  b y  u p  to  2 5 %  in  a  s in g le  day.
T h e  r o o t s  o f  P a r a g u a y a n  in f la t io n  lie  in  d o m e s t ic  e c o n o m ic  p o lic y , fo r th e  le v e l o f  im p o r t  p r ic e s  
h a s  f a l le n  p r o g r e s s iv e ly  s in c e  1983  ( -5 .9 %  in  1 9 8 3 ,- 1 0 .9 %  in  1984 a n d - 1 .5 %  in  1 9 8 5 ) an d  m o r e o v e r ,
12 It should be noted, however, that the wholesale price index is based on a limited basket of goods and services whose prices are generally 
rather unstable. Moreover, the cost of living index for a bank employee's family, such as that adopted by the Federation of Bank Employees 
(FETRABAN), which assigns greater importance to tradeable goods and services, in fact reflected a resurgence of inflation in 1985. Thus, in 
December 1985 the index showed a twelve-month variation of 43%, as against the 32% variation recorded in December 1984.
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Table 28
P A R A G U A Y : S H O R T -T E R M  E V O L U T IO N  O F  S E L E C T E D  M O N E T A R Y  A G G R E G A T E S , 






































D ece m b e r 42.5 -9.1 -3.2 3.9 -3.9 4.2 9.9 1.0 8.9 0.9 -5.5 -3.7
1983
Ja n u a ry 52.7 -3.7 -1.9 -4 .9 -1.4 -5.5 9.8 1.2 10.5 2.4 -14.6 -2.5
F ebruary 52.9 9.5 1.8 3.2 1.1 4.3 8.1 -0.1 10.8 0.7 -12.0 -
M a rc h 78.0 14.5 11.4 8.3 9.0 8.9 8.7 2.7 10.1 0.5 -10.8 2.0
A p ril 97 .6 7.3 14.4 4.0 8.7 3.4 14.2 4.2 10.0 -0.3 -13.6 1.8
M ay 79.1 1.2 10.7 1.1 4.8 -1 .9 13.2 1.4 10.6 0.5 -13.6 0.6
Ju n e 76.6 4.0 8.3 -1.1 6.7 -1.0 5.5 -2.3 13.3 2.4 -15.5 -3.5
July 91.8 5.9 11.0 2.9 4.9 -2.8 6.0 0.6 14.3 2.1 -21.6 -4.2
A u g u s t 93.7 9.0 11.2 -1 .4 6.6 2.3 5.2 -1.3 17.4 2.4 -15.1 -3.0
S e p te m b e r 118.9 15.1 14.7 3.3 8.6 0.4 8.6 3.8 18.8 1.5 -16.1 -2.7
O c to b e r 143.9 8.3 21.4 5.6 12.7 4.9 12.6 2.1 15.9 0.9 -15.6 2.1
N o v e m b e r 180.6 2.1 31.7 3.6 18.8 0.9 18.7 4 .8 15.4 .3 -9.7 2.2
D ece m b e r 108.7 4.1 27.7 0.8 26.4 10.8 13.0 -3.9 14.1 -0.3 -5.5 0.7
1984
Ja n u a ry 123.1 2.9 31.6 -1 .9 25.2 -6.2 14.5 2.5 13.2 1.6 -8.9 -5.0
F ebruary 113.7 4.9 27.2 -0.3 25.6 4.6 15.3 0.6 13.8 1.3 -13.0 9.6
M a rc h 106.1 10.3 35.6 15.5 39.6 21.0 15.2 2.2 15.7 2.2 -10.6 4 .8
A p ril 91 .9 -0.1 28.1 5.9 39.9 3.7 13.2 2.4 17.0 0.8 -8.1 4 .6
M ay 92.4 1.5 39.8 2.3 50.2 5.3 11.1 -0.5 17.3 0.8 -7.6 1.2
Ju n e 88.2 1.7 37.7 2.6 49.1 -1.7 14.2 - 19.1 4.0 -7.5 -3.6
July 71.7 -3.4 26 .9 -5.2 48 .9 -2.9 7.0 -5.7 18.7 1.8 -10.9 -7.8
A u g u s t 58.7 0.7 29.3 0.6 44.4 -0.8 11.2 2.5 20.6 4.1 -10.7 -2.9
S e p te m b e r 45.3 5.5 22.1 -2 .6 38.2 -3.9 7.0 -0.2 22.0 2.7 -15.6 -8.1
O c to b e r 39.9 4.3 27.7 1.5 31.2 -0.4 7.3 2.4 25.2 3.6 -14.4 3.6
N o v e m b e r 36.4 -0.5 23.4 - 31.4 1.1 4.1 1.7 28.4 2.9 -18.0 -2.1
D ece m b e r 40 .8 7.4 25.3 11.4 2 9 6 9.2 9.8 1.3 29.8 0.7 -15.8 3.5
1985
Ja n u a ry 32.9 -2 .9 14.1 -10.7 21.8 -11.9 7.4 0.3 27.4 -0.3 -24.1 -14.4
F eb ru ary 37.1 8.3 11.6 -2.5 17.4 0.8 3.0 3.5 26.4 0.5 -29.5 -10.0
M a rc h 42 .9 15.1 12.9 16.9 10.2 13.6 12.0 22.6 25.3 1.3 -24.1 11.0
A p ril 47 .0 2 .8 25.0 17.2 14.3 13.9 20.1 9.9 24.6 0.2 -15.7 16.3
M ay 39.9 -3 .4 27.5 4.3 18.7 3.2 25.0 3.6 25.3 1.4 -15.6 1.3
Ju n e 27.1 -7 .6 25.4 -2.3 19.0 -1.5 28 .9 3.1 22.1 1.1 -12.4 -
July 9.3 -11.3 27.3 -5.6 21.6 -0.8 29.4 -5.4 20.5 0.6 -7 .9 -3.0
A u g u s t 19.3 3.5 28.3 1.4 34.6 9.8 13.6 -10.0 27 .6 10.2 -11.4 -5.4
S ep tem b er 7.6 -4 .9 26.1 -4.3 23.4 -8.3 18.8 4.3 28 .9 3.8 -6.3 2.7
O c to b e r 3.3 0.1 21.3 -2.3 27.4 -1.2 13.8 -1.9 27.6 2.6 -9.5 -
N o v e m b e r 17.4 13.1 25.7 3.7 29.1 3.6 13.8 1.6 24.0 -0.1 -16.4 -9.5
D ec e m b e r 15.0 5.3 17.1 3.8 28.0 7.2 12.8 0.5 23.1 - -12.5 6.1
Source: Central Bank of Paraguay.
"From the Central Bank. The Breakdown of the monetary base is slightly different from that which appears in table 34. 'Including 
foreign currency deposits. Including arrears of payments. The growth rates were calculated on the basis of the values in dollars.
526
PARAGUAY
in  c o n t r a s t  w i th  t h e  e x p e r ie n c e  o f  t h e  o th e r  c o u n t r i e s  o f  L a t in  A m e r ic a ,  d u r in g  th i s  p e r io d  P a r a g u a y 's  
t e r m s  o f  t r a d e  im p r o v e d  s l ig h t ly  ( s e e  ta b le  2 2 ) .  I t  i s  q u i te  t r u e  t h a t  t h e  r a t e  o f  e x c h a n g e  c a m e  u n d e r  
e x t e r n a l  p r e s s u r e  a s  a  r e s u l t  o f  t h e  d w in d l in g  o f  f in a n c ia l  f lo w s ; n e v e r th e l e s s ,  a n  a d ju s tm e n t  in  th e  
s y s te m  o f  r e l a t i v e  p r ic e s  o n  a c c o u n t  o f  a n  e x t e r n a l  sh o c k , e v e n  i f  i t  i s  a  p e r m a n e n t  o n e ,  d o e s  n o t  in  
i t s e l f  le a d  to  a  s u s ta in e d  r i s e  in  t h e  le v e l  o f  p r ic e s .
N e t  d o m e s t ic  c r e d i t  f ro m  th e  C e n t r a l  B a n k  h a d  e x p a n d e d  a t  a  r a p id  r a te  a s  f o r  1 9 8 1 , w h e n  th e  
n o n - f in a n c ia l  p u b l ic  s e c to r  c e a s e d  to  b e  a  c r e d i to r  a n d  b e c a m e  a  d e b to r ,  a n d  d u r in g  1983 t h e r e  w a s  a  
p r o n o u n c e d  a c c e le r a t io n  in  t h e  g r o w th  o f  a ll t h e  m a in  d o m e s t ic  m o n e ta r y  a g g r e g a te s .  T h u s ,  fo r  
e x a m p le ,  t h e  1 2 - m o n th  v a r i a t i o n  in  t h e  m o n e ta r y  b a s e  w e n t  f ro m  - 3 %  in  D e c e m b e r  1982 to  8 %  in  
J u n e  19 8 3  a n d  2 8 %  in  D e c e m b e r  o f  t h e  s a m e  y e a r . D u r i n g  t h e  f i r s t  t w o - th i r d s  o f  1984  th e  C e n tr a l  
B a n k  a g a in  c o n s id e ra b ly  in c r e a s e d  liq u id ity . A s  f ro m  th e  la s t  fo u r  m o n t h s  o f  198 4  a n d  d u r in g  th e  
fo l lo w in g  n i n e  m o n t h s ,  t h e  C e n t r a l  B a n k  lo w e r e d  th e  u n d e r ly in g  r a t e  o f  e x p a n s io n  o f  m e a n s  o f  
p a y m e n t  o f  d o m e s t ic  o r ig in ,  b u t  t h i s  s t i l l  r e m a in e d  c o n s id e ra b ly  h ig h e r  t h a n  a  " n o r m a l"  g r o w th  o f  
d e m a n d  fo r  r e a l  m o n e ta r y  b a la n c e s . B o th  t h e  lo s s e s  o f  i n t e r n a t io n a l  r e s e r v e s  a n d  th e  r a t e  o f  p r ic e  
r i s e s  in te n s i f ie d .  A s  o f  1 9 8 5 , i n f la t io n  r o s e  w e l l  a b o v e  t h e  r a t e  o f  e x p a n s io n  o f  m o n e y  ( M ,) .  O n  th e  
o t h e r  h a n d ,  d u r in g  th i s  s a m e  m o n t h  t h e  r a t e  o f  p r i c e  r i s e s  b e g a n  to  s la c k e n  (s e e  t a b le  2 8 ) .
A s  in  t h e  p r e v io u s  tw o  y e a r s ,  a  v io l e n t  e x p a n s io n  o f  t h e  m e a n s  o f  p a y m e n t  o f  d o m e s t ic  o r ig in  
to o k  p la c e  in  t h e  t h r e e - m o n t h  p e r io d  F e b u r a r y - A p r i l ,  a n d  th e  C e n tr a l  B a n k 's  s to c k  o f  n e t  d o m e s t ic  
c r e d i t  r o s e  b y  2 8 %  d u r in g  t h i s  b r ie f  p e r io d .  S u b s e q u e n t ly ,  b e tw e e n  t h e  e n d  o f  A p r i l  a n d  t h e  e n d  o f  
J u ly ,  t h e  C e n t r a l  B a n k  c a r r ie d  o u t  a  d r a s t i c  c u tb a c k  ( -2 1 % )  o f  its  s to c k  o f  d o m e s t ic  a s s e ts . N o n e t h e ­
le s s ,  in  Ju ly  a n d  A u g u s t  s h a r p  r i s e s  w e r e  r e c o r d e d  in  t h e  p a r a l l e l  r a t e  o f  e x c h a n g e ,  a n d  in  t h e  s e c o n d  o f  
t h e s e  tw o  m o n t h s  t h e  le v e l  o f  p r ic e s  r o s e  b y  a lm o s t  1 1 % ,  fo l lo w in g  r i s e s  o f  a p p r o x im a te ly  1 %  d u r in g  
p r e v io u s  m o n t h s .
A l th o u g h  in  S e p te m b e r  a n d  O c to b e r  in f la t io n  d r o p p e d  to  its  p r e - A u g u s t  r a t e ,  l iq u id ity  fell 
s h a rp ly  in  r e a l  t e r m s .
I t  w o u ld  a p p e a r  t h a t  t h e  s h a r p  s h r in k a g e  o f  t h e  m e a n s  o f  p a y m e n t  n o t  o n ly  b r o u g h t  a b o u t a  
c o n s id e r a b l e  d o w n t u r n  in  in f la t io n ,  b u t  a ls o  a  d r o p  in  t h e  r a te  o f  e c o n o m ic  a c tiv ity .
T h e  r a p id  e x p a n s io n  in  t h e  r a t e  o f  d o m e s t ic  c r e a t io n  o f  m o n e y  a s  o f  1983 c o r r e s p o n d s  to  t h e  
in c r e a s e  in  t h e  a l lo c a t io n  o f  c r e d i t  to  b o th  t h e  p r i v a t e  a n d  p u b l ic  s e c to r ,  a l th o u g h  th e  r i s e  in  t h e  
a b s o r p t io n  o f  b a n k in g  f u n d s  o n  t h e  p a r t  o f  t h e  S ta te  w a s  fa r  g r e a t e r  t h a n  t h a t  o f  t h e  p r i v a t e  s e c to r . 
B e tw e e n  D e c e m b e r  198 2  a n d  A p r i l  1985 — w h e n  t h e  C e n t r a l  B a n k  o f  P a r a g u a y 's  s to c k  o f  d o m e s t ic  
c r e d i t  r e a c h e d  i ts  h ig h e s t  le v e l—  t h e  a l lo c a t io n  o f  n e t  C e n t r a l  B a n k  c r e d i t  to  t h e  r e m a in d e r  o f  t h e  
S ta te  g r e w  b y  5 2 8 % ,  w h e r e a s  t h e  v a lu e  o f  i t s  lo a n s  to  t h e  p r i v a t e  s e c to r  e x p a n d e d  b y  o n ly  1 7 6 % . 
T h u s ,  t h e  p r o p o r t i o n  o f  t h e  C e n tr a l  B a n k 's  s to c k  o f  n e t  d o m e s t ic  c r e d i t  a b s o rb e d  b y  th e  S ta te  ro s e  
f ro m  2 5 %  to  4 4 %  d u r in g  t h e  p e r io d ,  a n d  in  Ju ly  1985 i t  w e n t  u p  to  5 6 % ,  a s  a  r e s u l t  o f  a n  e x t r e m e ly  
s h a r p  c u tb a c k  in  c r e d i t s  to  c o m m e r c ia l  b a n k s .
N e v e r t h e l e s s ,  th e s e  f ig u re s  d o  n o t  a d e q u a te ly  r e f le c t  t h e  r e a l  s ig n if ic a n c e  o f  t h e  S ta te 's  f in a n c ia l  
o p e r a t i o n s  in  t h i s  e x p a n s io n  o f  l iq u id ity . T h e  p u b l ic  s e c to r  h a s  r e c e iv e d  h u g e  s u b s id ie s  t h r o u g h  a  
p r e f e r e n t i a l  r a t e  o f  e x c h a n g e  fo r  s e r v ic in g  i ts  e x t e r n a l  d e b t ,  a n d  th e s e  h a v e  e x p a n d e d  t h e  m o n e ta r y  
b a s e . T h e s e  e x c h a n g e  s u b s id ie s ,  t o g e t h e r  w i th  t h e  e x p a n s io n  o f  t h e  C e n tr a l  B a n k 's  n e t  d o m e s t ic  c r e d i t  
to  t h e  S ta te ,  r e p r e s e n t e d  9 6 %  o f  t h e  e x p a n s io n  o f  t h e  m o n e ta r y  b a s e  in  1 9 8 3 ,7 9 %  in  198 4  a n d  2 0 7 %  
in  1 9 8 5 .13
T h e  e x p a n s io n  in  t h e  d e m a n d  f o r  b a n k  f in a n c e  a n d  s u b s id ie s  fo r  t h e  p u b l ic  s e c to r  r e f le c te d  th e  
m o r e  o r  le s s  u n i n t e r r u p t e d  l i g h t e n i n g  o f  t h e  t a x  b u r d e n  w h ic h  h a d  b e g u n  a t t h e  e n d  o f  t h e  p r e v io u s  
d e c a d e  a n d , in  m o r e  r e c e n t  y e a r s ,  t h e  e x t e n t  to  w h ic h  t h e  s c a le s  o f  c h a r g e s  o f  S ta te  e n t e r p r i s e s  h a v e  
fa l le n  b e h in d  t h e i r  p r o d u c t io n  c o s ts . I n  1985  t h e r e  w a s  a ls o  a  p r o n o u n c e d  s h r in k a g e  in  t h e  n e t  in f lo w  
o f  e x t e r n a l  fu n d s  to  t h e  p u b l ic  s e c to r .
C o n s e q u e n t ly ,  t h e  c e n t r a l  g o v e r n m e n t 's  c u r r e n t  in c o m e , e x p r e s s e d  a s  a  p e r c e n ta g e  o f  t h e  g ro s s  
d o m e s t ic  p r o d u c t ,  fe ll to  7 .9 %  in  1 9 8 5 , w h e r e a s  in  1 9 7 9  i t  h a d  r e p r e s e n te d  1 0 .2 % . In  t h e  a b s e n c e  o f  
p r e c i s e  s t a t i s t i c s  o n  th e  lo s s  o f  in c o m e  d e r iv in g  f ro m  t h e  f a i lu r e  to  r a i s e  t h e  p r ic e s  o f  p u b l ic  s e rv ic e s ,  it 
m a y  b e  n o te d  t h a t  a  c o n s id e r a b le  p r o p o r t i o n  o f  t h e  e x c h a n g e  s u b s id ie s  — w h ic h  r e p r e s e n te d  m o r e  
t h a n  3 7  b i l l io n  g u a r a n i e s  in  198 4  a n d  1 9 8 5 —  w e r e  t r a n s f e r r e d  to  c o n s u m e r s  o f  S ta te  g o o d s  a n d
" These subsidies originate from the gap between the exchange rateof 160 guaranies tothedollat paid by the non-financial publicsector 
to the Central Bank for servicing its debt, and the rateof 320 guaranies to the dollar paid by the Central Bank to purchase dollars from exporters.
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Table 29
PARAGUAY: EVOLUTION OF WAGES
In d ex es  (1970  =  100) G ro w th  ra tes
1981 1982 1983 1984 1985 1981 1982 1983 1984 1985
N o m in a l
W a g e s  o f  w o r k e r s  
in  A s u n c ió n "
G en era l 341.7 354.7 374.0 433 .9 531.8 20.1 3.8 5.4 16.0 22.6
M a n u fa c tu rin g 341.4 348.3 364.6 4 35 .9 527.7 20.3 2.0 4.7 19.6 21.0
C o n s tru c tio n 379.7 381.5 383.2 472.1 616.0 19.4 0.5 0.4 23.2 30.5
E le c tric ity , gas and w a te r  
T ra n s p o r t ,  s to rag e  and
310 .8 333.8 375.9 420 .2 572.4 20 .0 7.4 12.6 11.8 36.2
c o m m u n ic a tio n s 343.4 377.6 401.1 421.3 504.7 19.4 10.5 6.2 5.0 19.8
C o m m erce 374.2 380.7 404 .4 4 92 .6 607 .4 24.5 1.7 6.2 21.8 23.3
O th e r  se rv ices 360.9 361.1 387.6 509.5 686 .4 21 .6 0.1 7.3 31.5 34.7
A v e ra g e  a g r ic u ltu ra l  
d a i ly  w a g e s
W ith  m eals 522.9 547.2 675.3 676.2 731.6 13.5 4.6 23.4 0.1 8.2
W ith o u t m eals 487.3 521.7 597.1 581.5 618.7 11.8 7.1 14.5 -2.6 6.4
M in im u m  leg a l w a g e s
A su n c ió n  and 
P u e r to  S tro e ssn e r 370.4 387.4 4 06 .8 488.2 648 .7 18.0 4.6 5.0 20.0 32.9
O th e r  c ities 368.8 385.6 404 .9 4 87 .8 646 .6 17.7 4.6 5.0 20.5 32.6
A g ric u ltu re 370.6 387.6 407 .0 487.5 646.3 17.8 4.6 5.0 19.8 32.6
W a g e s  o f  w o r k e r s  
in  A s u n c ió n
G en era l 87.5 85.1
R e a l”
79.1 76.3 74.7 5.3 -2.7 -7.1 -3.5 -2.1
M a n u fa c tu r in g 87.4 83.6 77.1 76.6 74.1 5.4 -4.3 -7.8 -0.6 -3.3
C o n s tru c tio n 97.3 91.5 81.0 83.0 86.5 4.7 -6.0 -11.5 2.5 4.2
E lec tric ity , gas and  w a te r 79.6 80.1 79.5 73.9 80.4 5.3 0.6 -0.7 -7.0 8.8
T ra n s p o r t ,  s to ra g e  and 
c o m m u n ic a tio n s 88.0 90.6 84.8 74.1 70.9 4.9 3.0 -6.4 -12.6 -4.3
C o m m erce 70.2 91.3 85.5 86.6 85.3 -20.9 30.1 -6.7 1.3 -1.6
O th e r  se rv ices 92.4 86.6 82.0 89.6 96.4 6.6 -6.3 -5.3 9.3 7.6
A v e ra g e  a g r ic u l tu ra l  
d a i ly  w a g e s
W ith  m ea ls 133.9 131.3 142.8 118.9 102.7 -0.4 -1.9 8.8 -16.7 -13.6
W ith o u t m eals 124.8 125.2 126.3 102.2 86.9 -1.9 0.3 0.9 -19.1 -15.0
M in im u m  leg a l w a g e s
A su n c ió n  and 
P u e r to  S tro e ssn e r 94.9 92.9 86.0 85.8 91.1 3.6 -2.0 -7.5 -0.2 6.2
O th e r  cities 94.5 92.5 85.6 85.8 90.8 3.3 -2.1 -7.5 0.2 5.8
A g ric u ltu re 94.9 93.0 86.0 85.7 90.7 3.3 -2.0 -7.5 -0.3 5.8
Source: ECLAC, on the basis of data supplied by the Central Bank of Paraguay Department of Economic Studies; Ministry of Agriculture, 
Department of Agriculture Marketing and Economics; and Ministry of Justice and Labour, Department of Human Resources. 
"Average for June and December. The nominal values were deflated by the consumer price index.
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s e rv ic e s ,  su c h  a s  p e t r o l e u m  p r o d u c t s .  A t  t h e  s a m e  t im e ,  t h e  s iz e  o f  t h e  c u r r e n t  a c c o u n t  s u r p lu s  o f  S ta te  
e n t e r p r i s e s  fe ll to  0 .8 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  in  1 9 8 5 , c o m p a r e d  w i th  1 .1 %  in  1984  a n d  1.5%  
in  198 3 . A l to g e th e r ,  t h e  in c o m e  o f  t h e  n o n - f in a n c ia l  p u b l ic  s e c to r  w e n t  d o w n  f ro m  a p p r o x im a te ly  
2 1 .8 %  to  o n ly  1 2 .5 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  b e tw e e n  1982  a n d  198 5 . A l th o u g h  to ta l  S ta te  
e x p e n d i t u r e  d e c l in e d  b y  t h e  e q u iv a l e n t  o f  1 .6%  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  d u r in g  t h e  s a m e  p e r io d ,  
t h e  n e t  a m o u n t  o f  e x t e r n a l  f i n a n c in g  r e c e iv e d  a ls o  fo l lo w e d  a  d o w n w a r d  t r e n d ,  f a l l in g  b e tw e e n  1984 
a n d  1985 f ro m  2 .6 %  to  0 .8 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t .  M o r e o v e r ,  i f  a ll s u b s id ie s  a re  t a k e n  in to  
a c c o u n t ,  in c lu d in g  t h o s e  w h ic h  t h e  p u b l ic  s e c to r  r e c e iv e s  f o r  i ts  i m p o r t s  a n d  t h e  c r e d i t  i t  o b t a in s  f ro m  
t h e  C e n t r a l  B a n k , to ta l  p u b l ic - s e c to r  e x p e n d i t u r e  in  f a c t  r o s e  a s  a  p r o p o r t i o n  o f  t h e  g r o s s  d o m e s t ic  
p r o d u c t .
A s  its  a c tu a l  in c o m e  d id  n o t  r i s e  su f f ic ie n tly  to  f in a n c e  t h e  g r o w th  o f  i ts  e x p e n d i tu r e ,  t h e  S ta te  
r e s o r t e d  to  t h e  " in f la t io n  ta x " . B y  m e a n s  o f  t h i s  i t  w a s  a b le  to  c o v e r  a p p r o x im a te ly  1 6 %  o f  i ts  d e f ic it  
in  1 9 8 2 , 3 8 %  in  1 9 8 3 , 3 6 %  in  1984 a n d  5 0 %  in  1985.
F u r t h e r m o r e ,  in  r e c e n t  y e a r s  a n o t h e r  p h e n o m e n o n  h a s  h e lp e d  to  in te n s ify  in f la t io n ,  e s p e c ia l ly  
t h r o u g h  th e  p r e s s u r e s  to  w h ic h  t h e  p a r a l l e l  r a t e  o f  e x c h a n g e  h a s  b e e n  su b je c te d . T h u s ,  s h a r p  r i s e s  
h a v e  t a k e n  p la c e  in  t h e  a l lo c a t io n  o f  s u b s id iz e d  c r e d i t s  to  t h e  p r i v a t e  s e c to r  d u r in g  t h e  h a r v e s t  s e a s o n ,  
u n d e r  t h e  im p e tu s  o f  t h e  C e n t r a l  B a n k  w h ic h  h a s  p r a c t i s e d  a  l ib e r a l  d is c o u n t  p o lic y  o n  th e  fu n d s  
in v e s te d  u n d e r  t h e  M in im u m  P o r t f o l io  S y s te m  in  o r d e r  to  h e lp  o f fs e t  t h e  n e g a t iv e  im p a c t  o f  t h e  
e x c h a n g e  p o lic y  o n  th e  p r o f i t a b i l i ty  o f  t h e  m a in  c ro p s .
b )  Wages
T h e  m i n im u m  w a g e  w a s  r a is e d  b y  1 0 %  in  F e b r u a ry  a n d  b y  2 0 %  in  O c to b e r .  T h e s e  r i s e s ,  w h ic h  
m o r e  t h a n  o f fs e t  t h e  in c r e a s e s  in  t h e  C e n tr a l  B a n k 's  c o n s u m e r  p r i c e  in d e x ,  c a u s e d  th e  a v e r a g e  
m i n i m u m  w a g e  to  g ro w  b y  a lm o s t  3 3 %  in  1985 c o m p a r e d  w i th  19 8 4  ( s e e  ta b le  2 9 ) .
I n  r e a l  t e r m s ,  m i n i m u m  w a g e s  im p r o v e d  b y  a p p r o x im a te ly  6 % ,  a f te r  h a v in g  f a l le n  in  t h e  
p r e v io u s  t h r e e  y e a r s ,  a c c o r d in g  to  t h e  a n n u a l  a v e r a g e  v a r i a t i o n  o f  t h e  a b o v e  c o n s u m e r  p r i c e  in d e x .14 
H o w e v e r ,  t h e r e  w a s  a  d e t e r i o r a t i o n  in  1985 in  t h e  p u r c h a s in g  p o w e r  o f  t h e  w a g e s  o f  b o th  w o r k e r s  in  
A s u n c ió n  a n d  o f  a g r ic u l tu r a l  l a b o u r e r s .15 T h e  r e a l  w a g e s  o f  w o r k e r s  in  A s u n c ió n  fe ll f o r  t h e  f o u r th  
y e a r  r u n n i n g ,  t h i s  t i m e  b y  a n  a v e r a g e  o f  2 % ,  w h i le  a g r ic u l tu r a l  w a g e s  d e c l in e d  b y  b e tw e e n  1 4 %  a n d  
1 5 % . In  s o m e  b r a n c h e s  o f  a c t iv i ty , s u c h  a s  c o n s t r u c t io n  a n d  e le c tr ic i ty ,  g a s  a n d  w a te r ,  t h e  r e a l  w a g e s  
o f  w o r k e r s  in  A s u n c ió n  ro s e .
In  1 9 8 5 , t h e  w a g e s  o f  p u b l ic  e m p lo y e e s  w e r e  a ls o  r a is e d  b y  1 5 % , fo r  t h e  f i r s t  t im e  s in c e  1 9 8 2 , 
b u t  th e y  o n c e  a g a in  w o r s e n e d  in  r e a l  te r m s .
A s  r e a l  n a t io n a l  in c o m e  in  1985 w a s  o n ly  1 %  lo w e r  t h a n  in  1 9 8 1 , t h e  in c r e a s e  in  u n e m p lo y m e n t  
a n d  th e  d e t e r i o r a t i o n  in  r e a l  w a g e s  s u g g e s t  t h a t  t h e  c o s t  o f  t h e  a d ju s tm e n t  h a s  b e e n  e s s e n t ia l ly  b o r n e  
b y  w a g e - e a r n e r s .
5. F i s c a l  a n d  m o n e ta r y  p o l ic y
a )  Fiscal policy
In  t h e  g lo b a l  n a t io n a l  b u d g e t  f o r  1985 i t  w a s  in t e n d e d  to  im p l e m e n t  a  m o r e  r e s t r i c t i v e  p o lic y . 
T h u s ,  a  t a r g e t  o f  3 3 5  b i l l io n  g u a r a n í e s  w a s  se t  f o r  t h e  o v e r a l l  p u b l ic - s e c to r  d e f ic i t ,  w h ic h  w o u ld  h a v e  
r e p r e s e n t e d  a  s h r in k a g e  o f  2 8 %  in  c o m p a r i s o n  w i th  th e  p r e v io u s  y e a r .  A s  a  p e r c e n t a g e  o f  t h e  
p r o j e c t e d  v a lu e  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  th i s  t a r g e t  r e p r e s e n t e d  2 .5 % ,  in  c o m p a r i s o n  w i th  t h e  
a c tu a l  f ig u re  o f  4 .4 %  r e c o r d e d  in  1984  ( s e e  ta b le s  3 0  a n d  3 1 ) . H o w e v e r ,  t h e  b u d g e te d  d e f ic i t  f o r  t h e  
n o n - f in a n c ia l  p u b l ic  s e c to r ,  a d ju s te d  b y  th e  p r o je c te d  a m o u n t  o f  e x c h a n g e  s u b s id ie s  r e c e iv e d  f ro m  th e  
C e n t r a l  B a n k  fo r  s e r v ic in g  t h a t  s e c to r 's  e x t e r n a l  d e b t  in  1985 w o u ld  h a v e  a m o u n te d  to  4 %  o f  t h e  
f o re c a s t  g r o s s  d o m e s t ic  p r o d u c t ,  in  c o m p a r i s o n  w i th  5 .2 %  t h e  p r e v io u s  y e a r  ( s e e  ta b le  3 2 ) . S in c e  it
M In conrrast with this, the teal value of the minimum wage seems to have continued to decline throughout 1985, accotdingto the cost of 
living index of the Federation of Bank Employees (FETRABAN). The variation between the annual averages of this index reached 439?, 
reflecting a 7% drop in the real minimum wage.
A In this respect, it should be remembered that the readjustment is applied to all wages, but only affects that part thereof which is 
equivalent to the minimum wage,
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Table 30
P A R A G U A Y : SU M M A R Y  O F T H E  F IN A N C IA L  O P E R A T IO N S  O F T H E  P U B L IC  SE C T O R
B illions o f  g u a ran íe s G ro w th  ra tes
1985 1985
1982 1983 1984 B udg- A c- 1982 1983 1984 B udg- Ac-
e ted  tual" e ted  tual"
C e n tra l  G o v e rn m e n t
C u rre n t  in co m e 68.2 65.6
C u rre n t  e x p e n d itu re 65.1 75.1
T ra n s fe rs  to  th e  p u b lic  secto r 4.3 4 .9
S aving 3.1 -9.5
C a p ita l in co m e - 0.1
C a p ita l e x p e n d itu re 21.9 24.4
T ra n s fe rs  to  th e  p u b lic  sec to r 6.6 5.1
N e t  lo an s -6.3 2.1
G lobal b a lan ce -12.5 -35.0
N e t  d o m e s tic  fin an c in g 5.8 19.1
N e t  e x te rn a l fin an c in g 6.6 16.8
85.2 94.0 110.2 15.0 -3.8 29 .9 10.3 29.3
78.3 87.8 97.6 20.7 15.4 4.3 12.1 24.6
4.5 5.4 6.8 10.2 14.0 -8.2 20.0 51.1
6.9 6.2 12.7 -41.5 -10.1 84.1
0.3 - 0.6 200 .0 100.0
17.7 26.0 34.7 26.6 11.4 -27.5 46 .9 96.0
7.3 1.9 10.7 407 .7 -22.7 43.1 -74.0 46 .6
-10.5 -19.7 -21.4 -31.3 180.0 -70.0 87.6 103.8
-8.6 7.1 10.7 -56.1
19.0 12.7 10.7 32.0
C u rre n t  in co m e
T ra n s fe rs  from  th e  p u b lic  sec to r 
C u rre n t  e x p e n d itu re  
S av ing
C a p ita l in co m e  
C ap ita l e x p e n d itu re  
N e t  loans 
G lobal b a lan ce  
N e t  d o m e s tic  fin an c in g  
N e t  e x te rn a l fin an c in g
T ra n s fe rs  fro m  th e  p u b lic  sec to r 
C u rre n t e x p e n d itu re  
S av ing
C ap ita l in co m e
T ra n s fe rs  from  th e  p u b lic  secto r 
C ap ita l e x p e n d itu re  
N e t  loan s 
G lobal b a lance  
N e t  d o m e s tic  f in an c in g  
N e t  e x te rn a l f in an c in g
C u rre n t in co m e
T ra n s fe rs  from  th e  p u b lic  secto r 
C u rre n t e x p e n d itu re  
S av ing
C a p ita l in co m e  
C ap ita l e x p e n d itu re  
N e t  lo an s 
G lobal b a lan ce  
N e t  d o m e s tic  fin an c in g  
N e t  e x te rn a l fin an c in g
S o c ia li  S e c u r ity
11.8 14.7 13.2 15.0 16.0
0.1 0.1 - - 0.1
8.0 9.3 11.2 13.4 13.8
3.7 5.4 2.0 1.6 2.2
0.3 0.3 0.6 - -
2.2 2.3 1.4 1.6 1.9
0.5 0.7 0.2 - 0.4
1.3 2.7 0.9 0.1 0.1
1.3 2.7
-0.9 -0.1 -0.1
O th e r  d e c e n tra l iz e d  b o d ie s
3.8 4.3 4.7 11.1 5.5
2.9 3.3 3.2 4.5 4.1
3.3 4.2 4.5 7.8 4.4
0.5 - 0.2 3.3 1.1
0.1 0.7 0.1 0.3 0.1
0.1 0.1 0.1 0.2 0.1
0.3 0.2 0.1 3.9 0.1
-0.1 0.5 0.3 - 0.6
0.5 0.1 - -0.3 0.1
-0.4 -0.2 - -0.3 -0.2
- 0.1 0.1 0.6 0.1
M u n ic ip a li t ie s
4.0 4.7 5.2 6.0 5.6
0.2 0.3 0.3 0.1 0.1
2.7 3.2 3.3 3.6 3.7
1.3 1.6 1.9 2.4 1.8
0.4 0.5 0.5 1.0 0.6
2.1 2.1 2.7 3.7 3.0
-0.3 -1.0 -0.2 - 0.2
-0.2 0.1 - -0.3 0.4
0.1 -0.1 - 0.2 -0.4
0.1 - - 0.1 -
10.3 24.6 -10.2 13.6 21.2
27.0 16.3 20.4 19.6 23.2
-15.9 45 .9 -63.0 -27.3 10.0
50.0 - 100.0
22.2 4.5 -39.1 14.3 35.7
-16.7 40.0 -71.4 100.0
-40.9 107.7 -66.7 -88.9 -88.9
8.6 13.2 9.3 136.2 17.0
7.4 13.8 -3.0 40 .6 28.1
17.9 27.3 7.1 73.3 -2.2
-28.6




- - - 100.0 -
-57.1 -33.3 -50.0 c 300.0
66.7 -80.0
-40.0 -100.0 100.0
17.6 17.5 10.6 15.4 7.7
100.0 50.0 -66.7 -66.7
17.4 18.5 3.1 9.1 12.1
30.0 23.1 18.8 26.3 -5.3








PA R A G U A Y
(Table 30 concluded)
B illions o f  g u a ran íe s G ro w th  ra tes
1985 1985
1982 1983 1984
B udg- A c-
1982 1983 1984
B udg- A c-
eted tuai" eted tual"
S ta te  E n te rp r is e s
C u rre n t incom e 75.3 79.2 104.7 126.0 126.0 108.6 5.2 32.2 20.3 20.3
T ra n s fe rs  from  th e  p u b lic  secto r 0.8 1.0 0.8 0.8 .0 .8 -11.1 25.0 -20.0
C u rre n t e x p e n d itu re 64.7 67.0 93.0 109.7 114.2 142.3 3.6 55.0 17.9 22.8
S aving 10.6 12.2 11.7 16.2 11.8 12.8 15.1 -4.1 38.5 0.9
C ap ita l incom e 7.8 6.9 9.8 2.3 1.0 4 00 .0 -11.5 42 .0 -76.5 -89 .8
T ra n s fe rs  fro m  th e  p u b lic  se c to r 6.5 4 .9 7.2 2.0 0.7 500.0 -24.6 46 .9 -72.2 -90.3
C ap ita l e x p e n d itu re 35.0 30.8 58.3 31.9 35.3 177.8 -12.0 89.3 -45.3 -39.5
N e t  loans 1.2
G lobal balance -6.5 -23.2 -36.9 -13.3 -22.5 242.0 -36.1 59.1 -64.0 -39.0
N e t  d o m e s tic  financing -1.2 15.0 9.5 -10.6 21.9
N e t  e x te rn a l financing 17.7 8.2 27.4 23 .9 0.6
C o n s o lid a te d  non--fin an c ia l p u b lic  se c to r
C u rre n t incom e 158.2 163.6 208 .6 246.7 256.5 44 .9 3.4 27.5 18.3 22.9
C u rre n t e x p e n d itu re 139.5 153.9 185.8 216.7 226 .9 119.4 10.3 20.7 16.6 22.1
S aving 19.2 10.4 22.8 30.0 29.6 -8.1 -49.0 119.2 31.6 29.8
C ap ita l incom e 2.0 3.5 3.9 1.7 1.6 233 .3 75.0 11.4 -59.0 -56.4
C a p ita l e x p e n d itu re 44 .9 69.8 72.8 65.2 74.5 67.4 -0.4 4.3 -10.4 2.3
N e t  loans -6.3 3.3 0.4 - 0.9 100.0 125.0
G lobal balance •17.4 -59.2 -46.6 -33.5 -44.6 -3.9 240.2 -21.3 -28.1 -4.3
A s ai p e rc e n ta g e  o f  th e  g lobal 
b a lance
N e t  d o m es tic  fin an c in g -7.0 27.3 17.9 -3.3 33.2 40.2 -46.1 -38.4 9.9 -74.4
C e n tra l B ank 3.3 21.5 9.1 6.8 16.9 -19.0 -36.3 -19.5 -20.3 -37.9
O th e rs -10.3 5.8 8.8 -10.1 16.3 -21.2 -9.8 -18.9 30.1 -36.5
N e t  ex te rn a l finan c in g 24.4 31.8 28.7 36.8 11.4 -140.2 -53.7 -61.4 -109.9 -25.6
D isb u rse m e n ts 29.1 36.7 36.9 26.0 -167.2 -62.0 -62.0 -58.3
A m o r tiz a tio n  p a y m e n ts -4.7 -4.9 -8.2 -14.7 -27.0 8.3 8.3 33.0
M e m o  ite m s :
E x ch an g e  subsid ies6 1.6 2.7 9.5 19.6 27.17
A dju sted  g lobal balance* 
A d justed  n e t-d o m e s tic
-19.0 -61.9 -56.1 -53.1 -72.4
financing* -5.4 30.0 27.4 16.0 60.6
Source: Ministry of Finance of Paraguay. Technical Secretariat and Budget Department, Central Bank of Paraguay and International Monetary 
Fund.
"Preliminary figures. ' 15 500.0%. "38 000.0%. 'As from 1982 includes the operations of PETROPAR, the new State body
reponsible for importing, refining and distributing petroleum products. ^Includes only exchange subsidies identified in the Central Bank's
monetary programme and which measure the gap between the exchange rate paid by the Central Bank to acquire foreign currency and the 
exchange rate at which it sells to the public sector to service its external debt. Estimates. * Includes the exchange subsidies
mentioned in e.
w a s  e x p e c te d  th a t  t h e  e x te r n a l  f in a n c ia l f lo w  w o u l d b e o f  t h e o r d e r o f  3 7  b i l l i o n g u a r a t i i e s i n l 9 8 5 , t h e  
p o t e n t i a l  m o n e ta r y  im p a c t  o f  th e  a d ju s te d  d e f ic i t  w o u ld  h a v e  b e e n  16.3 b i l l io n  g u a r a n íe s  ( 1 .2 %  o f  th e  
fo re c a s t  g r o s s  d o m e s t ic  p r o d u c t ) ,  i.e ., a p p r o x im a te ly  13 %  o f  th e  m o n e ta r y  b a se  e x i s t in g  a t  th e  e n d  o f  
198 4 . H o w e v e r ,  th e  m o n e ta r y  p r o g r a m m e  b u d g e te d  fo r a p p r o x im a te ly  2 7  b i l l io n  g u a r a n íe s  ( in c lu d ­
in g  e x c h a n g e  s u b s id ie s )  o f  f in a n c in g  fo r th e  S ta te  in  1 9 8 5 , i.e ., a  s im i la r  f ig u re  to  th e  to ta l  n e t  d o m e s t ic  
f in a n c in g  u se d  b y  th e  S ta te  in  1984.
A s  a  c o n s e q u e n c e  o f  t h e  c o m p le t io n  o f  m a jo r  c o n s t r u c t io n  p r o je c ts  in  t h e  s te e l  a n d  c e m e n t  
s e c to r s ,  th e  1985 b u d g e t  p r o v id e d  fo r a  fall o f  o v e r  1 0 %  in  th e  p u b l ic  s e c to r 's  u n a d ju s te d  c a p ita l  
e x p e n d i tu r e ,  w h i le  a  r is e  o f  a p p r o x im a te ly  2 0 %  w a s  fo re c a s t  in  th e  d e f la to r  o f  th e  g r o s s  d o m e s t ic
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Table 31
P A R A G U A Y : S U M M A R Y  O F  T H E  F IN A N C I A L  O P E R A T IO N S  
O F  T H E  P U B L IC  S E C T O R
(As a percentage of gross domestic product) "
C u rre n t  in co m e 
C u rre n t  e x p e n d itu re  
T ra n s fe rs  to  th e  p ub lic  secto r 
S av ing
C ap ita l in co m e  
C ap ita l e x p e n d itu re  
T ra n s fe rs  to  th e  pub lic  secto r 
N e t  lo an s 
G lobal b a lance  
N e t  d o m e s tic  fin an c in g  
N e t  e x te rn a l financing
C u rre n t  in co m e  
T ra n s fe rs  from  th e  cen tra l 
g o v e rn m e n t 
C u rre n t  e x p e n d itu re  
S av ing
C a p ita l in co m e 
C ap ita l e x p e n d itu re  
N e t  loans 
G lobal balance  
N e t  d o m e s tic  finan c in g  
N e t  e x te rn a l finan c in g
C u rre n t  in co m e  
T ra n s fe rs  from  th e  cen tra l 
g o v e rn m e n t 
C u rre n t e x p e n d itu re  
S av ing
C ap ita l in co m e  
T ra n s fe rs  from  th e  cen tra l 
g o v e rn m e n t 
C ap ita l e x p e n d itu re  
N e t  loans 
G lobal b a lance  
N e t  d o m e s tic  finan c in g  
N e t  e x te rn a l finan c in g
C u rre n t  in co m e  
T ra n s fe rs  from  th e  cen tra l 
g o v e rn m e n t 
C u rre n t e x p e n d itu re  
S av ing
C ap ita l in co m e 
C ap ita l e x p e n d itu re  
N e t  loans 
G lobal b a lance  
N e t  d o m e s tic  finan c in g  
N e t  e x te rn a l finan c in g
1980 1981 1982































1983 1984 Budgeted A ctual
8.0 8.0 8.8 7.9
9.2 7.3 6.3 7.0
0.6 0.4 0.4 0.5
-1.2 0.6 0.4 0.9
3.0 1.6 1.9 2.5
0.6 0.7 0.1 0.8
0.3 - - -
-4.3 -1.0 -1.4 -1.5
2.3 -0.8 0.5 0.8
2.1 1.8 0.9 0.8
1.8 1.2 1.1 1.1
1.1 1.0 1.0 1.0
0.7 0.2 0.1 0.2
0.3 0.1 0.1 0.1
0.1 - - -
0.3 - - -
0.3 - - -
0.5 0.4 0.8 0.4
0.4 0.3 0.3 0.3
0.5 0.4 0.6 0.3
- - 0.2 0.1
0.1
0.3
0.6 0.5 0.4 0.4
0.4 0.3 0.3 0.3
0.2 0.2 0.2 0.1
- - 0.1 -
0.3 0.3 0.3 0.2




1980 1981 1982 1983 1984
1985
Budgeted Actual
C u rre n t  incom e
S ta te s  E n te rp r is e s
5.6 5.1 10.2 9.7 9.8 9.0 9.0
T ra n s fe rs  from  th e  cen tral
g o v e rn m e n t 0.1 0.1 0.1 0.1 0.1 0.1 0.1
C u rre n t e x p e n d itu re 4.2 3.8 8.8 8.2 8.7 7.9 8.2
S aving 1.3 1.3 1.4 1.5 1.1 1.2 0.8
C ap ita l in co m e 0.2 0.2 1.1 0.8 0.9 0.2 0.1
T ra n s fe rs  from  th e  cen tra l
g o v e rn m e n t 0.2 0.2 0.9 0.6 0.7 0.1 _
C ap ita l e x p e n d itu re 2.1 1.8 4.7 3.8 5.4 2.3 2.5
N e t  loans - - - 0.1 - - -
G lobal balance •0.6 -0.3 -2.3 -1.3 -3.4 -1.0 -1.6
N e t  d o m e s tic  financing 0.1 -0.7 -0.2 -0.5 0.9 -0.8 1.6
N e t  e x te rn a l financing 0.5 0.9 2.4 1.7 2.6 1.7 -
C u rre n t in co m e
C o n s o l id a te d  non-
16.9
-fin an c ia l p u b lic
15.4 21.5
se c to r
20.0 19.5 17.7 18.4
C u rre n t e x p e n d itu re 13.2 12.4 18.9 18.8 17.4 15.5 16.3
S aving 3.7 2.9 2.6 1.2 2.1 2.2 2.1
C ap ita l in co m e - - 0.3 0.4 0.4 0.1 0.1
C ap ita l e x p e n d itu re 4 .9 4.6 7.4 6.7 6.8 4.7 5.3
N e t  loans 0.4 1.0 -0.9 0.3 - - 0.1
G lobal b a lance -1.5 -2.6 -2.4 -7.2 -4.4 -2.4 -3.2
N e t  d o m e s tic  financing -0.9 0.9 0.9 -3.3 1.7 -0.3 2.4
C e n tra l B ank 0.3 1.8 0.4 2.6 0.9 0.5 1.5
O th e rs -1.2 -0.9 -1.3 0.7 0.8 -0.8 1.2
N e t  e x te rn a l financing 2.4 1.6 3.3 3.8 2.7 2.6 0.8
D isb u rse m e n ts 3.3 2.3 3.9 4.4 3.4 1.9
A m o rtiz a tio n  p ay m en ts -0.9 -0.6 -0.6 -0.6 -0.7 -1.1
E x ch an g e  subsid ies ' - . 0.2 0.3 0.9 1.5 2.0
A djusted  g lobal ba lan ce ' -0.9 -2.6 -2.6 -7.6 -5.2 -4.0 -5.2
A djusted  n e t-d o m e s tic  
financing -0.9 0.9 -0.7 3.7 2.6 1.5 4.3
Source: IMF and Central Bank of Paraguay.
"Current market prices. As from 1982 includes the operations of PETROPAR, the new State body responsible for importing, refining
and distributing petroleum products. '  Includes only exchange subsidies identified in the Central Banks monetary programme and which 
measure the gap between the exchange rate paid by the Central Bank to acquire foreign currency, and the exchange rate at which it sells to the 
public sector to service its external debt. Includes the exchange subsidies mentioned in \
p r o d u c t .  In  19 8 4  c a p i ta l  e x p e n d i tu r e  h a d  r i s e n  b y  r a th e r  m o re  th a n  4 % ,  in  c o m p a r i s o n  w i th  a  r a te  o f  
in f la t io n  o f  2 3 %  ( in  a c c o rd a n c e  w i th  th e  d e f la t io n  o f  th e  g ro s s  d o m e s tic  p r o d u c t ) .  T h e  S ta te  w a s  
e x p e c te d  to  h a v e  to  c o v e r  4 6 %  o f  its  u n a d ju s te d  c a p i ta l  e x p e n d i tu r e  w i th  s a v in g s :  a  t a r g e t  w h ic h  
w o u ld  h a v e  s ig n if ie d  a  c o n s id e ra b le  i m p r o v e m e n t  o v e r  th e  r e s u l t s  a c h ie v e d  in  r e c e n t  y e a r s .  I t  w a s  a lso  
a s s u m e d  t h a t  s a v in g  w o u ld  in c r e a s e  in  s p i te  o f  th e  1 5 %  r is e  in  th e  w a g e s  o f  p u b l ic  e m p lo y e e s ,  an d  
th a t  b u d g e te d  c u r r e n t  in c o m e  a n d  e x p e n d i tu r e  ( e x c lu d in g  th e  a b o v e - m e n t io n e d  su b s id ie s )  w o u ld  
g r o w  a t  lo w e r  r a te s  t h a n  th e  fo re c a s t  in f la t io n .
T h e  d e s i re d  r e d u c t io n  in  th e  n o n - f in a n c ia l  S ta te  d e f ic it  w o u ld  re f le c t  a  cu t o f  tw o - th i r d s  in  th e  
s w o lle n  d e f ic it  o f  S ta te  e n t e r p r i s e s  (3 -4 %  o f  th e  p r o d u c t  in  1 9 8 4 , e x c lu d in g  s u b s id ie s ) ,  o n  a c c o u n t o f  a 
s h a r p  c u tb a c k  in  c a p i ta l  e x p e n d i tu r e  b y  th e  N a t io n a l  C e m e n t  C o m p a n y  (INC) a n d  b y  A c e ro s  del 
P a r a g u a y  (ACEPAR). O n  th e  o th e r  h a n d ,  i t  w a s  p la n n e d  to  a lm o s t  d o u b le  th e  c e n t r a l  g o v e r n m e n t  
d e f ic i t  in  o r d e r  to  p a r t i a l ly  o f fs e t  th e  im p a c t  o f  th e s e  c u tb a c k s  o n  th e  le v e l o f  a c tiv ity .
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A c c o r d in g  to  p r e l im in a r y  f ig u re s , t h e  y e a r  a c tu a lly  c lo se d  w i th  a n  u n a d ju s te d  g lo b a l  d e f ic it  o f  
4 4 .6  b i l l io n  g u a r a n íe s ,  i.e ., 3 .2 %  o f  th e  v a lu e  o f  th e  g r o s s  d o m e s t ic  p ro d u c t ,  a s  a g a in s t  4 .4 %  in  1 9 8 4 .16 
T h e  a d ju s te d  d e f ic i t ,  h o w e v e r ,  r o s e  to  a lm o s t  7 2 .4  b i l l io n  g u a r a n íe s ,  i.e ., 5 .2 %  o f  th e  p r o d u c t ,  
c o m p a r e d  w i th  56 .1  b i l l io n  ( 5 .2 %  o f  th e  p r o d u c t )  in  1984  (s e e  ta b le s  3 0  an d  3 1 ) .17
A t th e  s a m e  t im e ,  th e  n e t  in f lo w  o f  e x te r n a l  fu n d s  c a m e  to  le ss  t h a n  o n e - th i r d  o f  th e  fo re c a s t  
f ig u re . C o n s e q u e n t ly ,  to ta l  n e t  d o m e s tic  f in a n c in g  a b s o rb e d  b y  th e  S ta te  r o s e  to  6 0 .6  b i l l io n  g u a r a n íe s  
in  1 9 8 5 , i.e ., e q u iv a le n t  to  4 .3  %  o f  th e  g r o s s  d o m e s t ic  p r o d u c t ,  w h ic h ,  w h e n  c o m p a r e d  w i th  th e  t a r g e t  
o f  1 .5%  o f  th e  g ro s s  d o m e s t ic  p r o d u c t ,  r e p r e s e n te d  a n  a c tu a l f ig u re  o f  2 .6 %  o f  th e  l a t t e r  in  1984. 
M o n e y  is s u e  ( in c lu d in g  e x c h a n g e  su b s id ie s )  d e r iv in g  f ro m  th e  n o n - f in a n c ia l  p u b l ic  s e c to r 's  o p e r a ­
t io n s  e x c e e d e d  th e  fo re c a s t  f ig u re  b y  6 7 %  a n d  th e  a c tu a l 1984  a m o u n t  b y  1 4 1 % .
U n a d ju s te d  s a v in g s  w e r e  ju s t ,  a  l i t t le  b e lo w  th e  a m o u n t  b u d g e te d ,  i.e ., 2 .1 %  o f  th e  g ro s s  
d o m e s t ic  p r o d u c t .  O n  th e  o t h e r  h a n d ,  c a p i ta l  e x p e n d i tu r e  w a s  1 4 %  h ig h e r  t h a n  p la n n e d ,  a t t a in in g  
5 .3 %  o f  th e  p ro d u c t .
T ab le  32
P A R A G U A Y : S U B S ID IE S  T O  T H E  P U B L IC  S E C T O R "
M illio n s o f  g u a ran íe s G ro w th  ra tes
A S  a p e rc e n ta g e
1 9 8 3 1 9 8 4 1 9 8 5 1 9 8 3 1 9 8 4 1 9 8 5 1 9 8 3 1 9 8 4 1 9 8 5
E x c h a n g e  su b s id y
1. F o r se rv ic in g  th e  
e x te rn a l pub lic  d e b t '
2. F o r im p o rts  by pub lic
2 725 9 511 27 8 01 ' 68.0 149.0 192 .3 ' 0.3 0.9 2 .0 '
in s titu tio n s 4 117 16 791 15 592 50.9 307.8 -7.1 0.5 1.6 1.1
3 . T o ta l ( 1 + 2 ) 6 842 26 302 43 393 57.3 299.6 54 .9 0.8 2.5 3.1
C r e d i t  su b s id y
4. A t th e  ra te  o f  in te re s t o f
th e  m in im u m  p o rtfo lio ' 1 476 2 777 4 159 500.3 88.1 49.8 0.2 0.3 0.3
5. A t th e  ra te  o f  in fla tio n 1 476 4 998 8 196 2 380.7 238.6 64 .0 0.2 0.5 0.6
T o ta l su b s id y  
(3 +  4) 8 318 29 079 47 552 74.3 249.6 63.5 1.0 2.7 3.4
(3 +  5)______________________ 8 318 31 300 51 589 87.3 276.3 64.8 1.0 2.9 3.7
Source: On the basis of data provided by the Central Bank of Paraguay.
"Provisional figures subject to review. Includes only the exchange subsidies identified in the Central Bank's monetary programme and
which originate in the gap between the exchange rate paid by the Central Bank to acquire foreign currency, and the exchange rate at which it 
sells to the public sector for servicing its external debt. ' Estimated figures. Equals the gap between the rate of exchange paid by
the Central Bank for foreign currency and the average rate of exchange at which it sells to the public sector for its imports. 'Equals the gap 
between the rate of interest paid by the non-financial public sector for net Central Bank credit, and that paid by the non-financial private sector 
for credit with a term of less than 2-10 days under the minimum portfolio system. Equals the gap between the rate of interest paid by the
non-financial public sector for net Central Bank credit, and the rate of inflation.
16 This figure was just over 30% higher than the 1984 figure, compared with the target of25%. The gap reflects higher inflation than
forecast.
17 In calculating the exchange subsidies received by the State in respect of its external debt servicing, originating in the gap between the 
160 guaraníes exchange rate and an average exchange rate derived from the 320 guaraníes rate which applies to exports and the market rate of 
exchange, it may be noted that these amounted to the equivalent of 3.1 % of the gross domesticproduct in 1985 ( 1.2% in 1984). According to this 
calculation, the adjusted non-financial public-sector deficit apparently rose to 6.3% in 1985 (5.5% in 1984). Moreover, the non-financial State 
seaor benefits from a preferential exchange rate (240 guaraníes to the dollar) for its imports of goods and pays an exceptionally low rate of 
interest (5%) on Central Bank credits. If these further subsidies are taken into account, the former on the basis of the official exchange rate of 320 
guaraníes adopted for exports and the latter on the basis of the rate of interest, which is also preferential, on the minimum portfolio (for credits 
with a term of less than 240 days), the non-financial public-sector deficit came to 6.6% of the gross domestic product in 1985 (6.4% in 1984). In 
this calculation the exchange subsidies enjoyed for servicing the external debt were also valued on the basis of the official rate of exchangeof 320 
guaraníes adopted for exports (see table 32).
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T a b le  33
P A R A G U A Y : C E N T R A L  G O V E R N M E N T  F I N A N C I A L  O P E R A T I O N S
PARAGUAY
B illionsi o f  gu a ran ie s G ro w th  ra te s
1982 1983
C u r r e n t  in c o m e 68 .2 65 .6
T ax  rev en u e 60.9 53.1
D ire c t tax es 20.5 18.8
O n  p erso n a l incom e - -
O n  c o rp o ra te  e a rn in g s 13.2 10.7
O n  w e a lth 7.3 8.1
In d ire c t taxes 35.2 33.8
O n  e x te rn a l tra d e 12.5 9.8
Im p o rts 8.9 7.4
E x p o rts 0.4 0.3
O n  e x ch an g e  tra n sa c tio n s 3.2 2.1
O n  d o m es tic  tra d e 18.3 15.1
O n  th e  payro ll 0.9 0.8
O th e rs 8.8 8.9
N o n - ta x  incom e 7.3 12.5
C u r r e n t  e x p e n d i tu r e 65.1 74.4
C o n su m p tio n 38.7 43.5
W ag es  and sa la ries 28.3 32.9
G o ods and n o n -p e rso n a l
se rv ices 10.4 10.6
In te re s t  p a y m e n ts 2.5 2.7
T ra n fe rs 19.7 22 .6
T o th e  p r iv a te  sec to r 15.4 17.4
T o th e  p ub lic  secto r 4.3 5.1
O th e rs 4.2 5.6
S a v in g 3.1 -8 .8
C a p ita l  in c o m e - 0.1
C a p ita l  e x p e n d i tu r e 21 .9 2 8 .0
C ap ita l fo rm a tio n 14.5 17.8
P u rc h a se  o f  asse ts - -
T ran sfe rs 7.4 10.1
To th e  p ub lic  sec to r 6.9 10.1
O th e rs 0.5 1.1
T o ta l  e x p e n d i tu r e 77 .6 80.7
N e t  lo a n s -6 .3 2.1
G lo b a l  b a la n c e -12 .5 -35 .8
F in a n c in g  (n e t) 12.5 38.8
D o m e s tic  (n e t) 5.8 22.0
B a n k s 3.2 17.3
C e n tra l B an k 3.2 17.1
R e s t o f  b a n k in g  system - 0.2
O th e rs* -6.2 -2.3
V a ria tio n  in  m o ney  stock -3.6 2.3
E x te rn a l (n e t) 6.6 16.8
D isb u rse m e n ts 9.2 19.7











85.2 94 .0 110.2 15.0 -3 .8 29 .9 10.3 29.3
71.8 78.0 94.4 13.2 -12.8 35.2 8.6 31.5
21 .0 27.5 2 9 6 15.8 -8.3 11.7 31.7 41 .0
11.0 11.7 15.8 12.8 -18 .9 2.8 6.4 43 .6
10.0 13.8 21.7 11.0 23.5 38.0
50.8 50.5 64.8 3.9 -14.6 50.3 -0.6 27 .6
12.3 14.8 14.0 -18.3 -21.6 25.5 20.3 13.8
8.9 11.0 -20.5 -16.6 20.3 23.6
0.7 - 33.3 -25.6 133.3 -
2.7 3.0 -15.8 -34.4 28 .6 11.1
25 .9 35.7 34.6 53.8 -17.5 71.5 37.8 33.6
0.8 1.0 12.5 -11.1 - 25.0
11.8 16.2 10.0 1.1 32.6 37.3
13.5 16.0 15.9 32.7 71.2 8.0 18.5 17.8
78.3 87 .8 97 .6 2 0 .8 14.3 5.2 12.1 24 .6
4 4 .8 57.3 60.3 19.4 12.4 3.0 27 .9 34.6
33.5 40 .9 40 .8 25.8 16.3 1.8 22.1 21.8
11.3 15.8 14.8 5.1 1.9 6.6 39.8 31.0
4.9 7.0 6.7 19.0 8.0 81.5 42 .9 36.7
22.4 23.5 30.5 85.8 17.8 -0 .9 4 .9 36.2
17.8 18.2 23.7 129.9 14.7 2.3 2.2 33.1
4 .6 5.4 6.8 10.3 14.0 -9.8 17.4 47 .8
6.2 0.6 3.1 -52.3 33.3 -7.1 -90.3 -50.1
6.9 6.2 12.7 -42 .6 10.1 84.1
0.3 0.6
17.7 26 .0 34.7 2 6 .6 27 .9 -36 .8 46 .9 96 .0
10.2 23.7 2 9 7 -1.4 22.3 -42.7 132.3 191.0
- 0.4 4.2 - -
7.5 1.9 0.8 208.3 36.5 -25.7 -74.7 -89.3
7.5 1.9 0.8 213.6 46.4 -25.7 -74.7 -89.3
- - - 66 .6 120.0
96.1 113.8 132.8 4 .0 19.1 18.4 37.7
- - - - -100 .0 -
-10.5 -19 .7 -21.4 -31.3 186.4 -70.7 87.6 103.8
A s a  percentage o f  th e  global balance
10.5 19.7 21.4 -100.0 -108.4 -100.0 -100.0 -100.0
-8.6 7.1 10.7 -46.4 -61.4 81.9 -36.0 -50.0
4.4 -2.1 7.7 -25.6 -48.3 -41.9 10.7 -36.0
7.3 -2.1 7.7 -25.6 -47.8 -69.5 10.7 -36.0
-2.9 - - - -0.6 27 .6 - -
9.8 9.6 17.3 49 .6 6.4 -93.3 48.7 80.8
-22.8 -0.4 -14.3 28.8 -6.4 217.1 2.0 66.8
19.0 12.7 10.7 -52.8 -46.9 -181.0 -64.5 -50.0
23.3 18.9 16.1 -73.6 -55.0 -221 .9 -95.9 -75.2
-4.3 -6.2 -5.4 20.8 8.1 41.0 31.5 25.2
S o u r c e :  M in is t r y  o f  F in a n c e  o f  P a r a g u a y , T e c h n ic a l  S e c r e ta r ia t  a n d  B u d g e t  D e p a r t m e n t ,  a n d  t h e  IM F .
" P r e l im in a r y  f ig u r e s .  ' ' In c lu d e s  s u p p l ie r  c r e d its ,  issu e  a n d  a m o r t i z a t io n  o f  b o n d s  a n d  a m o r t iz a t io n  o f  c o m m it m e n t s  c a r r ie d  o v e r  f r o m




E n d -o f-y ear b a lan ce  in
b illio n s o f  g u a ran ie s  G ro w th  ra tes
1985 1985
1983 1984 P ro - 1983 1984 P ro ­
g ram m ed  A ctual g ram m ed  A c tu a l
a
M o n e ta ry  base 106.9 130.4 136.9 149.3 31.1 22 .0 16.0 14.5
S o u rc e s
N e t  e x te rn a l asse ts 84.0 80.7 60.5 71.2 -4.2 -3.8 -15.9 -11.8
In te rn a tio n a l  reserves '7 99.0 96.5 71.1 75.7 -1.9 -2.5 -20.8 -21.5
N e t  IM F  p o s itio n 8.5 8.6 8.8 10.6 15.4 1.0 2.0 23.4
R e v a lu a tio n  o f  in te rn a tio n a l
rese rv es -12.1 - 1.5 -100.0
R e se rv e s  in  re sp ec t o f
o u ts ta n d in g  accoun ts -2.0 -1.3 -29.3 45.1
In te rn a tio n a l  liab ilities'7 -9.4 -24.4 -18.0 -15.1 60.4 159.2 -16.0 -38.1
N e t  d o m e s tic  asse ts 22.9 49 .6 76.4 78.1 e 116.5 66.1 57.4
E x c h a n g e  a d ju s tm e n t 4.3 13.9 34.5 41.7* 168.0 218.8 131.5 200.6*
N e t  d o m e s tic  c red it 52.3 74.3 87.0 85.8 116.9 42.2 19.0 15.4
N o n -fin a n c ia l p u b lic  secto r 28.1 37.2 44.0 54.1 326.7 32.2 19.7 45.4
C e n tra l g o v e rn m e n t 15.9 20.4 23 .9 24.3 e 28.7 19.9 18.7
C red it 21 .4 29.5 35.7 33.4 507.2 37.9 20.4 13.2
D e p o s its -5 5 -9.0 -11.9 -9.1 -12.2 64.6 21.5 0.8
A u to n o m o u s  in s t i tu tio n s  and
S ta te  e n te rp ris e s 12 3 16.8 20.1 29.8 31.6 40 .8 19.6 78.0
B a n k in g  sec to r 24.1 37.1 43.1 31.7 37.9 53.9 18.3 -14.7
B anco  N a c io n a l de  F o m e n to 10.9 12.9 17.2 11.5 8.7 18.3 33.3 -11.1
P riv a te  co m m erc ia l banks 13.2 24.2 25.9 20.2 77.4 83.4 10.0 -16.6
O th e r  n e t d o m es tic  asse ts -33.7 -38.6 -45.1 -49.3 6.0 14.4 7.4 27 .9
U ses
C urrency  in  c ircu la tio n 41.8 53.7 56.2 69.6 15.8 28.3 15.0 29.5
O u ts id e  ban k s 38.5 48.6 51.3 62.6 16.0 26.3 14.1 28 .8
B a n k s rese rv es ' 65.0 76.6 80.7 79.7 43.2 17.9 16.8 4.0
L iq u id i ty
M oney  (M ,) 76.1 98.6 110.5 126.3 26.4 29 .6 15.9 28 .0
Q u as i-m o n ey 113.9 125.0 141.0 13.0 9.8 12.8
N a tio n a l  cu rren cy ' 101.6 112.7 132.5 20.7 10.9 17.6
F o re ig n  currency 12.2 12.3 8.5 -26.1 0.5 -30.8
M oney  (M 2) 189.9 223 .6 267.3 18.0 17.7 19.5
Source: Based on data provided by the Cenrral Bank of Paraguay.
"At the exchange rate of 320 guaraníes to the dollar. Variation compared with the preliminary figures for 1984 which were used in
preparing the 1985 monetary programme. 'Calculated at the exchange rate of 160 guaraníes to the dollar since 1982. Calculated at
the exchange rate of 126 guaraníes to the dollar up to July 1985 and subsequently at 160. 'Went from a negative to a positive 
figure. 'Represents the difference between the rate of exchange paid by the Central Bank to purchase foreign currency and the rate of
exchange at which it sells to the public sector to service its external debt, in accordance with the Central Bank's monetary programme.
^Estimates. includes the Livestock Fund. 'Excluding currency inbanks. *'As defined by the Central Bank of Paraguay.
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Table 35
P A R A G U A Y : C E IL IN G S  O N  T H E E X P A N S IO N  O F  N E T  C E N T R A L
B A N K  D O M E S T IC  C R E D I T ” , 1985
(Balances at the end of each period)
C e ilin g s A c tu a l
M a rch June 1 M arch June
te m b e r cem ber J te m b e r cem ber
E n d -o f -m o n th  b a lan ces in  b i l l io n s  o f  g u a ra n íe s
N e t  d o m es tic  cred it 87.0 90.3 82.7 71.6 85.7
N o n -fin a n c ia l p ub lic
secto r (n e t) 34.0 37.1 37.9 43 .4 41 .6 43.0 48.7 54.1
C e n tra l g o v e rn m e n t 18.4 20.4 20.7 23.9 23.0 24.0 24 .8 24.3
C red it 28.5 41.5 33.6 35.7 30.6 33.0 33.7 33.4
D e p o s its -10.1 -11.2 -12.9 -11.9 -7.7 -9.0 -8 .9 -9.1
A u to n o m o u s  in s titu tio n s
and S ta te  e n te rp ris e s 15.5 16.7 17.3 20.1 18.7 20.0 23 .9 29.8
B a n k in g  sector 43.1 48.7 38.7 22.9 31.7
B anco N ac io n a l de  F o m e n to 17.2 14.6 13.2 3.3 11.5
P riv a te  co m m erc ia l banks 25.9 34.1 25.5 19.6 20.2
G r o w th  ra te s
N e t  d o m es tic  c red it 19.0C 44.2 27.7 7.7 15.4
N o n -fin a n c ia l p ub lic
sector (n e t) 32.4 34.9 52.9 19.7C 32.4 34.9 52.7 45.4
C e n tra l g o v e rn m e n t -1.7 10.2 19.6 19.8C 23.0 29.5 43 .6 18.7
C red it 20.4 20.4 20.4 20.4C 29.4 25.8 20.9 13.2
D e p o s its 102.9 45.0 21.5 21.5C 53.4 17.0 -16.0 0.8
A u to n o m o u s  in s titu tio n s
and  S ta te  e n te rp ris e s 21.7 19.0 18.0 19.6C 46.2 42.1 63.4 78.0
B a n k in g  sector 18.3C 56.0 20.4 -33.7 -14.7
B anco N a c io n a l de F o m e n to 33.3C 8.0 49.0 -55.6 -11.1
P riv a te  co m m erc ia l banks 7.4C 92.5 9.5 -27.7 -16.6
Source: ECLAC, on the basis of data provided by the Central Bank of Paraguay.
"At the exchange rate of 320 guaraníes to the dollar. In twelve months. Variation compared with the preliminary figures for 1984
which were used in preparing the 1985 monetary programme.
B o th  th e  c u r r e n t  in c o m e  a n d  e x p e n d i tu r e  o f  th e  n o n - f in a n c ia l  p u b lic  s e c to r  r o s e  m o re  th a n  
p l a n n e d ,  m a in ly  o n  a c c o u n t  o f  th e  u n d e r e s t i m a t i o n  o f  in f la t io n .  T h e  w h o le  o f  th e  a d d i t io n a l  
e x p a n s io n  o f  c u r r e n t  in c o m e  w a s  d u e  to  th e  g r o w th  o f  c e n t r a l  g o v e r n m e n t  ta x  r e v e n u e .  A l to g e th e r ,  
th e  c e n t r a l  g o v e r n m e n t 's  c u r r e n t  in c o m e  r o s e  b y  m o r e  th a n  2 9 % ,  i.e ., b y  3 -3 %  in  re a l te r m s .  A s  a 
p e r c e n ta g e  o f  th e  g r o s s  d o m e s t ic  p r o d u c t ,  h o w e v e r ,  it  fe ll o n c e  a g a in ,  th is  t im e  to  b a re ly  7 .9 % . 
C u r r e n t  e x p e n d i tu r e ,  fo r  i ts  p a r t ,  in c r e a s e d  s l ig h t ly  le s s  t h a n  in f la t io n ,  a l th o u g h  i t  n e v e r th e l e s s  ro se  
tw ic e  a s  fa s t a s  p la n n e d  ( s e e  ta b le  3 3 ).
B o th  c e n t r a l  g o v e r n m e n t  s a v in g  a n d  c a p i ta l  e x p e n d i tu r e  a lm o s t  d o u b le d . T h e  g lo b a l  c a p ita l  
e x p e n d i tu r e  d e f ic i t  a ls o  in c r e a s e d  by  a p p r o x im a te ly  1 0 0 % , th u s  e x c e e d in g  th e  b u d g e te d  t a r g e t  b y  1.7 
b il l io n  g u a r a n íe s  a n d  r e p r e s e n t i n g ,  o n c e  th e  a c c o u n ts  h a d  b e e n  c o n s o l id a te d ,  o n e - th i r d  o f  th e  g lo b a l 
( u n a d ju s te d )  n o n - f in a n c ia l  p u b l ic - s e c to r  d efic it.
T h e  c u r r e n t  in c o m e  o f  S ta te  e n t e r p r i s e s  la g g e d  b e h in d  in f la t io n ,  w h i le  t h e i r  c u r r e n t  e x p e n d i ­
tu r e  ro se  m o re  t h a n  p la n n e d .  C o n s e q u e n t ly ,  th e i r  ( u n a d ju s te d )  s a v in g s  w e re  c o n s id e ra b ly  b e lo w  th e  
ta r g e t .  T h is  fac t, t o g e th e r  w ith  h ig h e r  c a p i ta l  e x p e n d i tu r e  t h a n  p la n n e d  ( a l th o u g h  th is  w a s  n o n e t h e ­
le s s  o n ly  6 0 %  o f  th e  p r e v io u s  y e a r 's  le v e l ) ,  led  to  a  g lo b a l  ( u n a d ju s te d )  d e f ic i t  o f  s o m e  2 2 .5  b i l l io n
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g u a r a n ie s ,  a c c o rd in g  to  p r e l im in a r y  f ig u re s ,  i.e ., s o m e  9 b i l l io n  g u a r a n ie s  m o re  th a n  t a r g e te d  a n d  2 9 %  
le s s  t h a n  in  198 4 . A f te r  c o n s o l id a t io n ,  th i s  d e f ic i t  a c c o u n te d  fo r m o re  t h a n  5 5 %  o f  th e  g lo b a l 
u n a d ju s te d  n o n - f in a n c ia l  p u b l ic - s e c to r  d e fic it. T h e  r e m a in d e r  o f  th i s  d e f ic i t  w a s  a c c o u n te d  fo r  b y  th e  
o p e r a t i o n s  o f  d e c e n t r a l i z e d  b o d ie s  ( e x c lu d in g  th e  S o c ia l S e c u r i ty  I n s t i t u t e )  ( se e  ta b le  3 0 ) .
b ) Monetary policy
T h e  f in a l t a r g e t s  o f  th e  m o n e ta r y  p r o g r a m m e  p r e p a r e d  b y  th e  C e n tr a l  B a n k  fo r  1985 in v o lv e d  
b r in g in g  d o w n  th e  r a te  o f  lo ss  o f  its  n e t  h o ld in g s  o f  e x te r n a l  a s s e ts  f ro m  3 %  to  2 .4 %  o f  th e  g ro s s  
d o m e s t ic  p r o d u c t ,  in c r e a s in g  th e  r a te  o f  g r o w th  o f  e c o n o m ic  a c tiv i ty  f ro m  3 %  to  4 .5 % - 5 .5 % ,  a n d  
a v e r t in g  a n  a c c e le r a t io n  o f  in f la t io n .  In  o r d e r  to  m e e t  th e s e  t a r g e t s  it  w a s  n e c e s s a ry  to  c a r ry  o u t  a 
c o n s id e r a b le  e x c h a n g e  a d ju s tm e n t ,  t o g e th e r  w i th  a  s h a rp  s lo w d o w n  in  th e  c r e a t io n  o f  d o m e s tic  a s s e ts  
b y  th e  m o n e ta r y  a u th o r i t i e s .  T h e  C e n tr a l  B a n k  th e r e f o r e  p u t  fo rw a rd  th r e e  a l t e r n a t iv e s  fo r  im p r o v ­
in g  th e  r a te  o f  e x c h a n g e  a p p l ic a b le  to  e x p o r t s :  th e  f i r s t  w a s  o f  3 0 0  g u a r a n ie s  to  th e  d o l la r ,  s ig n ify in g  a 
2 5 %  in c r e a s e ;  th e  s e c o n d  w a s  o f  3 2 0 , in v o lv in g  a  3 3 %  in c r e a s e ,  a n d  th e  th i rd  w a s  o f  3 5 0 , i.e ., a 4 6 %  
r is e . E a c h  a l t e r n a t i v e  a s s u m e d  a  d i f fe r e n t  o p e r a t i o n a l  m o n e ta r y  t a r g e t ,  s in c e  n o  p r o v i s io n  w a s  m a d e  
fo r  a n  a d ju s tm e n t  o f  th e  r a te s  o f  e x c h a n g e  in  fo rc e  fo r  im p o r t s  a n d  fo r  th e  s e rv ic in g  o f  th e  S ta te 's  
e x t e r n a l  d e b t . I t  w a s  a s s u m e d  t h a t  th e  f ir s t  o f  th e s e  o p t io n s  w o u ld  s ig n ify  an  e x p a n s io n  o f  a lm o s t  
61 %  in  th e  C e n t r a l  B a n k 's  s to c k s  o f  n e t  d o m e s t ic  a s s e ts ;  th e  s e c o n d , a n  e x p a n s io n  o f  6 6 % ,  a n d  th e  
t h i r d  a  g r o w th  o f  s l ig h t ly  le s s  t h a n  75  % .18 In  19 8 4  th i s  v a r ia b le  h a d  e x p a n d e d  b y  1 1 6 .5 % . F in a lly , th e  
s e c o n d  a l t e r n a t iv e  w a s  c h o s e n  a n d  th e  n e w  r a te  o f  e x c h a n g e  c a m e  in to  fo rc e  in  F e b r u a ry ,  a t  th e  
b e g in n in g  o f  th e  h a r v e s t .
W i th  th e  p u r p o s e  o f  c h e c k in g  p a r t  o f  th e  m o n e ta r y  im p a c t  o f  th e  a s y m m e tr ic a l  a d ju s tm e n t  o n  
th e  e x c h a n g e  s y s te m  a n d  o f  c o n s id e ra b ly  s lo w in g  d o w n  th e  r a te  o f  is s u e , th e  m o n e ta r y  p r o g r a m m e  
p r o v id e d  fo r  a  c o n s id e r a b le  s lo w d o w n  in  th e  in c r e a s e  o f  C e n tr a l  B a n k  c r e d i t  to  th e  c o m m e r c ia l  b a n k s ,  
a s  w e l l  a s  a  s h a r p  c u tb a c k  in  th e  d ir e c t  c r e a t io n  o f  m e a n s  o f  p a y m e n t  to  f in a n c e  th e  o p e r a t i o n s  o f  th e  
n o n - f in a n c ia l  p u b l ic  s e c to r .  T h u s ,  i t  w a s  p r o p o s e d  to  b r in g  d o w n  th e  r a te  o f  e x p a n s io n  o f  lo a n s  to
T ab le  36
P A R A G U A Y : M O N E T A R Y  C O E F F IC IE N T S
(At the close of each period)
C urren cy  o u ts id e  b a n k s /
1981 1982 1983 1984
1985
P ro g ra m m e A ctual
d e m a n d  d ep o s its  
C urren cy  o u ts id e  b a n k s /
0.99 1.23 1.02 0.97 0.98
to ta l d e p o s its  
B ank  re se rv e s /
0.25 0.21 0.25 0.28 0.31
d e m an d  d e p o s its  
B ank  re se rv e s /
1.73 1.79 1.82 1.63 1.36
to ta l d ep o s its  
M o n e ta ry  m u ltip lie rs
0.44 0.39 0.45 0.47 0.42
M ,/M o n e ta ry  base 0.73 0.74 0.72 0.76 0.81 0.85
M 2/M o n e ta ry  base 
V elocity  o f  c ircu la tio n
1.80 1.97 1.78 1.88 1.79
G D P /M , 11.31 12.24 10.76 10.85 12.11 11.04
G D P /M 2 4 .59  4.57
Source: On the basis of data provided by the Central Bank of Paraguay.
4.22 4.78 5.21









N om inal rates' a Real rates
1983 1984 1 985 1983 1984 1985




M inimum portfolio 8 8 8 8 8 -5.3 -9.3 -16.8 -11.4 -12.3
Special developm ent fund 
To the public sector
5 13 5 13 5 13 5 5 -8.0 -1.0 -11.8 -5.1 -191 -12.9 -13.9 -14.7
Central governm ent 5 5 5 5 5 -8.0 -11.8 -19.1 -13.9 -14.7
Banco Nacional de F om en to ' 6 6 6 6 6 -7.1 -11.0 -18.3 -13.0 -13.9
O ther public bodies 
Banco Nacional de Fom ento
8 8 8 8 8 -5.3 -9.3 -16.8 -11.4 -12.3
Agriculture 15.6 18 15.6 18 15.6 18 15.6 18 15.6 18 1.3 3.4 -2.9 -0.9 -10.9 -9.1 -5.2 -3.2 -6.1 -4.1
Commerce 
Commercial banks
20.2 24 20.2 24 20.2 24 20.2 24 20.2 24 5.3 8.7 0.9 4.1 -7.4 -4.5 -1.4 1.7 -2.4 0.7
M inimum portfolio 13.5 14.5 13.5 14.5 13.5 14.5 13.5 14.5 17 -0.5 0.4 -4.7 -3.9 -12.6 -11.8 -6.9 -6.1 -7.8
Special developm ent fund 14.5 19.5 14.5 19.5 14.5 :19.5 14.5 19.5 14.5 :19.5 0.4 4.7 -3.9 0.3 -11.8 -7.9 -6.1 -2.0 -7.0 -2.9
Commercial portfolio 
Saving and loan
18 30 24 24 24 24 3.4 13.9 4.1 -4.5 0.7 0.7
associations 12 18 12 18 12 18 12 18 12 18 3.4 -0.9 -9.1 -8.1 -3.2 -90 -4.1
Financial 33 33 33 33 33 16.6 1.7 2.5 9.1 8.0
On deposits
Commercial banks
Saving (demand deposits) 6 11 6 11 6 11 6 11 6 11 -7.1 -2.7 -11.0 -6.8 -18.3 -14.5 -13.0 -8.9 -13.9 -9.8
Fixed-term  deposits 
Saving and loan 
associations
13 15 13 15 13 15 13 15 13 15 -1.0 0.8 -5.1 -3.4 -12.9 -11.4 -7.3 -5.7 -8.2 -6.6
Dem and deposits 11 11 11 11 11 -2.7 -6.8 -11.4 -8.9 -9.8
Fixed term  deposits 13 15 13 15 13 15 11 15 11 15 -1.0 0.8 -5.1 -3.4 -12.9 -11.4 -8.9 -5.9 -9.8 -6.6
Financial 13 25 13 25 13 25 13 25 13 25 -1.0 9-6 -5.1 5.0 -12.9 -3.7 -7.3 2.5 -8.2 1.5
Source: Central Bank of Paraguay and the International Monetary Fund.
"Includes "commissions" and "premiums", as applicable. Does nor i delude any other charge or payment. From the second half of 1983 the Central Bank has fixed all rates of interest, commissions and premiums of 






p r iv a t e  b a n k s  f ro m  8 3 %  in  1984  to  1 0 %  in  1 9 8 5 , w h i le  a  c e il in g  o f  2 0 %  w a s  se t o n  th e  in c r e a s e  in  th e  
d i r e c t  a l lo c a t io n  o f  n o n - f in a n c ia l  c r e d i t  to  th e  S ta te .  T a k in g  in to  a c c o u n t  th e  e x c h a n g e  s u b s id ie s ,  
h o w e v e r ,  th e  n e t  d o m e s t ic  c r e d i t  o b ta in e d  a s  a  r e s u l t  o f  th e  b u d g e ta ry  o p e r a t i o n s  o f  th e  c e n tr a l  
g o v e r n m e n t ,  th e  n o n - f in a n c ia l  S ta te  e n t e r p r i s e s  a n d  th e  a u to n o m o u s  a g e n c ie s  w o u ld  s ig n ify  a  5 4 %  
in c r e a s e  o v e r  th e  e n d - 1 9 8 4  b a la n c e :  i.e ., b a re ly  le ss  th a n  th a t  o f  th e  p r e v io u s  y e a r  ( 5 7 % ) .  F u r t h e r ­
m o r e ,  th e  B a n c o  N a c io n a l  d e  F o m e n to  w a s  to  in c r e a s e  its  u se  o f  C e n tr a l  B a n k  c r e d i t  b y  33  % , w h e r e a s  
in  19 8 4  th i s  f ig u re  h a d  b e e n  1 8 %  (se e  ta b le s  3 4  a n d  3 5 ) .
I t  w a s  e n v is a g e d  th a t  th e  g r o w th  o f  p r iv a t e  s a v in g  in  d o m e s t ic  f in a n c ia l  a s s e ts  w o u ld  n o t  a b s o rb  
th e  w h o le  o f  t h e  e x p a n s io n  o f  th e  b a n k in g  s y s te m 's  d o m e s t ic  a s s e ts . A s  a  r e s u l t  o f  th e  f u r th e r  lo ss  in  
r e s p e c t  o f  n e t  e x t e r n a l  a s s e ts ,  th e  m o n e ta r y  b a se  w o u ld  g ro w  b y  1 6 % , w h ic h  w o u ld  b e  o n ly  a  f ra c tio n  
o f  th e  a m o u n t  b y  w h ic h  th e  C e n tr a l  B a n k 's  n e t  d o m e s t ic  a s s e ts  e x p a n d e d ,  a n d  w o u ld  a ls o  b e  le ss  th a n  
in  th e  p r e v io u s  y e a r  ( 2 2 % ) .  S in c e  th e  m o n e ta r y  m u l t i p l i e r  w a s  e x p e c te d  to  r e m a in  v i r tu a l ly  s ta b le ,  
th e  m e a n s  o f  p a y m e n t  ( M t) w o u ld  in c r e a s e  b y  a  s im i la r  a m o u n t .  I n  v ie w  o f  th e  in f la t io n  fo re c a s t  an d  
th e  e c o n o m ic  g r o w th  t a r g e t ,  th e  t a r g e t  se t  fo r  Mi w o u ld  s ig n ify  a  re a l s h r in k a g e  in  th e  m o n e y  s to c k  
a n d  a  c o n s id e r a b le  in c r e a s e  in  its  v e lo c ity  o f  c i r c u la t io n  ( s e e  ta b le  3 6 ) .
A t  t h e  e n d  o f  1985 th e  C e n tr a l  B a n k 's  s to c k  o f  n e t  d o m e s t ic  a s s e ts  w a s  b a re ly  2 %  h ig h e r  th a n  
th e  t a r g e t ,  in  s p i t e  o f  t h e  fa r  g r e a t e r  in c r e a s e  t h a n  p l a n n e d  in  e x c h a n g e  su b s id ie s  a n d  in  th e  d ir e c t  
a l lo c a t io n  o f  c r e d i t  to  n o n - f in a n c ia l  S ta te  e n t e r p r i s e s  a n d  a u to n o m o u s  e n t i t i e s  ( se e  ta b le  3 4 ).
O n  a c c o u n t  o f  th e  m o r e  i n te n s iv e  u se  o f  c r e d i t  m a d e  by  th e  n o n - f in a n c ia l  p u b l ic  s e c to r ,  m o s t  o f  
th e  b u r d e n  o f  t h e  a d ju s tm e n t  fell o n  th e  c o m m e r c ia l  b a n k s ,  p a r t i c u la r ly  a f fe c tin g  th e  a l lo c a t io n  o f  
c r e d i t  to  th e  p r i v a t e  s e c to r .  I n d e e d ,  th e  c o m m e r c ia l  b a n k s  w e r e  o b lig e d  to  re d u c e  th e i r  in d e b te d n e s s  
w i th  th e  C e n t r a l  B a n k  b y  a lm o s t  1 7 %  b e tw e e n  th e  e n d  o f  1984  a n d  th e  e n d  o f  1 9 8 5 , b y  s u s p e n d in g  
t h e i r  d is c o u n t  o p e r a t i o n s  a f te r  M a y , i.e ., o n c e  t h e  h a r v e s t  h a d  b e e n  b r o u g h t  in . T h e  B a n c o  N a c io n a l  d e  
F o m e n to  a lso  h a d  to  r e d u c e  its  c o m m i tm e n t s  w i th  th e  C e n tr a l  B a n k . In  c o n t r a s t ,  h o w e v e r ,  d i r e c t  
c r e d i t  to  th e  n o n - f in a n c ia l  p u b l ic  s e c to r ,  e x c lu d in g  th e  c e n t r a l  g o v e r n m e n t ,  in c r e a s e d  b y  7 8 % ,  a n d  th e  
s u b s id ie s  r e c e iv e d  by  th e  S ta te  fo r  i ts  e x te r n a l  d e b t  s e rv ic in g  t r e b le d .  T o ta l  c r e a t io n  o f  c r e d i t ,  b o th  
d i r e c t  a n d  in d i r e c t  ( e x c h a n g e  s u b s id ie s ) ,  in te n d e d  to  f in a n c e  th e  o p e r a t i o n s  o f  th e  p u b l ic  s e c to r  th u s  
e x p a n d e d  b y  a lm o s t  8 8 %  in  1 9 8 5 , a l t h o u g h  th e  c e n t r a l  g o v e r n m e n t  in c r e a s e d  its  n e t  u se  o f  d ir e c t  
c r e d i t  b y  a  s m a l le r  a m o u n t  t h a n  h a d  b e e n  p la n n e d .
A s  th e  r e d u c t io n  in  th e  s to c k  o f  n e t  e x te r n a l  a s s e ts  w a s  s m a lle r  th a n  p l a n n e d ,  th e  m o n e ta r y  b a se  
w a s  m o re  t h a n  9 %  h ig h e r  t h a n  p r o g r a m m e d ;  h o w e v e r ,  i ts  g r o w th  r a te  w as  s o m e w h a t  le ss  t h a n  
t a r g e te d .  T h e  g a p  b e tw e e n  th e s e  tw o  a m o u n ts  r e p r e s e n te d  th e  a b o v e - m e n t io n e d  u n d e r e s t im a t io n  o f  
th e  s iz e  o f  th e  s to c k  o f  d o m e s t ic  a s s e ts  a t  th e  c lo se  o f  1984.
T ab le  38
P A R A G U A Y : I N D IC A T O R S  O F  T H E  P O R T F O L I O  O F  T H E  C O M M E R C IA L  B A N K S ”
E nd -o f-y ear ba lan ces , in 
b illions o f  g u a ran íe s
G ro w th  ra tes
1981 1982 1983 1984 1985 1 9 8 1  1 9 8 2  1 9 8 3  1 9 8 4  1 9 8 5
T ota l p o rtfo lio  
P o rtfo lio  o f  o v e rd u e  deb ts  
C ap ita l and rese rv es  
C o n tin g en cy  funds
111.5 120.3 130.0 155.5 123-7 8 .9  7 .9  8 .1  1 9 .6  - 2 0 .5
11.0 18.0 26 .2  26 .4  16.0 74 .6  63 .6  4 5 . 6  0 .8  - 3 9 .4
28 .0  36.1 38.7 36.4 30.3 28 .4  2 8 .9  7 .2  - 5 .9  - 1 6 .8
2.5 3.2 4 .4  5.7 2 .8  4 7 . 1  2 8 . 0  3 7 .5  2 9 - 6  - 5 0 .9
P e rc e n ta g e s
O v e rd u e  d e b ts / to ta l  p o rtfo lio  9 .9  15.0 20.1 16.9 12.9
O v e rd u e  d e b ts /c a p ita l  and  rese rv es  39.4 50.0 67 .6  72 .4  52.8
C ap ita l and  re se rv e s /to ta l  p o rtfo lio  25.1 30.0 29 .8  23 .4  24.5
C o n tin g en cy  fu n d * /o v e rd u e  deb ts  23 .2  17.6 16.8 21 .4  12.0
Source: Superintendent of Banks.
"Includes the Banco Nacional de Fomento. Includes the additional contingency funds required by the Superintendent of Banks.
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P A R A G U A Y : D E S T I N A T I O N  O F  C R E D IT  G R A N T E D  T O  T H E  P R IV A T E  
S E C T O R  B Y  K I N D  O F  E C O N O M IC  A C T I V IT Y
Table 39
E n d -o f-y ear balances in  m illio n s  o f  g u a ran ie s  G ro w th  ra tes
1985 1985
1983 1984 P ro ­
g ram m ed
A ctual 1983 1984
P ro ­
gram m ed"
A c tu a l
C o m m e rc ia l  b a n k s
T o ta l 92 541 109 237 115 425 117 533 2.4 18.0 6.4 7.6
A g ric u ltu re 10 073 13 316 12 963 18 786 28.0 32.2 7.0 41.1
C ro p  fa rm in g 4  677 6 412 7 089 11 968 35.7 37.1 8.4 86.7
Stock ra is in g 5 396 6 904 5 874 6 818 22.1 27.9 5.2 -1.2
In d u stry 29  311 34 228 42  421 34 823 17.4 16.8 12.2 1.7
M a n u fa c tu rin g 28  202 34 184 42  421 34 765 18.7 21.2 13.2 1.7
C o n s tru c tio n 1 109 44 - 58 -7.3 -96.0 -100.0 31.8
C o m m erce  (d o m estic ) 33 471 41 980 37 427 43 913 -14.9 25.4 1.3 4.6
E x p o rts 15 082 15 205 19 140 15 093 22 .9 0.8 5.5 -0.7
O th e rs 4  604 4  509 3 474 4  917 -22.5 -2.1 -0.1 9.0
T o ta l 33 484
B a n c o  N a c io n a l  d e  F o m e n to
4 1 7 3 7  42  587 4 6  359 9.9 24 .6 14.4 11.1
A g ric u ltu re 24  069 32 382 30 595 35 661 15.4 34.5 12.3 10.1
C ro p  farm ing 22 619 31 031 29  119 34 347 16.6 37.2 12.0 10.7
Stock ra is in g 1 450 1 351 1 4 7 6 1 314 -1.5 -6.8 20.1 -2.7
In d u stry 7 129 6 873 9 276 7 962 2.4 -3.6 21.5 15.8
M a n u fac tu rin g 7 129 6 873 9 276 7 962 2.4 -3.6 21.5 15.8
C o n s tru c tio n - - - - - - - -
C o m m erce  (d o m estic ) 1 773 1 758 1 743 2  094 -18.0 -0.8 20.1 19.1
E x p o rts 171 323 523 330 21.3 88.9 20.2 2.2
O th e rs 342 401 450 312 -3.2 -22.2
T o ta l* 139 265 163 849
T o ta l 
158 0 1 2 ' 178 729 4.4 17.6 10.3 9.1
A g ricu ltu re* 4 7  376 58 567 43  5 5 8 ' 69 284 14.7 41 .9 10.7 18.4
C ro p  fa rm in g 2 7  426 37 567 36 2 0 8 ' 4 6  315 19.4 37.0 11.3 23.4
Stock ra is in g 19 950 21 000 7 350 22 969 9.0 5.3 7.9 9.4
In d u stry 36 440 41 101 51 697 42  785 14.1 12.8 13.7 4.1
M a n u fac tu rin g 35 331 41 057 51 697 42  727 15.8 19.7 14.6 4.1
C o n s tru c tio n 1 123 58 58 -7.3 -94.8 -100 .0 -
C o m m erce  (d o m estic ) 35 266 43  758 39 170 4 6  007 -15.0 24.5 2.0 5.0
E x p o rts 15 253 15 528 19 663 15 423 22.8 1.8 5.8 -0.6
O th e rs 4  930 4  895 3 924 5 229 -21.4 -0.7 -0.4 6.8
Source: On the basis of data provided by th<; Central Bank of Paraguay
"Variation compared with the preliminary figures for 1984 which were used in preparing the 1985 monetary progiramme. 'includes the
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T h e  e x p a n s i o n  o f  t h e  m e a n s  o f  p a y m e n t  ( M ( ) ,  f o r  i ts  p a r t ,  w a s  o v e r  1 4 %  g r e a t e r  t h a n  ta r g e te d .  
T h e  r a t e  o f  e x p a n s io n  w a s  d o u b le  t h a t  p l a n n e d  a n d  w a s  s im i la r  to  t h a t  r e c o r d e d  t h e  p r e v io u s  y e a r . 
T h e  u n e x p e c t e d  r i s e  in  t h e  m o n e ta r y  m u l t i p l i e r  r e f le c te d  a  c o n s id e r a b le  d r o p  in  t h e  r a t i o  o f  r e s e r v e s  
to  d e m a n d  d e p o s i t s  in  t h e  c o m m e r c ia l  b a n k s  ( s e e  ta b le  3 6 ).
N o t w i t h s t a n d i n g  t h e  c o n s id e r a b le  e x p a n s io n  o f  M „  d e m a n d  fo r  r e a l  m o n e ta r y  b a la n c e s  a g a in  
fe ll. I f  a  b r o a d e r  c o n c e p t  o f  m o n e y  ( M 2) is  a d o p te d ,  t h e  in c r e a s e  in  t h e  v e lo c i ty  o f  c i r c u la t io n  w a s  in  
fa c t  e x t r e m e ly  p r o n o u n c e d ,  r i s i n g  f ro m  4 .7 8 %  to  5 .21  % . T h e  f u r t h e r  s h r in k a g e  in  r e a l  p r i v a t e  s e c to r  
s a v in g  in  d o m e s t i c  f in a n c ia l  a s s e ts  w a s  d u e  to  t h e  C e n tr a l  B a n k 's  p o lic y  o f  k e e p in g  n o m in a l  i n t e r e s t  
r a te s  w e l l  b e lo w  in f la t io n  a n d , f o r  a  c o n s id e r a b le  p a r t  o f  t h e  y e a r ,  to  t h e  e x p e c t a t i o n s  o f  r i s e s  in  t h e  
e x c h a n g e  r a t e s  ( s e e  t a b le  3 7 ) . N e v e r t h e l e s s ,  t h e  b a n k in g  s y s te m 's  l i a b i l i t ie s  w i th  t h e  p r i v a t e  s e c to r  
s h r a n k  c o n s id e ra b ly  le s s  t h a n  m i g h t  h a v e  b e e n  e x p e c te d  in  v ie w  o f  t h e  r a t e  o f  e x p a n s io n  o f  c r e d i t  to  
t h e  n o n - f in a n c ia l  p u b l ic  s e c to r .
T h e  f r e e z in g  o f  d i s c o u n t  o p e r a t i o n s  r a is e d  th e  r a t e  o f  i n t e r e s t  p a id  b y  c o m m e r c ia l  b a n k s  to  
2 4 % .  T h is  f a c t, Ato g e th e r  w i th  t h e  m a in t e n a n c e  o f  t h e  s a m e  s t r u c tu r e  o f  r a t e s  o n  lo a n s  b y  th e  
c o m m e r c ia l  b a n k s  — w h o s e  h i g h e s t  r a t e  w a s  2 4 % —  a n d  th e  in a b i l i ty  o f  t h e  b a n k s  to  o b l ig e  t h e i r  
c l i e n t s  to  p a y  o f f  t h e i r  c r e d i t s  a t  t h e  s a m e  r a t e  a s  t h e  m a tu r i t y  o f  t h e  b a n k s ' c o m m i t m e n t s  w i th  t h e  
C e n t r a l  B a n k , b r o u g h t  a b o u t  a  p r o n o u n c e d  d e t e r i o r a t i o n  in  t h e  b a n k in g  s y s te m 's  p r o f i ta b i l i ty .  
H o w e v e r ,  in  t h e  f in a l  m o n t h s  o f  t h e  y e a r  d i s c o u n t in g  o p e r a t i o n s  w e r e  r e n e w e d  in  o r d e r  to  p r o v id e  
su f f ic ie n t  f in a n c in g  f o r  s o w in g ,  a n d  t h e  r a t e  o f  i n t e r e s t  w h ic h  b a n k s  w e r e  a u th o r iz e d  to  c h a r g e  u n d e r  
t h e  M in im u m  P o r t f o l io  S y s te m  w a s  in c r e a s e d  to  1 7 %  ( se e  ta b le  3 7 ) . M o r e o v e r ,  t h e  im p r o v e m e n t  
w h ic h  to o k  p la c e  in  e c o n o m ic  a c tiv ity  o n  a c c o u n t  o f  t h e  p le n t i f u l  c o t to n  a n d  so y a  h a r v e s t s  s t r e n g ­
th e n e d  t h e  b a n k s ' p o r t f o l i o  ( s e e  t a b le  3 8 ).
F o r  t h e  s e c o n d  y e a r  r u n n i n g ,  t h e  a l lo c a t io n  o f  c r e d i t  to  t h e  p r i v a t e  s e c to r  in c r e a s e d  b y  9 %  
b e tw e e n  th e  e n d  o f  198 4  a n d  th e  e n d  o f  198 5 : a  s im i la r  p r o p o r t i o n  to  t h a t  p l a n n e d ,  b u t  c o n s id e ra b ly  
b e lo w  b o th  in f la t io n  a n d  th i s  s e c to r 's  d e m a n d  f o r  c r e d i t  ( s e e  t a b le  3 9 ) . A t  t h e  s a m e  t im e ,  t h e  s u p p ly  o f  
c r e d i t  to  t h e  p r i v a t e  s e c to r  r e m a in e d  u n u s u a l ly  s ta b le  t h r o u g h o u t  t h e  y e a r  o n  a c c o u n t  o f  t h e  e f fo r ts  
m a d e  b y  t h e  C e n t r a l  B a n k  to  o f fs e t  t h e  n e g a t iv e  im p a c t  o f  t h e  e x c h a n g e  p o lic y  a n d  a s  a  r e s u l t  o f  t h e  
r a p id  e x p a n s io n  o f  d e m a n d  f o r  d o m e s t ic  c r e d i t  b y  t h e  p u b l ic  s e c to r .
T h e  t e n d e n c y  to  p u r s u e  a n  e x c e s s iv e ly  e x p a n s io n a r y  m o n e ta r y  p o l ic y  b e c a m e  e x t r e m e ly  
p r o n o u n c e d  d u r in g  t h e  f i r s t  h a l f  o f  t h e  y e a r  a n d  w a s  fo l lo w e d  b y  a n  e x c e s s iv e ly  r e s t r i c t i v e  p o lic y  in  
s u b s e q u e n t  m o n t h s .  O n  a c c o u n t  o f  t h i s  t h e  s y s te m  o f  r e l a t i v e  p r ic e s  a lso  b e c a m e  m o r e  v u ln e r a b le ,  
i n f la t io n  t e n d e d  to  b e c o m e  i n s t i t u t i o n a l i z e d  a n d  th e  o v e r a l l  e f f ic ie n c y  o f  t h e  e c o n o m y  w a s  
u n d e r m in e d .
542
PERU
1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
T w o  c e n t r a l  f e a tu r e s  m a r k e d  th e  e v o lu t io n  o f  t h e  P e r u v ia n  e c o n o m y  d u r in g  198 5 . T h e s e  a re  o n  th e  
o n e  h a n d ,  t h e  p e r s i s t e n c e  o f  th e  s e r io u s  c r is is  i n to  w h ic h  th e  c o u n try  h a s  b e e n  p lu n g e d  s in c e  1 9 8 2 ; o n  
t h e  o t h e r  t h e  a p p o i n t m e n t  o f  a  n e w  d e m o c r a t i c  g o v e r n m e n t  w i t h  a  m a rk e d ly  d i f fe r e n t  a p p r o a c h  
to w a r d s  e c o n o m ic  a n d  f in a n c ia l  d is e q u i l ib r ia  f ro m  t h a t  o f  i ts  p r e d e c e s s o r .  T h is  w a s  c le a r ly  r e f le c te d  in  
t h e  a l t e r a t i o n  o f  t h e  t r a je c to ry  o f  c e r t a in  k ey  e c o n o m ic  v a r ia b le s ,  su c h  a s  t h e  e x c h a n g e  r a te ,  t h e  r a t e  o f  
i n t e r e s t ,  w a g e s  a n d  th e  g e n e r a l  le v e l  o f  p r ic e s .
T h e  g r o s s  d o m e s t ic  p r o d u c t  r o s e  b y  o n ly  2 % .  A s  f o r  t h e  p e r  c a p i t a  p r o d u c t ,  a f te r  a  s l ig h t  r e v iv a l  
in  1 9 8 4 , i t  s h r a n k  a g a in  a n d  fa i le d  to  r i s e  a b o v e  i ts  1964  le v e l. M o r e o v e r ,  a s  a  r e s u l t  o f  t h e  s e v e re  
d e t e r i o r a t i o n  in  t h e  t e r m s  o f  t r a d e ,  g ro s s  n a t io n a l  in c o m e  r o s e  b y  le s s  t h a n  1 % , a s  a  r e s u l t  o f  w h ic h  
th e  a c c u m u la te d  g r o w t h  r a t e  f o r  t h e  b ie n n iu m  w a s  b a re ly  4 % ,  fo l lo w in g  u p o n  a  d r o p  o f  m o r e  t h a n  
1 5 %  in  1 9 8 2 -1 9 8 3  ( s e e  t a b le  1 a n d  f ig u re  1).
A s  f a r  a s  u n e m p l o y m e n t  is  c o n c e r n e d ,  i t  r o s e  to  1 0 %  o f  t h e  e c o n o m ic a l ly  a c tiv e  p o p u la t i o n ;  fo r  
t h e  f i r s t  t i m e ,  t h e  p r o p o r t i o n  o f  t h e  e c o n o m ic a l ly  a c tiv e  p o p u la t i o n  w h o  w e r e  a d e q u a te ly  e m p lo y e d  
fe ll b e lo w  5 0 % .  T h e  r e a l  v a lu e  o f  w a g e s  a n d  s a la r ie s  s h r a n k  fo r  t h e  t h i r d  y e a r  in  a  r o w , d o w n  to  4 0 %  
le s s  t h a n  i ts  19 8 2  le v e l. H o w e v e r ,  t h i s  s i t u a t io n  im p r o v e d  d u r in g  th e  s e c o n d  h a l f  o f  t h e  y e a r .
T h e  in c r e a s e  in  c o n s u m e r  p r ic e s  r e a c h e d  th e  u n p r e c e d e n te d  f ig u re  o f  1 5 8 %  in  D e c e m b e r .  
N e v e r t h e l e s s ,  a s  a  r e s u l t  o f  t h e  n e w  e c o n o m ic  p o l ic y ,  t h e  a v e ra g e  m o n th ly  r i s e  in  p r ic e s  fe ll s h a rp ly ,  
f ro m  11 %  in  t h e  J a n u a r y - A u g u s t  p e r io d  to  3 %  in  t h e  la s t  fo u r  m o n th s  o f  t h e  y e a r .
M o n e ta r y  a g g r e g a te s  e v o lv e d  v e ry  d if fe r e n t ly  t h a n  in  t h e  p r e v io u s  y e a r  a s  th e y  w e r e  h e a v ily  
in f lu e n c e d  b y  p o l ic ie s  d e s ig n e d  to  d is a s s o c ia te  t h e  f in a n c ia l  s y s te m  f ro m  t h e  d o lla r . T h u s ,  t h e  
m o n e ta r y  b a s e  e x p a n d e d  r a p id ly  a s  a  r e s u l t  o f  t h e  h u g e  c o n v e r s io n  o f  d e p o s i t s  in  f o r e ig n  c u r re n c y  in to  
d e p o s i t s  in  n a t io n a l  c u r re n c y .  T h is  p o lic y  a ls o  g a v e  r i s e  to  a  m a r k e d  in c r e a s e  in  t h e  d e m a n d  fo r  
m o n e y ;  h o w e v e r ,  m e a s u r e s  d e s ig n e d  to  a v e r t  t h e  in f la t io n a r y  im p a c t  o f  t h e s e  tw o  e v e n t s  b r o u g h t  
a b o u t  a  s h r in k a g e  in  r e a l  to t a l  l iq u id ity  t h r o u g h  a  fa ll in  q u a s i -m o n e y ,  a t t r ib u t a b l e  to  t h e  e x t r e m e ly  
h ig h  c a s h  r e s e r v e s  w h ic h  b a n k s  h a d  to  m a i n t a i n  in  t h e  C e n tr a l  B a n k .
F is c a l  a c c o u n ts  im p r o v e d  a s  a  r e s u l t  o f  t h e  fa ll o f  t h e  p u b l ic - s e c to r  d e f ic i t  to  le s s  t h a n  4 %  o f  
g r o s s  d o m e s t ic  p r o d u c t ,  t h e  lo w e s t  f ig u re  s in c e  1979. T h e  o r ig in  o f  t h i s  c h a n g e  lay  in  t h e  r e d u c t io n  o f  
t h e  d e f ic i ts  r e c o r d e d  b y  c e n t r a l  g o v e r n m e n t  a n d  p u b l ic  e n t e r p r i s e  a c c o u n ts ,  a s  w e l l  a s  in  t h e  
g e n e r a t i o n  o f  a  s l ig h t  s u r p lu s  in  t h e  r e m a in d e r  o f  t h e  p u b l ic  s e c to r .  T h e  r e a s o n s  b e h in d  th e  im p ro v e d  
c e n t r a l  g o v e r n m e n t  p o s i t i o n  w e r e  t h e  s ig n i f ic a n t  r e a l  g r o w th  o f  i ts  in c o m e  a n d  a  s h a r p  fa ll in  its  
i n v e s tm e n t  e x p e n d i tu r e .
W h e n  t h e  n e w  g o v e r n m e n t  t o o k  o ffic e , t h e  e c o n o m y  w a s  f a c in g  a  s e v e re  c r is is  a n d  w a s  p lu n g e d  
in  w h a t  t h e  n e w  a u th o r i t i e s  d e s c r ib e d  a s  a  v ic io u s  c i r c le  o f  in f la t io n  a n d  r e c e s s io n . C o n s e q u e n t ly ,  
e c o n o m ic  p o lic y  u n d e r w e n t  a  m a jo r  t u r n a r o u n d  f ro m  t h e  s t a n d s  ta k e n  b y  t h e  p r e v io u s  a d m in i s t r a ­
t io n .  O n  th e  o n e  h a n d ,  a n  o n s l a u g h t  w a s  to  b e  le d  a g a in s t  t h e  e x t e r n a l  a n d  i n t e r n a l  im b a la n c e s  
a f fe c t in g  t h e  e c o n o m y  b y  r e a c t iv a t in g  t h e  p r o d u c t iv e  s y s te m  w i th  t h e  a im  o f  n a r r o w in g  t h e  g a p  
b e tw e e n  o v e r a l l  su p p ly  a n d  d e m a n d  t h r o u g h  a n  in c r e a s e  in  t h e  f o rm e r ,  r a t h e r  t h a n  a  s h r in k a g e  in  t h e  
la t te r .  M o r e o v e r ,  p r i o r i t i e s  w i th  r e g a r d  to  t h e  e x t e r n a l  a d ju s tm e n t  a n d  d o m e s t ic  s t a b i l i z a t io n  w e r e  to  
b e  r e v e r s e d ,  w i th  t h e  l a t t e r  b e c o m in g  th e  c e n t r a l  p o lic y  e le m e n t .  I n  o t h e r  w o r d s ,  a n  a t t e m p t  w a s  m a d e  
to  r e p la c e  t h e  v ic io u s  c i r c le  o f  i n f la t io n  a n d  r e c e s s io n  b y  a  p r o c e s s  o f  e x p a n s io n a ry  a d ju s tm e n t .
T o  a c h ie v e  th i s  e n d ,  t h e  n e w  g o v e r n m e n t  o u t l in e d  a n  e c o n o m ic  p o lic y  in  t h r e e  su c c e s s iv e  
s ta g e s ,  c o n s i s t i n g  f i r s t  in  t h e  s t a b i l i z a t i o n  a n d  r e o r g a n iz a t io n  o f  c o s ts  a n d  c o n t r o l  o v e r  in f la t io n a ry  
e x p e c t a t i o n s ,  s e c o n d  in  t h e  r e a c t iv a t io n  o f  t h e  n a t io n a l  p r o d u c t iv e  s y s te m , in  w h ic h  a n  in c r e a s e  in  re a l 
s a la r ie s  a n d  w a g e s  w a s  to  g a lv a n iz e  d o m e s t ic  d e m a n d ,  a n d  t h i r d  in  t h e  a p p l ic a t io n  o f  t h e  s t r u c tu r a l  
e c o n o m ic  a n d  so c ia l  r e f o r m s  n e c e s s a ry  f o r  t h e  fu tu re  d e v e lo p m e n t  o f  t h e  P e r u v ia n  e c o n o m y .
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D u r i n g  1985  t h e  g o v e r n m e n t  p a s s e d  tw o  c o m p r e h e n s iv e  s e ts  o f  m e a s u r e s  in  c o n n e c t io n  w i th  
t h e  f i r s t  tw o  s ta g e s  d e s i r a b le  a b o v e . T h e  f i r s t  o f  t h e s e ,  w h ic h  w a s  a n n o u n c e d  w h e n  th e  g o v e r n m e n t  
h a d  o n ly  j u s t  t a k e n  o ff ic e  ( t h e  e n d  o f  Ju ly  a n d  th e  b e g in n i n g  o f  A u g u s t ) ,  s t r e s s e d  c o n t r o l  o v e r  in f la t io n  
a n d  a ls o  p r o v id e d  f o r  t h e  f i r s t  s t e p s  to  b e  t a k e n  to  s t im u la t e  t h e  re c o v e ry  o f  a g r ic u l tu r e ,  to  w h ic h  
c o n s id e r a b le  p r io r i t y  h a s  b e e n  g iv e n . I n  t h e  s e c o n d  s e t  o f  m e a s u r e s ,  a n n o u n c e d  in  O c to b e r ,  e m p h a s i s  
w a s  la id  o n  e f fo r t s  to  r e v iv e  t h e  e c o n o m y  a n d  c o n s o l id a te  t h e  p r o g r e s s  a c h ie v e d  in  t h e  s t r u g g le  
a g a in s t  in f la t io n .
T a b le  1
P E R U : M A I N  E C O N O M IC  IN D IC A T O R S
1979 1980 1981 1982 1983 1984 1985°
A . B a sic  e c o n o m ic  in d ic a to r s
G ro ss  d o m es tic  p ro d u c t a t m a rk e t p rices 
( in d ex es 1980 =  100) 95.5 100.0 104.0 104.1 91.7 95.5 97.0
G ro ss  n a tio n a l incom e (in d ex es 1980 =  100) 91.8 100.0 100.6 98.6 85.8 88.6 89.3
P o p u la tio n  (m illio n s  o f  in h a b ita n ts )  
P e r  cap ita  g ro ss  d o m estic  p ro d u c t
16.85 17.30 17.76 18.23 18.71 19.20 19.70
(in d ex es 1980 =  100) 97.0 100.0 101.3 98 .8 84.8 86.0 85.2
G r o w th  ra te s
B. S h o r t - r u n  e c o n o m ic  in d ic a to r s
G ro ss d o m e s tic  p ro d u c t 4.6 4.7 4.0 0.1 -11.9 4.1 1.6
P e r  c ap ita  g ro ss  d o m estic  p ro d u c t 1.9 2.0 1.3 -2.5 -14.2 1.5 -1.0
G ro ss  n a tio n a l incom e 6.7 9.0 0.6 -2.1 -12.9 3.3 0.7
R a te  o f  u n e m p lo y m e n t 
C o n su m e r  p rices
11.2 10.9 10.4 10.6 9.2 10.9 11.8
D ec e m b e r - D ece m b e r 66.7 60.8 72.7 72.9 125.1 111.5 158.3
V a ria tio n  b e tw een  an nual av erag es 67.7 59.2 75.4 64.5 111.1 110.2 163.4
R eal re m u n e ra tio n s  
S a la ries 10.3 1.5 9.2 -14.4 -8.0 -8.4
W ag es 12.4 -1.8 2.2 -16.7 -15.3 -15.7
M oney  (M ,) 78.7 71.3 48.3 36.9 91.7 128.0 235.2
C u rre n t g o v e rn m e n t incom e 109.1 84.6 49.5 63.7 49 .6 146.9 192.0
T o ta l g o v e rn m e n t e x p e n d itu re 68.2 97.6 67.1 57.0 99.4 105.4 156.0
Fiscal d e f ic it/to ta l g o v e rn m e n t e x p e n d itu re *  
P u b lic  se c to r  d e f ic it/g ro ss
6.0 12.2 21.4 18.1 3&7 23.2 12.4
d o m e s tic  p ro d u c t 1.1 4 7 8.3 9.2 12.1 7.4 3 .8
C u r re n t  v a lu e  o f  e x p o r ts  o f  g o ods 
and  se rv ices
C u r re n t  v a lu e  o f  im p o rts  o f  goods
70.1 13.8 -13.6 1.4 -8.6 2.5 -5.3
and  se rv ices 21.3 5 4 8 25.8 - 1 .4
LOCOCN COl> 
1—
1 - 1 2 .1
T e rm  o f  tra d e  (g o o d s  an d  se rv ices) 23.5 8.3 -12.0 - 7 .0 1 .3 - 2 .6 - 7 .8
M il l io n s  o f  d o lla rs
E x te rn a l  s e c to r
T ra d e  b a la n c e  (g o o d s  an d  se rv ices) 1 5 7 3 7 6 3 - 8 6 9 -7 4 3 3 9 7 8 7 9 4 9
N e t  p a y m e n t o f  p ro fits  an d  in te re s t - 9 6 6 -8 3 5 -1 020 -1 034 -1 132 -1 199 -1 0 1 0
B a lan ce  o n  c u r re n t account 6 0 6 - 7 2 -1 889 -1 776 -1 0 9 1 - 4 1 2 -6 1
B a la n ce  o n  cap ita l account 
V a r ia tio n  in  n e t  in te rn a tio n a l
4 7 9 7 2 5 1 2 2 2 1 6 0 5 1 0 0 6 6 6 2 3 7 9
re se rv e s 1 066 607 - 6 1 1 - 1 5 0 -5 3 2 9 0
T o ta l e x te rn a l deb t 9 334 9 594 9 638 11 097 12 442 13 389 13 7 9 4
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Percentages. ’Non-agricultural sector
544
PERU
T h e  f i r s t  s t e p s  in  t h e  q u e s t  f o r  s ta b il i ty ,  w e r e  to  r e s t r u c tu r e  a n d  s ta b i l i z e  b a s ic  c o s ts  a n d  t h e n  to  
f r e e z e  p r ic e s .  T o  a c h ie v e  t h e  f o r m e r ,  t h e  e x c h a n g e  r a te  w a s  r a is e d  b y  1 2 %  a n d  c o n s id e r a b le  in c r e a s e s  
w e r e  a l lo w e d  in  t h e  le v e l  o f  p u b l ic  s e rv ic e  r a t e s  a n d  w a g e s . T h e s e  m e a s u r e s ,  w h ic h  w e r e  in t ro d u c e d  
a lm o s t  a s  s o o n  a s  t h e  n e w  g o v e r n m e n t  t o o k  o ffic e , w e r e  fo l lo w e d  b y  a  f re e z e ,  w h ic h  w a s  e x te n d e d  
u n t i l  t h e  e n d  o f  t h e  y e a r  in  t h e  c a s e  o f  t h e  e x c h a n g e  r a te .  I n  a d d i t io n ,  b e tw e e n  A u g u s t  a n d  O c to b e r  
t h r e e  su c c e s s iv e  r e d u c t io n s  in  t h e  i n t e r e s t  r a t e  w e r e  o r d e r e d ,  b r in g in g  i t  d o w n  f ro m  a n  e f fe c tiv e  
n o m in a l  a n n u a l  le v e l  o f  2 8 0 %  a t  t h e  e n d  o f  Ju ly  to  b a re ly  4 5 %  t h r e e  m o n t h s  la te r .  T h e  a u th o r i t i e s  
h o p e d  t h a t  t h i s  r e d u c t io n  w o u ld  a l lo w  e n t e r p r i s e s  to  fa c e  t h e  r i s e s  in  t h e  e x c h a n g e  r a te  a n d  in  s a la r ie s  
a n d  w a g e s .  A s  f o r  t h e  r e s t r u c t u r i n g  o f  c o s ts ,  i t  w a s  a ls o  c o n s id e r e d  to  b e  n e c e s s a ry  in  o r d e r  to  c o n t r o l  
t h e  in f la t io n  in  t h e  lo n g e r  te r m . W i t h  r e g a r d  to  t h e  p r ic e  f re e z e ,  w h ic h  w a s  a ls o  a n n o u n c e d  a lm o s t  
im m e d ia te ly  a f te r  t h e  g o v e r n m e n t  t o o k  o ffice  a n d  w a s  r e t r o a c t iv e  to  t h e  d a y  b e f o re  it  c a m e  in to  
p o w e r ,  i t  w a s  g e n e r a l .  T h e  few  e x c e p t io n s  w e r e  r e f le c te d  in  t h e  in i t ia l  r i s e  a n d  l a t e r  f r e e z e  o f  t h e  
p r ic e s  o f  fu e ls , t h e  d r o p  in  t h e  p r i c e s  o f  c e r t a in  s t a p le  c o n s u m e r  g o o d s  a n d  t h e  e s t a b l i s h m e n t  o f  a 
s p e c ia l  s y s te m  f o r  p e r i s h a b le  a g r ic u l tu r a l  p r o d u c e  ( w h o s e  p r ic e s  w e r e  se t  f o r  f o r tn ig h t ly  p e r io d s ) .
S im u l ta n e o u s ly ,  t h e  g o v e r n m e n t  a d o p te d  a  s e r i e s  o f  m e a s u r e s  d e s ig n e d  to  l o w e r  t h e  e x t r e m e ly  
h ig h  r a t e  a t w h ic h  m o n e ta r y  a s s e ts  w e r e  b e in g  c o n v e r te d  i n to  U S  d o l la r s .  B y  th e s e  m e a s u r e s  it  w a s  
e n d e a v o u r e d  to  e l i m i n a t e  t h e  p r a c t i c e  o f  m a k in g  h ig h  p r o f i t s  f r o m  s p e c u la t iv e  a c t iv i t ie s  a s  w e l l  a s  to  
p r e v e n t  t h e  n e g a t iv e  im p a c t  h a d  b y  su c h  a c t iv i t ie s  u p o n  p r o d u c t io n  a n d  t h e  le v e l  o f  p r ic e s .  I n  a d d i t io n  
to  p u t t i n g  a  s to p  to  d a ily  d e v a lu a t io n s ,  t h e  g o v e r n m e n t  d e c id e d  to  d e c la r e  f o r e ig n  c u r re n c y  b a n k  
c e r t i f ic a te s  a n d  a ll d e p o s i t s  in  f o r e ig n  c u r re n c y  in c o n v e r t ib le .  D e p o s i t s  c o u ld  b e  w i th d r a w n  o n ly  in  
in t i s ,  t h e  n e w  n a t io n a l  c u r r e n c y ,  e q u iv a le n t  to  o n e  th o u s a n d  u n i t s  o f  t h e  o ld  c u r r e n c y ,  t h e  so l. 
M o r e o v e r ,  t h e  r a t e  o f  i n t e r e s t  p a id  o n  th e s e  d e p o s i t s  w a s  lo w e re d . A s  a  r e s u l t ,  a p p r o x im a te ly  U S $ 6 0 0  
m i l l io n  w e r e  c o n v e r te d  i n to  n a t io n a l  c u r re n c y . I n  o r d e r  to  a v e r t  t h e  in f la t io n a r y  im p a c t  o f  t h e  
e n o r m o u s  e x p a n s io n  o f  t h e  m o n e ta r y  b a s e  r e s u l t i n g  f ro m  th i s ,  a n  a t t e m p t  w a s  m a d e  to  e n s u r e  t h a t  
t h e  m a jo r i ty  o f  t h e  n e w  in t i s  s h o u ld  r e m a in  in  t h e  C e n tr a l  B a n k  a s  p a r t  o f  i ts  r e s e r v e s .  T h is ,  h o w e v e r ,  
c a u s e d  d o m e s t ic  c r e d i t  to  s h r in k  e v e n  m o r e  t h a n  it  h a d  a lr e a d y  b e e n  d o in g ;  h e n c e ,  in  O c to b e r  
m e a s u r e s  w e r e  a d o p te d  to  f re e  f u n d s  f o r  l e n d in g  to  t h e  p r i v a t e  s e c to r .
T h e  s e c o n d  im p o r t a n t  a r e a  o f  e c o n o m ic  p o lic y  f o r  t h e  n e w  g o v e r n m e n t  w a s  t h e  r e c o v e ry  o f  
p r o d u c t iv e  a c tiv ity . I t  w a s  n e c e s s a ry  to  p r o m o te  a  r e v iv a l  in  t h e  a g r ic u l tu r a l  s e c to r  a n d  to  s t im u la te  
s e le c t iv e  g r o w t h  o f  in d u s t r i a l  p r o d u c t io n .  T h r e e  ty p e s  o f  r e a c t iv a t in g  m e a s u r e s  w e r e  a d o p te d . F i r s t  
t h e r e  w e r e  t h o s e  w h ic h  s o u g h t  to  b r in g  a b o u t  a n  e x p a n s io n  o f  d o m e s t ic  d e m a n d  b y  e f fe c t in g  in c r e a s e s  
in  t h e  r e a l  in c o m e  o f  t h é  p o p u l a t i o n ;  t h e  s e c o n d  se t  o f  m e a s u r e s  a im e d  a t p r o t e c t i n g  d o m e s t ic  
p r o d u c t io n  f ro m  t h e  e f fe c ts  o f  i m p o r t in g ;  w h i le  t h e  t h i r d  w a s  m a d e  u p  o f  sp e c if ic  m e a s u r e s ,  su c h  a s  
t h e  o p e n in g - u p  o f  c r e d i t  l in e s  a n d  t h e  f r e e in g  o f  p r ic e s  in  t h e  c a s e  o f  s o m e  i n p u t s  w h ic h  w e r e  n o t  
p r o d u c e d  d o m e s tic a lly .
T h e  s e t  o f  m e a s u r e s  a d o p te d  a t  t h e  b e g in n in g  o f  A u g u s t  c o n ta in e d  m a jo r  w a g e  r e a d ju s tm e n ts  
t o g e t h e r  w i th  o t h e r  m e a s u r e s  d e s ig n e d  to  e n c o u r a g e  t h e  r e v iv a l  o f  a g r ic u l tu re .  A s  f o r  t h e  p a c k a g e  
a n n o u n c e d  in  O c to b e r ,  in  a d d i t io n  to  p r o v id in g  f o r  f u r t h e r  w a g e  in c r e a s e s ,  it  in c lu d e d  sp e c if ic  
m e a s u r e s  d e s ig n e d  to  p r o m o te  i n d u s t r i a l  r e a c t iv a t io n .  M o r e o v e r ,  b o th  s e ts  p r o v id e d  f o r  a c t io n s  
d e s ig n e d  to  r e s t r i c t  im p o r t s .
D u r i n g  a n  in i t ia l  p e r io d  o f  a b o u t  tw o  m o n t h s ,  i n d u s t r i a l  o u tp u t  d e c l in e d  h e a v i ly ,  a s  a  r e s u l t  o f  
t h e  l iq u id a t io n  o f  t h e  e n o r m o u s  in v e n to r ie s  w h ic h  f i rm s  h a d  a c c u m u la te d  a s  a  h e d g e  a g a in s t  in f la t io n .  
A f te r  t h a t ,  h o w e v e r ,  t h e  s e c to r 's  le v e l  o f  a c tiv i ty  t e n d e d  to  r e c o v e r . A s  is  w e ll k n o w n ,  a g r ic u l tu r a l  
p r o d u c t io n  r e a c t s  r a t h e r  m o r e  s lo w ly , a n d  a t t h e  e n d  o f  t h e  y e a r ,  it w a s  s t i l l  t o o  e a r ly  to  a s s e s s  t h e  
im p a c t  o f  t h e  m e a s u r e s  t a k e n  in  p r e v io u s  m o n th s .
A s  h a s  b e e n  p o i n t e d  o u t ,  o n  t h e  e x t e r n a l  f r o n t  t h e  p o lic y  o f  t h e  p r e v io u s  g o v e r n m e n t  w a s  
th o r o u g h ly  o v e r h a u le d  o n c e  t h e  p r i m e  t a r g e t  o f  g o v e r n m e n t  a c tiv ity , e x t e r n a l  a f fa irs  w e r e  r e le g a te d  
to  s e c o n d  p la c e ,  f a l l in g  b e h in d  m e a s u r e s  to  c o n t r o l  t h e  in f la t io n  a n d  r e a c t iv a te  t h e  p r o d u c t iv e  
a p p a r a tu s .  P r i o r  to  i ts  e le c t io n ,  t h e  n e w  g o v e r n m e n t  h a d  i n t e r p r e t e d  th e  e f fe c t iv e n e s s  o f  t h e  
i n s t r u m e n t s  t r a d i t io n a l ly  a s s o c ia te d  w i th  t h e  m a n a g e m e n t  o f  e x t e r n a l  a c c o u n ts  in  a  m a n n e r  w h ic h  
d if fe re d  ra d ic a lly  f ro m  t h e  v ie w s  h e ld  b y  t h e  f o r m e r  g o v e r n m e n t .  T h e  n e w  p o s i t i o n  w a s  t h a t  f a r  f ro m  
c o n s t i t u t i n g  t h e  m o s t  s u i ta b le  m e a n s  o f  p r o m o t i n g  e x p o r t s  a n d  r e d u c in g  t h e  d e m a n d  f o r  im p o r t s ,  
e x c h a n g e  r a t e  d e v a lu a t io n s  h a v e  in  t h e  r e c e n t  p a s t  b e e n  t h e  p r in c ip a l  d r iv in g  fo rc e  b e h in d  in f la t io n .  
C o n s e q u e n t ly ,  in  o r d e r  to  b r in g  in f la t io n  d o w n  i t  w a s  c o n s id e re d  n e c e s s a ry  to  e x e r t  c o n t r o l  o v e r
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N e t  i n te r e s t  
E x p o r t s  o f  g o o d s  
a n d  se rv ic e s
1 9 7 0 1 9 7 3 1 9 7 6 1 9 7 9 1 9 8 2 1 9 8 5
Source:  E C  L A C , o n  th e  basis  o f  o ff ic ia l da ta .
aA n n u a l g ro w th  ra te . b A verage  a n n u a l ra te .
v a r ia tio n . ^M illions o f  d o lla rs . P e rc e n ta g e s .
’D e c e m b e r -  D e ce m b e r p e rc en tag e
d e v a lu a t io n s .  S im u l ta n e o u s ly ,  i t  w a s  m a in t a in e d  t h a t  e x p o r t  p r o m o t i o n  a n d  im p o r t  s u b s t i t u t io n  a re  
b e t t e r  s e rv e d  b y  o t h e r  i n s t r u m e n t s ,  s u c h  a s  a d m i n i s t r a t i v e  m e a s u r e s  ( e x p o r t  s u b s id ie s ,  ta r i f f s  a n d  
im p o r t  p r o h i b i t i o n s )  o r  b y  c o n c e a le d  d e v a lu a t io n s .1
T h e  c h a n g e  o f  a t t i t u d e  to w a r d s  t h e  e x t e r n a l  d e b t  w a s  a ls o  i m p o r t a n t .  T h e  n e w  o ffic ia l a p p r o a c h  
w a s  b a s e d  o n  th e  v ie w  t h a t  t h e  e f fo r ts  a t  a d ju s tm e n t  c a r r ie d  o u t  so  f a r  in  o r d e r  to  g e n e r a t e  t h e  fu n d s  to  
s e rv ic e  t h e  e x te r n a l  d e b t  a n d  i m p r o v e  t h e  c o u n t r y 's  f in a n c ia l  s t a n d in g  h a d  n o t  a l lo w e d  i t  to  o b t a in  t h e  
n e c e s s a ry  f lo w  o f  e x te r n a l  f u n d s  b u t  h a d  in  fa c t le d  b o t h  to  a  d e e p  r e c e s s io n  a n d  to  a  d iv e r s io n  a b ro a d  
o f  fu n d s  w h ic h  c o u ld  b e  u s e d  to  o v e r c o m e  it. C o n s e q u e n t ly ,  in  t h e  fa c e  o f  w h a t  s e e m e d  to  b e  a  defacto 
r e d u c t io n  o r  w i th d r a w a l  o f  a v a i la b le  f r e s h  e x t e r n a l  f u n d s ,  t h e  n e w  g o v e r n m e n t  d e c id e d  t h a t  d e b t  
s e rv ic in g ,  a n d  p a r t ic u la r ly  s e r v ic in g  o f  t h e  d e b t  w i th  i n t e r n a t io n a l  c o m m e r c ia l  b a n k s ,  s h o u ld  b e  
s e v e re ly  r e s t r i c te d .  T h e  a m o u n t s  s a v e d  a s  a  r e s u l t  o f  t h i s  m e a s u r e  w e r e  to  b e  u s e d  to  s u p p o r t  t h e  
r e a c t iv a t io n  o f  t h e  p r o d u c t iv e  a p p a r a tu s .
1 In Peru there are two legal exchange markets— the official and the parallel. Hidden devaluations operate through the granting of 
permits authorizing exporters to change a higher percentage of their earnings on the parallel market, on which the exchange rate is higher.
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2. T r e n d s  i n  e c o n o m i c  a c t i v i t y
a )  Trends in overall supply and dem and
T o ta l  s u p p ly  r e m a in e d  v i r tu a l ly  s t a g n a n t  fo r  t h e  s e c o n d  y e a r  in  a  r o w  fo l lo w in g  i t s  s h a r p  d e c l in e  
( -1 4 % )  in  198 3 . T h e  in c r e a s e  o f  a b o u t  2 %  in  t h e  g r o s s  d o m e s t ic  p r o d u c t  b a re ly  o f fs e t  t h e  f u r th e r  
d e c l in e  ( - 1 0 % )  in  i m p o r t s ,  w h o s e  v a lu e  r e p r e s e n t e d  6 9 %  o f  t h e i r  1980  f ig u re  ( s e e  ta b le  2 ).
A s  fa r  a s  o v e r a l l  d e m a n d  is  c o n c e r n e d ,  d o m e s t ic  d e m a n d  a g a in  s h r a n k  ( - 1 .4 % ) ,  in  l in e  w i th  t h e  
t r e n d  w h ic h  h a d  b e g u n  in  1982 . T h e  d e t e r i o r a t i o n  in  g r o s s  i n v e s tm e n t  r e m a in e d  fa r  m o r e  p r o ­
n o u n c e d  ( - 2 2 % ) ,  a n d  i t s  le v e l  w a s  b a re ly  h a l f  t h a t  r e c o r d e d  in  1980. In  c o n t r a s t ,  to t a l  c o n s u m p t io n  
c o n t in u e d  to  r e c o v e r ,  u n d e r  t h e  s t im u lu s  o f  p e r s o n a l  c o n s u m p t io n ,  s in c e  g o v e r n m e n t  c o n s u m p t io n  
c o n t in u e d  to  d e c l in e .  F in a l ly ,  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  r o s e  b y  5 % ,  th e r e b y  c o m p le t in g  t h e i r  
r e c o v e ry  f ro m  t h e  s lu m p  th e y  e x p e r ie n c e d  in  1 9 8 3 , b r e a k in g  a ll p r e v io u s  r e c o r d s  a n d  b e c o m in g  th e  
m o s t  d y n a m ic  c o m p o n e n t  in  o v e r a l l  d e m a n d  ( s e e  ta b le  2 ).
b )  Evolution o f  the main sectors
I n  1985  t h e  m o s t  d y n a m ic  s e c to r s  o f  t h e  e c o n o m y  w e r e  m in i n g  a n d  m a n u f a c tu r in g ,  e a c h  o f  
w h ic h  e x p a n d e d  b y  4 % .  W i th  r e g a r d  to  c o n s t r u c t io n ,  t h e  s h a r p  d r o p  i t  e x p e r ie n c e d  ( -1 1 % )  p u t  a  
s h a r p  b r a k e  o n  o v e r a l l  e c o n o m ic  a c tiv ity  ( s e e  ta b le  3 ).
i)  Agriculture. T h i s  s e c to r 's  v ig o r o u s  g r o w t h  d e c e le r a te d  s h a rp ly  a n d  th e  p r o d u c t  g r e w  b y  o n ly  
3 % ,  e q u iv a l e n t  to  o n e  q u a r t e r  o f  t h e  p r e v io u s  y e a r 's  g r o w th .  L iv e s to c k  r a i s in g  r e c o v e r e d  a n d  t h e r e  
w a s  a  s l ig h t  i n c r e a s e  in  c r o p  p r o d u c t io n  ( s e e  ta b le  4 ) . W i th  r e g a r d  to  t h e  l a t t e r ,  t h e  d y n a m ic  g r o w th  in  
t h e  p r o d u c t io n  o f  c o t to n  ( 4 3 % )  w a s  p a r t ic u la r ly  n o te w o r th y .  T h is  r e s u l t  w a s  to  a  la rg e  e x te n t  
a t t r ib u t a b l e  to  in s ta n c e s  w h e r e  c o t to n  w a s  c u l t iv a te d  in s te a d  o f  r ic e  a n d  f l in t  m a iz e ,  w h o s e  h a r v e s t s
T ab le  2
P E R U : T O T A L  S U P P L Y  A N D  D E M A N D
In d ex es  P e rc e n ta g e
(1980  =  100) b reak d o w n
G ro w th  ra tes
1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
T o ta l su p p ly 9 1 .8 92 .3 92.3 120.0 114.2 0.3 -14.2 0.6
G ro ss d o m e s tic  p ro d u c t
a t m a rk e t p rices 91.7 95.5 97.0 100.0 100.0 0.1 -11.9 4.1 1.6
Im p o rts  o f  goo d s and
se rv ices 92.3 76.4 68.8 20.0 14.2 1.2 -23.8 -17.2 -10.0
T o ta l d e m a n d 91 .8 92.3 92 .3 120.0 114.2 0.3 -14.2 0.6
D o m e s tic  d em an d 91.2 90.5 89.3 96.0 88.3 -2.2 -15.1 -0.8 -1.4
G ro ss  d o m e s tic  in v e s tm e n t 67.4 61.8 47.8 18.3 9.0 -7.2 -39.7 -8.3 -22.6
G ro ss  fixed in v e s tm e n t 80.7 75.5 67.6 18.3 12.8 -2.0 -29.0 -6.5 -10.4
C o n s tru c tio n 93.4 94.6 84.3 8.8 7.7 2.4 -19.1 1.2 -10.9
M a ch in e ry 68.9 57.7 52.1 9.5 5.1 -5.9 -38.5 -16.3 -9.7
C h a n g es in  stocks - -3.7
T o ta l c o n su m p tio n 96.8 97.2 9 9 0 77.8 79.3 -0.9 -9.1 0.4 1.8
G e n e ra l g o v e rn m e n t 101.7 94.6 94.2 13.6 13.2 13.3 -8.8 -7.0 -0.4
P riv a te 95.8 97.8 100.0 64.2 66.1 -3.6 -9.1 2.1 2.3
E x p o rts  o f  g o ods and
se rv ices 94.1 99.6 104.6 24.0 25 .9 12.0 -10.1 5.9 5.0
Source: ECLAC, on the basis of official figures.
"Preliminary figures. The figures for exports and imports of goods and services were taken from balance-of-payments data expressed
in current IMF dollars, which were converted to constant 1980 values, using an index of unit value calculated by ECLAC for that purpose.
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P E R U : G R O S S  D O M E S T IC  P R O D U C T , B Y  E C O N O M IC  
A C T I V IT Y , A T  1980 M A R K E T  P R IC E S
Table 3
In d ex es  P e rc e n ta g e
(1980  =  100) b reak d o w n
G ro w th  ra tes
1983 1984 1985° 1980 1985° 1982 1983 1984 1985°
G ro s s  d o m e s tic  p ro d u c t 91.7 95.5 97 .0 100.0 100.0 0.1 -11 .9 4.1 1.6
G o o d s 86 .8 93 .3 95 .9 51.0 50.4 0.4 -15 .0 7.4 2 .8
A g ric u ltu re 100.2 112.0 115.1 8.5 10.1 3.0 -10.8 11.8 2.8
M in in g 88.5 94.5 98.4 11.7 11.9 1.2 -9.8 6.8 4.1
M a n u fac tu rin g 81.8 87.4 90.5 28.0 26.1 -1.0 -17.9 6.8 3.6
C o n s tru c tio n 89-8 90.7 81.5 2.9 2.4 2.0 -20.8 0.9 -10.1
B a sic  se rv ices 97 .6 95.5 96 .8 6.8 6.8 -0 .2 -8 .3 -2.1 1.3
E le c tric ity , gas and w ate r 
T ra n s p o r t ,  s to rag e  and
97.5 88.3 90.9 0.9 -0.8 8.2 -16.0 -9-5 3.0
c o m m u n ic a tio n s 97.6 96.6 97.7 5.9 5.9 -1.5 -7.1 -1.0 1.1
O th e r  se rv ices 99 .3 100.9 102.4 4 1 .6 43 .9 0.2 -5 .6 1.5 1.6
C o m m e rc e , re s ta u ra n ts  and h o te ls  
F in an c ia l e s ta b lish m e n ts ,
91 .5 89.7 91.0 18.4 17.2 - -13.2 -2.0 1.4
in su ra n c e , real e s ta te  
and b u sin e ss  serv ices 101.9 105.8 109.0 6.9 7.8 -0.2 -4.7 3.9 3.0
O w n e rsh ip  o f  d w ellin g s 105.2 106.3 109.5 1.6 1.8 1.7 1.1 1.0 3.0
C o m m u n ity , social and 
p e rso n a l serv ices 107.0 111.4 112.5 16.3 18.9 0.5 2.7 4.1 1.0
G o v e rn m e n t serv ices 110:5 116.8 118.7 8.5 10.4 0.8 6.7 5.7 1.7
Source: ECLAC, on the basis of figures provided by the National Institute of Statistics 
"Preliminary figures. Including livestock, forestry and fishing
d e c l in e d  b y  1 6 %  a n d  1 3 %  r e s p e c tiv e ly .  T h e  d e c is io n  to  r e p la c e  th e s e  c r o p s  b y  c o t to n  w a s  t a k e n  
b e c a u s e  t h e  i n t e r n a t io n a l  p r ic e  o f  c o t to n  w a s  h ig h e r  a n d  a ls o  b e c a u s e  le s s  i r r i g a t e d  l a n d  is  a v a i la b le  o n  
th e  n o r t h e r n  c o a s t  a n d  c o t to n  r e q u i r e s  le s s  w a te r .
W i t h i n  t h e  l iv e s to c k  s u b s e c to r ,  t h e  o n ly  r i s e s  w e r e  in  m i lk  p r o d u c t io n  ( 4 %  ) a n d  in  p o u l t ry :  e g g s  
( 2 0 % )  a n d  p o u l t ry  m e a t  ( 1 1 % ) .  T h e  in c r e a s e  in  t h e  p r o d u c t io n  o f  p o u l t ry  m e a t  in  p a r t i c u l a r  w a s  
e n c o u r a g e d  b y  e x p o r t s  o f  c h ic k e n s  to  t h e  S o v ie t  U n i o n  — in  p a r t  p a y m e n t  f o r  t h e  e x t e r n a l  d e b t  o w e d  
to  t h a t  c o u n t r y —  a n d  b y  th e  r i s e  in  d o m e s t ic  d e m a n d  d u r in g  t h e  la s t  h a l f  o f  th e  y e a r  a s  a  r e s u l t  o f  t h e  
r i s e  in  w a g e s  a n d  s a la r ie s  a n d  th e  e s t a b l i s h m e n t o f  p r ic e  c o n t r o ls .  I n  c o n t r a s t ,  p r o d u c t io n  o f  o t h e r  
m e a t s  c o n t in u e d  to  b e  a ffe c te d  b y  th e  c o m p u ls o ry  s l a u g h te r in g  c a r r ie d  o u t  in  1983 .
A g r ic u l tu r e  w a s  d e c la r e d  a  p r io r i ty  s e c to r  b y  th e  n e w  g o v e r n m e n t  a n d  i t  w a s  c o n s e q u e n t ly  th e  
o b je c t  o f  a  m a jo r  se t  o f  p o lic y  m e a s u r e s  a n n o u n c e d  in  A u g u s t.  F i r s t  o f  a ll, t h e  F u n d  fo r  th e  
I m p r o v e m e n t  o f  A g r ic u l tu r a l  P r ic e s  w a s  s e t  u p ,  u n d e r  t h e  a e g is  o f  t h e  N a t i o n a l  P u b l ic  E n te r p r i s e  fo r  
M a r k e t in g  I n p u t s  (ENC1), f o r  t h e  p u r p o s e  o f  o f fe r in g  g u a r a n t e e d  p r ic e s  to  p r o d u c e r s  o f  w h e a t ,  so ft 
m a iz e ,  b a r le y  a n d  q u in o a .  T h is  F u n d  w a s  to  r e c e iv e  i ts  in c o m e  f ro m  a n  a d d i t io n a l  1 %  ta r i f f  o n  
im p o r t s  o f  a g r ic u l tu r a l  p r o d u c t s ,  le v ie d  a s  f ro m  J a n u a ry  1 986 , a s  w e l l  a s  f ro m  a  T re a s u r y  c r e d i t  w o r th  
100 m i l l io n  in t i s .  T h r o u g h  EN C I, t h e  S ta te  a lso  a s s u m e d  so le  r e s p o n s ib i l i ty  fo r  m a r k e t in g  w h e a t  a n d  
d a iry  i n p u t s  so  t h a t  p r ic e s  w h ic h  w o u ld  s t im u la te  p r o d u c e r s  c o u ld  b e  se t. M e a s u r e s  w e r e  a ls o  t a k e n  to  
c o n s o l id a te  a g r ic u l tu r a l  d e b ts ,  o n  t h e  b a s is  o f  a  c r i t e r io n  o f  c o n c e r ta t io n  b y  v i r tu e  o f  w h ic h  e n t r e p r e ­
n e u r s  u n d e r to o k  to  m e e t  c e r t a in  t a r g e t s  w i th  r e g a r d  to  p r o d u c t io n  a n d  p r o d u c t iv i ty  in  e x c h a n g e  fo r  
r e f u n d in g  o f  t h e i r  d e b t  c o m m i tm e n t s .  In  a d d i t io n ,  i t  w a s  d e c id e d  t h a t  a g r ic u l tu r a l  c r e d i t s  w o u ld  n o  
l o n g e r  b e  g r a n t e d  f o r  i n d u s t r i a l  c r o p s ,  a n  a r r a n g e m e n t  w h ic h  p la c e d  t i g h t  o p e r a t i o n a l  r e s t r i c t i o n s  o n  
p r o d u c e r s ;  i n s te a d  th e y  w o u ld  b e  g r a n t e d  fo r  w h o le  f a rm s  o r  s m a ll  h o ld in g s .  In  a d d i t io n ,  t h e  N a t io n a l
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S e e d  E n te r p r i s e  w a s  s e t  u p  a n d  m a d e  r e s p o n s ib le  fo r  p r o d u c in g  w h e a t - ,  s o f t - m a iz e - ,  b a r le y -  a n d  
q u in o a - s e e d .  F in a l ly ,  t h e  b o a r d  o f  t h e  B a n c o  A g r a r io  w a s  r e o r g a n iz e d  in  o r d e r  to  a l lo w  p e a s a n t  
o r g a n iz a t io n s  to  p a r t i c ip a t e .
I n  O c to b e r ,  f u r t h e r  m e a s u r e s  w e r e  a d o p te d .  O n e  o f  t h e m  in v o lv e d  th e  e s t a b l i s h m e n t  o f  
p r e f e r e n t i a l  i n t e r e s t  r a t e s  ( n o u g h t  to  1 9 % ) o r  lo a n s  f ro m  th e  A g r a r i a n  B a n k , a n d  p r io r i ty  w a s  g iv e n  
to  p e a s a n t  c o m m u n i t i e s  in  t h e  c o u n t r y 's  in te r io r .  T h e  B a n k  w a s  a lso  e n a b le d  to  lo a n  c a p i ta l  to  su c h  
c o m m u n i t i e s  o r  to  in d iv id u a ls  in  t h e m  to  a c q u ir e  t i t l e  d e e d . M o r e o v e r ,  t h e  B a n k  re c e iv e d  5 0  m i l l io n  
in t i s  a s  c o u n t e r p a r t  fu n d s  f o r  e x t e r n a l  c r e d i ts .  F in a l ly ,  im p o r t s  o f  m a c h in e r y  a n d  e q u ip m e n t  fo r  
a g r ic u l tu r a l  u s e  w e r e  e x e m p te d  f ro m  ta r i f f s  a n d  t a x e s  p r o v id e d  th e y  d id  n o t  c o m p e te  w i th  d o m e s t ic  
p r o d u c t io n ,  a n d  h ig h e r  im p o r t  ta r i f f s  w e r e  a p p l ie d  to  a  r a n g e  o f  a g r ic u l tu r a l  p r o d u c e .
ii)  Fishing. T h e  v o lu m e  o f  t h e  c a tc h  in c r e a s e d  o n ly  s l ig h t ly  in  1 9 8 5 , f o l lo w in g  t h e  r e m a r k a b le  
g r o w t h  a c h ie v e d  t h e  p r e v io u s  y e a r  ( s e e  ta b le  5 ). S e a  f i s h in g  — b y  f a r  t h e  m o s t  i m p o r t a n t—  in c re a s e d  
b y  9 % ,  t h a n k s  to  t h e  r e t u r n  o f  t h e  a n c h o v e ta ,  c a tc h e s  o f  w h ic h ,  a f te r  h a v in g  b e e n  n e g l ig ib le  d u r in g  
t h e  p r e v io u s  tw o  y e a r s ,  r e a c h e d  a  s im i l a r  a v e r a g e  le v e l  in  1985 to  t h a t  o f  t h e  1 9 7 9 -1 9 8 1  p e r io d .  T h is  
m a d e  i t  p o s s ib le  to  r e - o p e n  f o u r  p l a n t s  o f  t h e  P e s c a p e r ú  p u b l ic  e n t e r p r i s e ,  b r in g in g  t h e  n u m b e r  o f  
p l a n t s  in  o p e r a t i o n  a t  t h e  e n d  o f  t h e  y e a r  to  n i n e  ( in  1977 t h e r e  w e r e  100). F i s h in g  f o r  d i r e c t  h u m a n  
c o n s u m p t io n  w a s  a f fe c te d  b y  m a jo r  s t r ik e s  a n d  t h e  r e d u c t io n  in  t h e  s u p p ly  c o n t r a c t  w i th  t h e  S o v ie t  
U n i o n  a s  w e l l  a s  b y  t h e  c l im a to lo g ic a l  f a c to r s  w h ic h  c a u s e d  s a r d in e s  to  m o v e  aw ay  f ro m  t h e  c o a s t.
T a b le  4
P E R U : I N D I C A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N
____________ G ro w th  ra tes____________
1982 1983 1984 1985"
1982 1983 1984 1985"
In d e x e s  o f  a g r ic u l tu ra l  
p ro d u c t io n *  (1977 =  100)
T ota l 108.9 98.5 109.3 112.5 2.9 -9.6 10.9 2.9
C ro p  fa rm in g 107.8 93.9 111.0 113.3 1.8 -13.8 18.2 2.0
S to ck -ra is in g 111.0 112.8 107.2 
T h o u s a n d s  o f  to n s
112.9 4.8 1.6 -5.0 5.3
P ro d u c t io n  o f  th e  
m a in  c ro p s
R a w  c o tto n 256 105 203 291 -10.4 -59.0 92.8 43.4
R ice 776 798 1 156 964 8.9 2.8 44 .9 -16.6
Coffee 90 91 91 93 -5.3 1.1 0.1 2.0
S ugar cane 6 509 6 381 6 988 7 425 26.9 -2.0 9.5 6.2
B e an s 43 35 45 46 -0.7 -18.6 28.4 2.2
Soft m aize 233 173 205 212 18.3 -25.8 18.5 3.5
H a rd  m aize 398 412 571 496 2.2 3.5 38.7 -13.2
P o ta to e s 1 800 1 200 1 4 6 3 1 590 5.5 -33.3 21.9 8.7
S o rg h u m 38 12 44 23 -13.5 -68.4 272.6 -50.0
Soya 8 2 2 2 -41.4 -75.0 -19.0 23.5
W h e a t 101 76 84 92 -15.0 -24.8 10.2 10.4
P ro d u c t io n  o f  th e  m a in  
l iv e s to c k  p ro d u c ts
P o u ltry  m ea t 205 206 182 201 12.2 0.5 -12.0 10.7
M u tto n 20 21 19 17 8.5 5.0 -10.4 -9.0
P o rk 59 58 55 54 -0.8 -1.7 -5.4 -1.8
B eef 91 111 103 101 1.3 22.0 -6.9 -2.3
E gg s 65 68 65 78 1.3 4.6 -4.3 19.7
F re sh  m ilk 805 752 780 809 2.6 -6.7 3.7 3.6
Source: Ministry of Agriculture.




P E R U : IN D IC A T O R S  OF F IS H E R Y  P R O D U C T IO N
In d e x  o f  fish ery  
p r o d u c t io n *  (1977  =  100)
D e e p -se a  f ish in g  
F o r d irec t h u m an  c o n su m p tio n  
F re sh  fish 
F o r freezing  
F o r can n in g  
F o r d ry in g  and  sa ltin g
F o r fishm eal and oil 
A n c h o v e ta  
O th e r  species
In la n d  f ish in g  
F re sh  f ish c
F o r d ry in g  and  sa ltin g
1982 1983 1984 1985"
119.6 74.9 128.6 130.4
T h o u s a n d s  o f  to n s
3 452 1 4 5 3 3 288 3 572
585 354 547 455
155 138 186 185
49 79 181 139
352 115 148 101
29 22 32 30
2  867 1 0 9 9 2  741 3 117
1 726 118 23 1 071
1 141 981 2  718 2  046
12 24 30 23
6 13 15 11
6 11 15 12
G ro w th  ra tes
1982 1983 1984 1985'
-7.9 -37.4 71.7 1.4
27 .8 -57 .9 126.3 8.6
-31.3 -39.5 54.5 -16.8
5.4 -11.0 34.9 -0.5
-53.8 61.2 129.1 -23.2
-37.8 -67.3 28 .8 -31.7
-9.4 -24.1 45.5 -6.3
55.0 -61.7 149.4 13.7
40 .9 -93-2 -80.5 4  556.5
82.6 -14.0 177.0 -24.7
-25 .0 100.0 2 5 .0 -23 .3
-14.3 116.7 15.4 26.7
-33.3 83.3 36.4 -20.0
Source: Ministry of Fisheries.
"Preliminary figures. Calculated oni the basis of values at 1979 prices. 'Incliuding river shrimps.
T h e  P e r u v ia n  f is h in g  in d u s t r y  m a d e  u se  o f  b a re ly  o n e  fifth  o f  its  p r o d u c t io n  p o te n t i a l  a s  a  r e s u l t  
o f  th e  o b s o le s c e n c e  a n d  u n s u i ta b i l i ty  o f  i ts  f le e t ;2 its  e x c e s s iv e  in s ta l le d  c a p a c ity  o n  la n d ; i ts  e x t r e m e ly  
d e f ic ie n t  m a r in e  r e s e a r c h  e s t a b l i s h m e n t  a s  w e ll a s  its  in a d e q u a te  d o m e s tic  an d  e x te r n a l  m a r k e t in g  
s y s te m s ;  o v e r f i s h in g  o f  m a r in e  s p e c ie s  a n d  th e  in s ta b i l i ty  o f  th e  le g a l f r a m e w o rk  r e la t in g  to  f ish in g .
In  o r d e r  to  r e v i t a l iz e  th i s  s e c to r ,  th e  g o v e r n m e n t  d e c id e d  to  s t r e n g t h e n  th e  P u b l i s h  F is h in g  
S e rv ic e s  E n te r p r i s e  (EPSEP). T h e  B a n c o  d e  la  N a c ió n  o p e n e d  a -c re d it  l in e  w o r th  U S $ 4 .9  m i l l io n ,  7 0 %  
o f  w h ic h  w a s  p r o v id e d  b y  th e  M in i s t r y  o f  th e  E c o n o m ic s  a n d  F in a n c e  a s  c a p i ta l  fo r  t h e  f irm . T h e s e  
fu n d s  w ill  b e  u se d  fo r  r e p a i r s ,  p u r c h a s e s  a n d  e q u ip m e n t  fo r  P e r u v ia n  f is h in g  v e s s e ls  a s  w e ll  a s  fo r  th e  
p u r c h a s e  o f  v e h ic le s  fo r  d i s t r ib u t io n .  In  a d d i t io n ,  EPSEP w a s  g r a n te d  4  m i l l io n  in t i s  c r e d i t  fo r th e  d ir e c t  
p u r c h a s e  o f  r a w  m a te r ia l  f ro m  s m a ll - s c a le  f i s h e r m e n  a n d  a  f u r th e r  c r e d i t  o f  6 m i l l io n  in t i s  to  f in a n c e  
th e  i m p l e m e n t a t i o n  o f  a n  a g r e e m e n t  w i th  th e  p r iv a te  s e c to r  to  p r o d u c e  lo w -c o s t  c a n n e d  fish . F in a l ly , 
in  O c to b e r ,  f is h in g  w a s  e x e m p te d  f ro m  p a y m e n t  o f  ta r if f s  a n d  ta x e s  o n  th e  im p o r t  o f  m a c h in e r y  an d  
e q u ip m e n t .
iii)  Mining. M in in g  p r o d u c t io n  g r e w  fo r  th e  s e c o n d  y e a r  in  a  ro w  b y  m o re  t h a n  4 % ,  th e r e b y  
c o m p le t in g  its  re c o v e ry  f ro m  th e  d e c l in e  i t  h ad  u n d e r g o n e  in  1983 (s e e  ta b le  6 ) . In  c o n t r a s t  w i th  th e  
p r e v io u s  y e a r ,  w h e n  g r o w th  b a s ic a lly  re lie d  o n  a n  in c r e a s e  o f  n e a r ly  8%  in  th e  p r o d u c t io n  o f  
h y d r o c a r b o n s ,  in  1985 th e  lead  w a s  ta k e n  b y  m e ta l l ic  m in e r a l s ,  w h o s e  p r o d u c t io n  r o s e  b y  7 % . T h is  
g r o w th  w a s  e s s e n t ia l ly  a t t r ib u t a b l e  to  g r e a t e r  o u tp u t  b y  e n t r e p r e n e u r s ,  w h o  th e r e b y  a im e d  to  o ffse t 
th e  d e c l in e  in  i n t e r n a t io n a l  p r ic e s ;  to  th e  n e w  m in in g  p r o je c ts  w h ic h  c a m e  o n  l in e  ( su c h  a s  th e  
T in ta y a  c o p p e r  m in e )  a n d  to  a  d e c l in e  in  th e  n u m b e r  o f  s t r ik e s . M o r e  p re c is e ly , th e  p r o n o u n c e d  
in c r e a s e  in  i r o n  p r o d u c t io n  — w h ic h  m a d e  fo r  a n  a c c u m u la te d  1 9 8 4 -1 9 8 5  in c r e a s e  o f  a ro u n d  7 5 %  —  
w a s  la rg e ly  th e  c o n s e q u e n c e  o f  th e  r e v iv a l  in  d e m a n d  f ro m  c l ie n ts  in  th e  F a r  E a s t  w h i le  a n  i m p o r t a n t  
fa c to r  b e h in d  th e  in c r e a s e  in  s i lv e r  p r o d u c t io n  w a s  th e  p r o g r a m m e  la u n c h e d  b y  C e n tr a l  R e s e r v e  B a n k  
to  a c c u m u la te  th e  m e ta l ,  a s  p a r t  o f  i ts  p o lic y  to  in c r e a s e  in te r n a t io n a l  r e s e rv e s .
While the useful life of a fishing vessel is theoretically between 10 and 11 years, the average age of Peruvian vessels is 16 years.
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A l th o u g h  t h e  p r o b l e m s  r e s u l t i n g  f ro m  t h e  1983 f lo o d s  h a d  f in a lly  b e e n  o v e r c o m e  in  1 9 8 3 , 
p e t r o l e u m  p r o d u c t io n  g r e w  b y  sc a rc e ly  2 % .  T h is  w a s  m a in ly  d u e  to  t h e  s t a g n a t io n  in  p r o d u c t io n  in  
t h e  c o u n t r y 's  e a s t e r n  a re a , w h ic h  m a y  in  t u r n  b e  a c c o u n te d  f o r  b y  th e  p r o b le m s  a r i s in g  f ro m  th e  
c a n c e l l a t io n  o f  p e t r o l e u m  c o n t r a c t s  in  t h e  f in a l  q u a r te r .  A v e r a g e  d a ily  o u tp u t  d e c l in e d  f ro m  191 8 0 0  
b a r r e ls  d u r i n g  J a n u a r y - S e p te m b e r  to  o n ly  178 5 0 0  b a r r e ls  d u r in g  t h e  f in a l  q u a r te r .
O n  2 8  A u g u s t  t h e  n e w  g o v e r n m e n t  c a n c e lle d  o p e r a t i o n a l  c o n t r a c t s  w i th  t h e  t h r e e  f o re ig n  
c o m p a n ie s  p r e s e n t  in  P e r u ,  w h ic h  t o g e t h e r  p r o d u c e d  tw o  t h i r d s  o f  P e r u v ia n  p e t r o l e u m .3 T h e  m a in  
r e a s o n  fo r  th i s  m o v e  w a s  t h a t  o n ly  a  v e ry  s m a ll  p a r t  o f  t h e  g e n e r o u s  ta x  c r e d i t s  g r a n t e d  b y  th e  
p r e v io u s  g o v e r n m e n t  to  e n c o u r a g e  e x p lo r a t i o n  h a d  in  fa c t b e e n  u s e d  fo r  t h i s  p u r p o s e .
S im u l ta n e o u s ly ,  t h e  g o v e r n m e n t  e n t e r e d  n e g o t i a t i o n s  w i th  fo re ig n  c o m p a n ie s  o v e r  t h e  n e w  
c o n d i t io n s  u n d e r  w h ic h  th e y  w e r e  to  o p e r a t e  in  t h e  c o u n try . D u r i n g  th i s  p e r io d  — w h ic h  c o n t in u e d  
u n t i l  t h e  e n d  o f  t h e  y e a r —  t h e  c o m p a n ie s  w e r e  o b l ig e d  to  h a n d  o v e r  a ll o f  t h e i r  p e t r o l e u m  to  t h e  S ta te  
c o m p a n y ,  P e t r o p e r u ,  a t  a  p r i c e  w h ic h  c o v e r e d  o n ly  t h e i r  o p e r a t i n g  c o s ts . N e v e r t h e l e s s ,  in  N o v e m b e r  
P e t r o p e r u  fe ll b e h in d  w i th  i t s  p a y m e n t s ,  a s  a  r e s u l t  o f  w h ic h  p r o d u c t io n  d e c l in e d  to w a r d s  t h e  e n d  o f  
t h e  y e a r .
F in a l ly ,  O c c id e n ta l  P e t r o le u m  a c c e p te d  th e  g o v e r n m e n t 's  n e w  t e r m s  a n d  u n d e r to o k  to  in v e s t  
U S $ 5 6 7  m i l l io n  in  e x c h a n g e  fo r  a c c e ss  to  a  n e w  c o n c e s s io n  in  t h e  e a s t e r n  r e g io n .  F o r  i ts  p a r t ,  B e lc o  
P e t r o le u m ,  w h ic h  h a d  so  fa r  p r o d u c e d  a p p r o x im a te ly  1 5 %  o f  P e r u v ia n  c ru d e ,  r e je c te d  th e  c o n d i t io n s  
o f fe r e d  b y  th e  g o v e r n m e n t  a n d  a s  a  r e s u l t  i t s  o p e r a t i o n s  w e r e  t a k e n  o v e r  b y  P e t r o p e r u .  T h e  
g o v e r n m e n t  w il l  c o m p e n s a t e  B e lc o , b y  p a y in g  t h e  d i f fe r e n c e  b e tw e e n  t h e  v a lu a t io n  o f  i ts  a s s e ts  a n d
T ab le  6
P E R U : IN D IC A T O R S  O F  M I N I N G  P R O D U C T I O N
G ro w th  ra tes
1982 1983 1984 1985"
1982 1983 1984 1985°
In d e x  o f  m in in g
p r o d u c t io n 6 (1977 = 
T ota l
100)
123.7 114.0 119.2 124.4 7.0 -7 .8 4.6 4.4
M in in g  o f  m eta ls 112.6 110.0 111.0 119.1 8.5 -2.3 0.9 7.3
H y d ro c a rb o n s 214 .9 189.0 203.4 207.7 1.1 -12.1 7.6 2.1
T h o u s a n d s  o f  to n s
M a in  m e ta l-m in in g  
p ro d u c ts
C o p p e r 369 336 375 397 8.0 -8.9 11.7 5.9
Iro n  ore 5  672 2  762 3 916 4  807 -6 .0 -51.3 41 .8 22.8
Silver" 1 660 1 738 1 758 1 879 12.9 4.7 1.2 6.8
L ead 212 213 205 210 9.9 0.5 -3.4 2.2
Z in c 556 577 558 589 11.4 3.8 -3.1 5.4
M ill io n s  o f  b a r re ls
H y d ro c a rb o n s
P e tro le u m 71 63 67 69 1.1 -12.1 7.6 2.1
B y  p ro d u ce r zones:
C oast 16 11 12 14 2.5 -33.2 20.3 7.9
C o n tin e n ta l sh e lf 10 9 10 10 3.3 -11.7 10.0 2.6
E a s te rn  reg io n 45 43 45 45 0.1 -4.8 4 .0 0.4
Source: Ministry of Energy and Mines.
"Preliminary figures. Calculated on the basis of values at 1979 prices. cKilograms.




(1979 =  100)
Table 7
PERU: INDICATORS OF MANUFACTURING PRODUCTION”
G ro w th  ra tes
1982 1983 1984 ms4' 1982 1983 1984 1985m
T o ta l m a n u fa c tu r in g  p r o d u c t io n 103.2 84.7 89.4 92.7 -5 .2 -17 .9 5.5 6.6
F is h  m eal 96 .6 31.8 71 .4 87.1 39.2 -67.1 124.5 38.5
F o o d , b e v e ra g e s  and  to b a c c o 104.3 95 .3 97.7 97 .3 -2 .3 -8 .6 2.5 3.2
F o o d 101.4 87.9 96.6 96.4 -1.4 -13.3 9.9 4.1
B ev erag es 107.8 110.6 -101.1 106.1 -5.5 2.6 -8 .6 8.2
T obacco 117.0 101.9 102.5 86.7 1.0 -12.9 0.6 -12.2
T e x tile s  an d  c lo th in g 106.8 89.0 9 5 .6 103.0 4.1 -16 .7 7.4 20.5
T ex tiles 108.0 90.1 98.4 108.2 7.1 -16.6 9.2 24.7
L ea th e r  and  foo tw ear 81.9 59.4 58.3 55.7 -21.8 -27.5 -1.9 -4.3
P a p e r , p r in t in g  and
p u b l is h in g 102.8 93.5 93.2 89.9 -14 .8 -9 .0 -0 .3 -6 .2
P a p e r  and p a p e r  p ro d u c ts 78.1 70 .8 70.0 67.2 -27.9 -9.3 -1.1 -5.8
C h e m ic a l p ro d u c ts 108.5 9 1 .7 93 .9 9 4 .9 -5.5 -15.5 2.4 1.0
In d u str ia l chem icals 107.3 82.2 101.5 96.9 -5.0 -23.4 23.5 -5.3
O th e r  chem icals 103.3 93.6 75.5 80.0 -9.7 -9.4 -19.3 4.6
P e tro le u m  refin ing 112.2 104.9 116.0 116.8 0.7 -6.5 10.6 0.7
R u b b e r p ro d u c ts 102.5 92.3 99.8 100.7 -11.5 -10.0 8.1 1.3
P la s tic  p ro d u c ts 124.0 89.9 93.1 97.9 -0.3 -27.5 3.6 9.3
N o n - m e ta l l ic  m in e ra l
p ro d u c ts 109.0 88.8 79.5 75.1 -5 .6 -18.5 -10.5 -1.7
P o tte ry  and ch in a 116.5 87.0 1.3 -25.3
G lass and g lass p ro d u c ts 124.7 85.2 89.0 80.3 20.6 -31.7 4.5 -11.4
N o n -m e ta llic  m in era l
item s 102.4 90.2 77.9 74.1 -14.5 -11.9 -13.6 -3.9
B a sic  m eta l p ro d u c ts 89.0 78.3 87.6 93 .3 -3.1 -12 .0 11.9 6.0
Iro n  and steel 67.6 56.2 66.2 71.4 -16.7 -16.9 17.8 11.6
N o n -fe r ro u s  m eta ls 94.6 84.1 93.1 98.9 0.1 -11.1 10.7 5.0
M a c h in e ry  and  m etal
p ro d u c ts 115.2 70.0 70.3 75.2 -21 .8 -39.2 0.4 10.6
P la in  m eta l p ro d u c ts 99.4 68.1 70.6 70.7 -18.3 -31.5 3.7 3.2
N o n -e le c tr ic a l m ach in ery 105.9 66.3 50.9 55.5 -23.8 -37.4 -23.2 11.7
E lectrica l m ach in ery 116.5 81.5 85.1 90.8 -15.7 -30.0 4.4 9.0
T ra n s p o r t  e q u ip m e n t 143.8 53.7 56.6 67.7 -31.3 -62.7 6.0 27.7
Source: Ministry of Industry, Commerce, Tourism and Integration.
"Index of physical volume; annual averages. Preliminary figures. cJanuary-November average. January-November 1985
with respect to the same period in 1984.
t h e  ta x e s  i t  is  c o n s id e re d  to  o w e . F in a l ly ,  t h e  c o n s o r t iu m  f o rm e d  b y  O c c id e n ta l  P e t r o le u m  a n d  th e  
A r g e n t i n e  c o m p a n y  B r id a s  w il l  r e m a in  in  t h e  c o u n t r y ,  b u t  u n d e r  t h e  t e r m s  o f  i t s  p r e v io u s  c o n t r a c t ,  
w h ic h  m e a n s  t h a t  t h e  r a t e  a t  w h ic h  i t  is  ta x e d  w il l  in c r e a s e  f ro m  4 1 .1 %  to  6 8 .5 % .
iv )  Manufacturing. M a n u f a c tu r in g  p r o d u c t io n  c o n t in u e d  t h e  r e c o v e ry  b e g u n  t h e  p r e v io u s  y e a r . 
H o w e v e r ,  o n  a c c o u n t  o f  t h e  s h a r p  d r o p  i t  e x p e r ie n c e d  in  1982 a n d  1 9 8 3 , i t s  le v e l  w a s  s t i l l  f a r  b e lo w  
t h a t  a t  w h ic h  i t  h a d  s to o d  a t  t h e  b e g in n in g  o f  t h e  d e c a d e  ( s e e  ta b le  7 ) . D u r i n g  t h e  y e a r  m a n u f a c tu r in g  
e v o lv e d  in  tw o  c le a r ly  d i s t in c t  p h a s e s .  U n t i l  J u ly , i t  g r e w  a t  a n  a v e r a g e  m o n th ly  r a t e  o f  s o m e w h a t  le s s  
t h a n  1 % , a l t h o u g h  w i th  p r o n o u n c e d  u p s  a n d  d o w n s .  T h is  w a s  e s s e n t ia l ly  d u e  to  t h e  c o n t in u e d  
a p p l ic a t io n  o f  t h e  p o lic y  m e a s u r e s  b r o u g h t  in to  fo rc e  in  1984 , w h ic h  c a lle d  f o r  i n c r e a s in g  p r o t e c t io n  
fo r  n a t io n a l  p r o d u c e r s  a g a in s t  i m p o r t s  a n d  p a y m e n t  o f  t h e  e x t e r n a l  d e b t  to  t h e  S o v ie t  U n io n  in  k in d .
553
T h e  n e w  g o v e r n m e n t  w h ic h  to o k  p o w e r  in  A u g u s t  c a s t  t h e  m a n u f a c tu r in g  s e c to r  in  t h e  r o le  o f  
t h e  m a in  d r iv in g  fo rc e  f o r  s h o r t - t e r m  re c o v e ry . T o  t h i s  e n d ,  i t  e n d e a v o u r e d  to  e s ta b l is h  t h e  c o n d i t io n s  
fo r  a n  in c r e a s e  in  d o m e s t ic  d e m a n d  so  a s  to  b r i n g  a b o u t  s e le c t iv e  r e a c t iv a t io n  o f  m a n u f a c tu r in g  
p r o d u c t io n .  F i r s t  o f  a ll, t h e  e f fo r t  w a s  c e n t e r e d  o n  th o s e  b r a n c h e s  in  w h ic h  t h e r e  w a s  c o n s id e ra b le  id le  
c a p a c ity  a n d  w e r e  c o n s e q u e n t ly  in  a n  e x c e l l e n t  p o s i t i o n  to  r e s p o n d  in  t h e  s h o r t  te r m . A m o n g  t h o s e  
b r a n c h e s ,  m o r e o v e r ,  i t  w a s  d e c id e d  to  p r o m o te  t h e  p r o d u c t io n  o f  th o s e  w h ic h  c o u ld  g e n e r a t e  o r  s a v e  
t h e  m o s t  f o r e ig n  c u r r e n c y ,  a n d  w i t h i n  t h i s  g r o u p ,  e n c o u r a g e m e n t  w a s  to  b e  g iv e n  to  t h o s e  d e v o te d  to  
t h e  p r o d u c t io n  o f  g o o d s  s a t is fy in g  th e  b a s ic  n e e d s  o f  t h e  p o p u la t io n .
V a r io u s  ty p e s  o f  a c t io n  w e r e  t a k e n  in  o r d e r  to  e x p a n d  d o m e s t ic  d e m a n d . M a jo r  w a g e  r e a d ju s t ­
m e n t s  w e r e  in t ro d u c e d ,  w i th  t h e  r e s u l t  t h a t  f o r  t h e  f i r s t  t im e  in  s e v e ra l  y e a r s ,  a  r i s e  in  r e a l  s a la r ie s  a n d  
w a g e s  t o o k  p la c e . T h e  in c r e a s e  in  t h e  p o p u l a t i o n 's  p u r c h a s in g  p o w e r  w a s  e s s e n t ia l ly  to  t h e  a d v a n ta g e  
o f  t h e  p r o d u c e r s  o f  b a s ic  i n d u s t r i a l  g o o d s ,  su c h  a s  fo o d , c lo th in g  a n d  f o o tw e a r .4 M o r e o v e r ,  p r o t e c t io n  
a g a in s t  c o m p e t i t i o n  f ro m  im p o r t e d  a r t ic le s  w a s  in c r e a s e d ;  t h i s  m e a s u r e  in c lu d e d  a  g r e a t e r  n u m b e r  o f  
i m p o r t  p r o h i b i t i o n s  a n d  t h e  i n t r o d u c t io n  o f  a  p r i o r  p e r m i t  f o r  a ll e x t e r n a l  p u r c h a s e s .  T h ir d ly ,  i t  w a s  
d e c id e d  t h a t  t h e  S ta te  s h o u ld  g iv e  p r e f e r e n c e  in  i t s  o w n  p u r c h a s e s  to  d o m e s tic a lly  p r o d u c e d  a r t ic le s .  
E x p o r t s  o f  m a n u f a c tu r e s  to  t h e  S o v ie t  U n i o n  a s  a  m e a n s  o f  s e r v ic in g  t h e  d e b t  o w e d  to  t h a t  c o u n try  
a ls o  c o n t in u e d .  F in a l ly ,  a  n u m b e r  o f  s e p a r a te  m e a s u r e s  w e r e  t a k e n  to  e n c o u r a g e  t h e  h i r in g  o f  la b o u r  
so  a s  to  e n s u r e  a  m o r e  e la s t ic  r e s p o n s e  b y  in d u s t r i a l  e n t e r p r i s e s  in  t h e  s h o r t  te r m .  T o  th i s  e n d ,  t h e  
E m p l o y m e n t  T a x  R e fu n d  C e r t i f ic a te  (CERTEM ) — w h ic h  lo w e r s  t h e  c o s t  o f  h i r in g  a d d i t io n a l  la b o u r—  
w a s  in t ro d u c e d ,  a n d  a u t h o r i z a t i o n  w a s  a ls o  g iv e n  to  h i r e  w o r k e r s  to  w o r k  e x t r a  sh if ts . I n  o r d e r  to  
o v e r c o m e  th e  r e lu c ta n c e  s h o w n  b y  f i rm s  to  in c r e a s e  t h e i r  sO taff, i t  w a s  d e c id e d  t h a t  t h e  l e g is la t io n  
r e l a t i n g  to  j o b  s e c u r i ty  w o u ld  n o t  b e  a p p l ie d  to  la b o u r e r s  h i r e d  in  o r d e r  to  in c r e a s e  t h e  n u m b e r  o f  
sh if ts .  T h e  in i t ia l  im p a c t  o f  t h e  p o lic y  d id  n o t  l iv e  u p  to  e x p e c t a t i o n s ,  a l th o u g h  p r o b le m s  te n d e d  to  
d im in i s h  d u r i n g  t h e  l a s t  q u a r t e r  o f  t h e  y e a r .  W h i l e  d u r in g  A u g u s t  a n d  S e p te m b e r  in d u s t r ia l  
p r o d u c t io n  s h r a n k  b y  1 1 %  a n d  7 % ,  r e s p e c t iv e ly ,  i t  r e c o v e r e d  b y  1 5 %  in  O c to b e r  a n d  b y  4 %  in  
N o v e m b e r .
T h e  d o w n t u r n  w h ic h  m a r k e d  t h e  f i r s t  m o n t h s  w a s  t h e  r e s u l t  o f  s e v e ra l  f a c to r s ,  n o te w o r th y  
a m o n g  w h ic h  w a s  t h e  p r o b le m  o f  i n v e n to r ie s .  F i r m s  h a d  b u i l t  u p  c o n s id e ra b le  in v e n to r ie s  a s  th e y  
c o n s t i t u t e  t h e  b e s t  m e a n s  o f  d e f e n c e  a g a in s t  s p i r a l l i n g  in f la t io n .  H o w e v e r ,  o n c e  t h e  n e w  e c o n o m ic  
p o lic y  g o t  u n d e r w a y ,  t h e  s i tu a t io n  w a s  r e v e r s e d ;  t h u s ,  f i rm s  b e g a n  to  u s e  u p  t h e i r  a c c u m u la te d  s to c k s , 
o f  b o th  i n p u t s  a n d  s a le s  i te m s .  T h is  p r o c e s s  c o n t in u e d  u n t i l  t h e  le v e l  o f  i n v e n to r ie s  r e a c h e d  t h e  n e w  
d e s i r e d  le v e l. A  f u r th e r  c o m p l ic a t io n  in  t h i s  s i tu a t io n  w a s  t h e  d r o p  in  t h e  r a t e  o f  i n t e r e s t  a n d  th e  p r ic e  
f r e e z e ,  w h ic h  t o g e t h e r  m a d e  s e l l in g  o n  c r e d i t  le s s  p r o f i ta b le .
v )  Construction. T h e  s lu m p  w h ic h  h a d  b e e n  a f fe c t in g  t h e  c o n s t r u c t io n  s e c to r  s in c e  1982  b e c a m e  
e v e n  d e e p e r  in  1 9 8 5 , w h e n  t h e  s e c to r 's  p r o d u c t  d r o p p e d  b y  11 %  ( s e e  ta b le  8 ). B o th  p u b l ic  a n d  p r iv a t e  
a c tiv ity  e x p e r ie n c e d  c o n s id e r a b le  s h r in k a g e s .  I n  t h e  c a s e  o f  t h e  la t te r ,  th i s  w a s  d u e  to  s u c h  f a c to r s  a s  
h ig h  p r ic e s  o f  b u i ld in g  m a te r i a l s ,  la c k  o f  s u i ta b le  m o r tg a g e  a r r a n g e m e n t s  a n d  t h e  a c u te  l iq u id ity  
p r o b le m s  f a c in g  b u i ld in g  f i rm s  ( to  a  l a r g e  e x t e n t  c a u s e d  b y  a r r e a r s  in  p a y m e n t s  b y  th e  p u b l ic  s e c to r ) .  
I n  fa c t p r a c t ic a l ly  a ll c o n s t r u c t io n  f i rm s  w e r e  o p e r a t i n g  a t  le s s  t h a n  h a l f  t h e i r  in s ta l le d  c a p a c ity . P u b l ic  
w o r k s  e x p e r i e n c e d  c u tb a c k s  r e s u l t i n g  f ro m  th e  n e e d  to  c o n t r o l  t h e  p u b l ic  d e fic it. A f te r  t h e  n e w  
g o v e r n m e n t  t o o k  o ffic e , t h e r e  w a s  a  c h a n g e  in  e m p h a s i s ,  w i th  p r io r i ty  b e in g  g iv e n  to  s m a ll  w o r k s  
— w a te r  su p p ly  a n d  d r a in a g e ,  r o a d  r e p a i r s ,  f o o tp a th s ,  c o n s t r u c t io n  a n d  r e p a i r  o f  t e r r a c e s  fo r  
a g r ic u l tu r a l  u s e ,  e tc .—  r a t h e r  t h a n  m a jo r  i r r i g a t io n ,  h o u s in g  a n d  r o a d  p r o je c ts ,  w h ic h  h a d  b e e n  g iv e n  
p r e f e r e n c e  b y  t h e  p r e v io u s  g o v e r n m e n t .
c )  Employment
D u r i n g  1985  t h e  e m p lo y m e n t  s i tu a t io n  w o r s e n e d  c o n s id e ra b ly . T h e  r a te  o f  o p e n  u n e m p lo y ­
m e n t  r o s e  b y  o n ly  o n e  p e r c e n ta g e  p o i n t  ( f ro m  1 1 %  to  1 2 % ) ,  b u t  u n d e r e m p lo y m e n t  g r e w  s ig n if i ­
c a n t ly ,  f in a lly  a c c o u n t in g  f o r  a lm o s t  4 3  %  o f  t h e  e c o n o m ic a l ly  a c t iv e  p o p u la t i o n ;  t h u s  fo r  t h e  f i r s t  t im e  
a d e q u a te ly  e m p lo y e d  w o r k e r s  c o n s t i t u t e d  le s s  t h a n  h a l f  o f  t h e  to ta l  la b o u r  fo rc e  ( s e e  ta b le  9 ).
A considerable proportion of the increase in demand for these products was directed towards firms operating within the informal 




PERU: INDICATORS OF CONSTRUCTION ACTIVITY
Growth rates
1982 1983 1984 1985"
1982 1983 1984 1985
G ro ss  d o m e s tic  p r o d u c ts  o f  
c o n s tru c t io n
(index 1977 = 100) 126.6 100.0 100.6 89.6 2.3 -21.0 0.6 -10.9
S ales o f  c o n s tru c t io n  
m a te r ia ls
Index of volume (first 
quarter 1977 = 100)
Sales of some construction
106.9 79.9 81.6 77.9 -1.0 -25.3 2.1 -1.8
materials
Cement 2 4 4 8 1 9 5 9 1 9 3 5 1 7 5 4 1.1 -20.0 -1.2 -9.4
Steel rods for building 
Index of construction
1 4 8 1 1 5 1 2 6 1 1 0 -29.2 -22.1 9.2 -12.6
material prices 
(1982 = 100) 100.0 209.3 439 .9 1 183.4 97.9 109.3 110.2 1690
Source: National Institute of Statistics. 
"Preliminary figures.
Table 9
P E R U : T R E N D S  IN  E M P L O Y M E N T ”
(Percentages)
1980* 1981c 1982¿ 1983e 1984/ 1985"
T o ta l 100.0 100.0 100.0 100.0 100.0 100.0
U n e m p lo y m e n t 7.1 6.8 6.6 9.0 8.9 10.1
U n d e re m p lo y m e n t 26.0 26 .8 28.0 33.3 36.8 42.5
By income 24.2 21.4 24.0 29.5 33.9
Low 10.6 12.5 11.6 14.1 16.0
Medium 6.5 5.6 7.4 7.6 10.5
High 7.1 3.3 5.0 7.8 7.4
By time 1.4 3.0 4.0 3.8 2.9
Underemployment n.s 0.4 2.4 - - -
A d e q u a te ly
e m p lo y e d 66.9 66.4 65.4 57.7 54.3 47.4
Source: Ministry of Labour and Social Security. 
"Excluding domestic employees. April. cJune. ’’July. ’December. August. Preliminary figures.
I n  o r d e r  to  a l le v ia te  th e  d r a m a t ic  e m p lo y m e n t  s i t u a t io n ,  th e  n e w  g o v e r n m e n t  to o k  m e a s u re s  
d e s ig n e d  to  s t im u la t e  th e  h i r i n g  o f  la b o u r  b y  th e  p r iv a t e  s e c to r  a n d  r e d e f in e d  th e  ro le  o f  th e  S ta te  in  
t h e  e c o n o m y .
S u p p o r t  fo r  th e  p r i v a t e  s e c to r  to o k  t h r e e  m a in  fo rm s . F i r s t  o f  a ll, p r o d u c t iv e  s e c to r s  w e r e  
r e a c t iv a te d  b y  su c h  m e a n s  a s  in c r e a s e d  p r o t e c t io n  a n d  th e  lo w e r in g  o f  th e  i n t e r e s t  r a te .  M o r e o v e r ,  in  
N o v e m b e r  th e  m e a s u r e  r e f e r r e d  to  a b o v e , a u th o r i z i n g  th e  h i r i n g  o f  c a s u a l  la b o u r  fo r  a d d i t io n a l  s h if ts ,
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w a s  a d o p te d  o n  t h e  u n d e r s t a n d i n g  t h a t  t h e  p e r s o n n e l  in  q u e s t io n  w o u ld  n o t  b e  c o v e re d  b y  th e  
r e g u la t i o n s  g o v e r n i n g  j o b  s e c u r i ty . T h ir d ly ,  a s  m e n t io n e d  a b o v e , t h e  g o v e r n m e n t  a ls o  s e t  u p  th e  
E m p l o y m e n t  T a x  R e fu n d  C e r t i f ic a te ,  to  b e n e f i t  c o m p a n ie s  w h ic h  c r e a te d  n e w  jo b s  to  m a k e  u s e  o f  
t h e i r  id le  c a p a c ity .5
T h e  a u t h o r i t i e s  a ls o  d e c la r e d  t h a t  h e n c e f o r th  p u b l ic - s e c to r  a c tiv ity  in  t h i s  f ie ld  w o u ld  c e n t r e  o n  
t h e  c r e a t io n  o f  s m a ll  c o n s t r u c t io n  w o r k s  p r o v i d in g  e m p lo y m e n t  fo r  a  la rg e  n u m b e r  o f  w o r k e r s ,  
p r e f e r a b ly  lo c a te d  c lo s e  to  t h e i r  p la c e  o f  r e s id e n c e .  T o  t h i s  e n d ,  t h e  S u p p o r t  P r o g r a m m e  fo r  
T e m p o r a r y  I n c o m e  (PA IT), f in a n c e d  th r o u g h  t h e  B a n c o  d e  la  N a c ió n  a n d  a d m in i s te r e d  b y  Coope­
ración Popular  w a s  s e t  u p .
T h e  n u m b e r  o f  s t r i k e s  fe ll  f o r  t h e  t h i r d  y e a r  in  a  r o w  ( s e e  ta b le  10). T h e  n u m b e r  o f  m a n - d a y s  
lo s t  s h r u n k  b y  11 %  ( p a r t ic u la r ly  d u r in g  t h e  s e c o n d  h a l f  o f  t h e  y e a r ,  w h e n  o n ly  3 8 %  o f  t h e  y e a r 's  to ta l  
n u m b e r  o f  m a n - d a y s  lo s t  w e r e  r e c o r d e d )  a n d  th e  n u m b e r  o f  w o r k e r s  a ffe c te d  fe ll b y  tw o  th i rd s .  
H o w e v e r ,  t h e s e  tw o  f a c to r s  m e a n t  t h a t  t h e  a v e r a g e  d u r a t io n  o f  e a c h  w o r k e r 's  p a r t i c i p a t i o n  in  a  s t r ik e  
in c r e a s e d  c o n s id e ra b ly ,  r i s i n g  f ro m  19 h o u r s  in  1984 to  51 h o u r s  in  1985 ( i .e ., s l ig h t ly  m o r e  t h a n  a  
w o r k in g  w e e k ) .
T a b le  10
P E R U : E V O L U T IO N  O F  L A B O U R  D IS P U T E S ”
1983 1984 1985*




M a n ­













M a n ­
hours
lost
G ro w th  ra te s0 
1984 1985*
T o ta l 786 20  300 709 13 816 238 12 228 -31 .9 -11.5
B y  eco n o m ic  activity: 
A g ric u ltu re  and  fish ing 34 885 2 101 14 2  443 -88.6 2  313.0
M in in g 84 7 853 101 4  469 31 2  482 -43.1 -44.5
M a n u fac tu rin g 63 2  602 33 1 795 43 2  769 -31.0 54.3
C o n s tru c tio n 32 1 514 13 681 10 496 -55.0 -27.2
T ra n s p o r t ,  s to ra g e  and 
co m m u n ica tio n s 60 1 407 37 1 173 36 1 589 -16.6 35.5
C o m m erce  and  b an k s 69 1 350 55 1 088 48 1 130 -19.4 3.9
O th e rs 444 4  689 468 4  509 182 1 319 -3.8 -70.7
B y causes: 
R e m u n e ra tio n s 161 11 280 108 6 036 107 5 383 -46.5 -10.7
R e in s ta te m e n t to  w o rk 27 4 6 8 10 550 13 941 17.4 71.2
E co n o m ic  and  financial policy 
o f  th e  e n te rp r is e 63 1 004 8 195 15 2  097 -80.6 976.6
N o n -fu lf ilm e n t o f  
co llec tive  a g re e m e n ts 63 2  500 56 1 981 26 1 533 -20.8 -22.6
S o lidarity 12 474 8 175 42 976 -63.0 456 .9
R ise  in  th e  cost o f  liv in g 380 3 036 393 3 143 6 138 3.5 2  174.8
R e g io n a l o r local reaso n s 33 542 105 959 4 237 76.9 -75.3
O th e rs 47 996 21 777 25 923 -22.0 18.8
Source: Ministry of Labour and Social Security.
"All values are expressed in thousands. Preliminary figures. ' Of man-hours lost.





PE R U : B A L A N C E  OF P A Y M E N T S
1979 1980 1981 1982 1983 1984 1985"
B a la n ce  o n  c u r re n t  a c c o u n t 606 -72 -1 8 8 9 -1 776 -1 0 9 1 -412 -61
T rad e  balance 1 573 763 -869 -743 39 787 949
E x p o rts  o f  goo d s and serv ices 4  084 4  650 4  019 4  077 3 728 3 820 3 616
G o o d s FO B 3 4 9 0 3 899 3 250 3 294 3 017 3 149 2  966
R eal se rv ices 595 751 770 783 711 671 650
T ra n s p o r t  and  in su ran ce 255 284 286 293 262 206 195
T ravel 189 292 263 252 209 209 200
Im p o rts  o f  g o ods and  services 2  511 3 887 4  889 4  820 3 689 3 033 2  667
G o ods FO B 1 951 3 062 3 803 3 721 2  723 2  141 1 869
R eal serv ices 560 825 1 087 1 097 966 892 798
T ra n s p o r t  and  in su ran ce 326 433 559 525 447 379 330
T rav e l 44 107 175 205 191 181 160
F ac to r  serv ices -966 -835 -1 020 -1 0 3 4 -1 132 -1 199 -1 010
P ro fits -393 -292 -252 -118 -137 -53
In te re s t  received 58 201 204 109 115 158
In te re s t  paid -633 -743 -970 -1 025 -1 110 -1 303
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts - - - - - - -
B a la n ce  o n  cap ita l a c c o u n t 479 725 1 222 160 5 1 006 662 379
U n re q u ite d  official t ra n s fe r  p a y m e n ts 122 134 166 166 220 159 127
L o n g -te rm  cap ital 539 273 438 1 143 1 237 1 231
D ire c t in v e s tm e n t (n e t) 70 27 125 48 38 -88
P o rtfo lio  in v e s tm e n t (n e t) - - - - - -
O th e r  lo n g - te rm  cap ital 469 246 313 1 095 1 199 1 319
Official se c to rc 502 182 179 937 1 284 1 433
L o ans d isbu rsed 1 632 1 581 1 621 2  043 2  577 2  681
A m o r tiz a tio n  p a y m e n ts -1 106 -1 391 -1 4 3 9 -1 106 -1 292 -1 624
C o m m erc ia l b a n k s ' - - - - - -
L o ans d isb u rsed - - - - - - 252
A m o rtiz a tio n  p a y m e n ts - - - - - -
O th e r  s e c to rs ' -32 64 134 158 -85 -114
L o ans d isbursed 89 181 294 378 131 100
A m o r tiz a tio n  p a y m e n ts -119 -117 -160 -221 -217 -214
S h o rt- te rm  cap ita l (n e t) -294 501 38 -140 -26 -170
Official sec to r -300 90 7 -263 61 -
C o m m erc ia l banks -53 13 32 - -22 -
O th e r  sec to rs 58 398 -2 123 -66 -170
E rro rs  and o m iss io n s  (n e t) 113 -186 579 4 3 8 -425 -557
G lo b a l b a la n c e '' 1 085 653 -667 -171 -85 250 318
T ota l v a r ia tio n  in  rese rv es 
(- sign  in d ica tes  an  increase ) -1 0 6 6 -607 611 150 53 -290
M o n e ta ry  gold -64 -173 -118 - - -
Special D ra w in g  R ig h ts -100 94 1 -22 32 -22
IM F  rese rv e  p o s itio n - - - - - -
F o re ig n  ex ch an g e  asse ts -1 030 -553 769 -119 -48 -246
O th e r  asse ts -29 43 46 29 21 -
U se  m ad e  o f  IM F  c red it 158 -17 -87 262 48 -22
Source: 1979-1984: International Monetary Fund, B alance o f  Payments Yearbook, match 1986; 1985: ECLAC, on the basis of official data.
"Preliminary figures. ’Real services also include other official and ptivate ttansactions, but not factor setvices. cIn addition to
loans disbutsed and amortization payments made, this entry includes net loans granted and othet assets and liabilities. The global
balance is the sum of the current account balance plus the balance on capital account. The difference between total variation in reserves of 
opposite sign and the global balance is equivalent to the value of counterpart items — monetization of gold, allocation of Special Drawing 
Rights and variations due to revaluation.
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3. T h e  e x t e r n a l  s e c to r
a )  Main trends and exchange policy
T h e  d e f ic i t  o n  t h e  b a la n c e - o f - p a y m e n ts  c u r r e n t  a c c o u n t  (U S $ 6 0  m i l l io n )  w a s  t h e  s m a l le s t  s in c e  
198 0  ( s e e  ta b le  11). T h is  r e s u l t  w a s  a t t r ib u t a b l e  to  a n  in c r e a s e  in  t h e  t r a d e  s u r p lu s  (a s  t h e  v a lu e  o f  
i m p o r t e d  g o o d s  s h r a n k  b y  m o r e  t h a n  t h a t  o f  e x p o r t s  o f  g o o d s )  a n d  to  a  s l ig h t  d e c l in e  in  t h e  n e t  
p a y m e n t  o f  f in a n c ia l  a n d  n o n - f in a n c ia l  s e rv ic e s . A s  fo r  t h e  s u r p lu s  o n  t h e  c a p i ta l  a c c o u n t ,  i t  d e c l in e d  
a g a in :  b u t  b y  a  s m a l le r  a m o u n t  t h a n  t h a t  r e p r e s e n t e d  b y  t h e  d e f ic i t  o n  t h e  c u r r e n t  a c c o u n t ,  a n d , 
c o n s e q u e n t ly ,  n e t  i n t e r n a t io n a l  r e s e r v e s  in c r e a s e d  b y  m o r e  t h a n  U S $ 3 0 0  m i l l io n .
T h e  c h a n g e  in  t h e  e c o n o m ic  p o lic y  a p p r o a c h  d u r in g  198 5  w a s  c le a r ly  r e f le c te d  in  t h e  e x c h a n g e  
f ie ld . A t  f i r s t ,  t h e  o ld  p o l ic y , w h ic h  r e m a in e d  in  fo rc e  u n t i l  J u ly  a n d  w a s  a im e d  a t  d e f e n d in g  th e
T a b le  12
P E R U : E V O L U T IO N  O F  E X C H A N G E  R A T E S
A n n u a l and
N o m in a l E ffective real ex ch an g e  ra te  indexes
quarterly
ex ch an g e  ra tes  
( in tis  per
E x p o rts Im p o rts
av erag es d o lla r) A B A B
1975 0.04 76.6 67.2 76.1 66 .8
1976 0.06 80.7 73.7 81.5 74.5
1977 0.08 90.4 85.0 90.3 84.9
1978 0.16 113.1 113.0 112.8 112.7
1979 0.23 106.9 108.9 107.3 109.3
1980 0.29 100.0 100.0 100.0 100.0
1981 0.42 86.5 86.8 85.5 85.8
1982 0.70 88.8 85.3 88.1 84.6
1983 1.63 93.7 9 3 8 92.1 92.2
1984 3.47 88.9 94.7 87.6 93.4
1985 10.97 103.0* 113.7 101.4* 112.0
1983
I 1.10 95.0 90.4 93.5 89.0
II 1.43 95.7 92.4 93.7 90.4
III 1.85 94.0 96.1 92.5 94.5
IV 2.12 90.2 96.2 88.7 94.6
1984
I 2.45 85.9 90.7 84.5 89.2
11 3.02 89.0 93.8 87.7 92.4
HI 3.71 87.6 95.0 86.5 93.8
IV 4.68 93.2 99.4 91.9 98.1
1985
I 7.00 100.8 109.3 99.6 108.0
II 9.70 103.1 113.0 101.4 111.2
III 13.26 104.3 117.5 102.7 115.7
IV 13.94 103.8* 115.0 102.0* 113.2
Source: ECLAC, on the basis of information from the International Monetary FUnd Publication, International fin an cia l Statistics.
Noce: A: the national products sub-index of the wholesale price index was used.
B: the consumer price index was used.
"Corresponds to the average real exchange rate indexes for the intt lis-a-tis the currencies of Peru’s main trading partners, wighted according to 
the relative size of exports or imports, as the case may be, to or from those countries. Between 1975 and 1979 these weightings correspond to 
the average for these years and from 1980 to the average for the 1980-1983 period. In the calculations preference has been given to wholesale 




P E R U : M A I N  I N D IC A T O R S  O F  F O R E IG N  T R A D E  I N  G O O D S
Table 13
1980 1981 1982 1983 1984 1985
G ro w th  ra tes
E x p o rts
V alu e 11.7 -16.6 1.3 -8.4 4.4 -5.8
V olum e -10.7 -5.4 14.0 -11.4 8.1 3.8
U n it value 25.2 -11.9 -11.1 3.3 -3.5 -9.2
Im p o rts
V alu e 56.9 24.2 -2.1 -26.8 -21.4 -12.7
V o lu m e 35.7 194 3.0 -25.8 -18.0 -8.8
U n it value 15.7 4.0 -5.0 -1.4 -4.0 -4.3
T e rm s o f  tra d e 8.8 -15.6




P u rc h a s in g  p o w er o f
ex p o rts 100.0 79.8 84.6 78.4 84.3 82.7
V o lu m e  o f  e x p o rts 100.0 94.6 107.9 95.6 103.4 107.3
T e rm s  o f  tra d e 100.0 84.4 78.5 82.0 88.6 86.5
S o u rc e * .  l iC L A C ,  o n  t h e  b a s is  o f  o f f ic ia l  f ig u r e s .
c o u n t r y 's  c o m p e t i t i v e n e s s  b y  m e a n s  o f  a  b e t t e r  p a r i ty  e x c h a n g e  r a te  w a s  p u r s u e d  a n d  in te n s if ie d . 
C o n s e q u e n t ly ,  d u r i n g  t h e  f i r s t  h a l f  o f  th e  y e a r  t h e  r e a le f f e c t iv e  e x c h a n g e  r a t e  f o r  e x p o r t s  (d e f la te d  b y  
t h e  c o n s u m e r  p r ic e  in d e x )  in c r e a s e d  b y  1 4 %  (se e  t a b le  12).
A s  f ro m  A u g u s t ,  h o w e v e r ,  a  d i f f e r e n t  v ie w  w a s  t a k e n  o f  t h e  r o le  o f  t h e  e x c h a n g e  r a t e ,  w h ic h  
b e g a n  to  b e  r e g a r d e d  a s  e s s e n t ia l ly  a n  i n s t r u m e n t  f o r  c o m b a t in g  in f la t io n .  T h u s ,  t h e  e x t e r n a l  a c c o u n ts  
w e r e  b a la n c e d  b y  o t h e r  m e a n s  su c h  a s  b y  r e s t r i c t i n g  d e b t  s e rv ic in g  p u t t i n g  a d m in i s t r a t i v e  c o n s t r a in t s  
o n  i m p o r t s  a n d  t a k in g  a  m o r e  d e t e r m in e d  a p p r o a c h  to  t h e  p r o m o t i o n  o f  n o n - t r a d i t i o n a l  e x p o r t s .  
T h u s ,  a f te r  h a v i n g  d e v a lu e d  th e  in t i  a t  t h e  e n d  o f  J u ly , t h e  g o v e r n m e n t  f ro z e  t h e  o ffic ia l e x c h a n g e  r a te  
u n t i l  t h e  e n d  o f  t h e  y e a r .  P r im a r i l y  b e c a u s e  o f  t h e  su c c e ss  o f  t h e  a n t i - in f l a t io n  p r o g r a m m e ,  h o w e v e r ,  
t h e  r e a l  e f fe c tiv e  e x c h a n g e  r a t e  d id  n o t  d e c l in e  d u r in g  th e  s e c o n d  h a l f  o f  t h e  y e a r ,  b u t  a c tu a lly  ro s e  b y  
2 % .  T h is  b r o u g h t  i ts  t o t a l  in c r e a s e  in  1985 to  1 9 % , t h e  h ig h e s t  f ig u re  d u r in g  t h e  p r e s e n t  d e c a d e .
I n  a d d i t io n  to  t h e  o ffic ia l e x c h a n g e  r a t e ,  a  p a r a l l e l  m a r k e t  w a s  a l lo w e d  to  e x is t ,  o n  w h ic h  p a r i ty  
r e m a in e d  a r o u n d  2 5  % a b o v e  t h e  o ff ic ia l r a te .  T h is  m a r k e t  w a s  r e g u la te d  b y  t h e  C e n t r a l  R e s e r v e  B a n k  
t h r o u g h  i t s  p u r c h a s e s  o f  c u r r e n c y ,  w h ic h  f lu c tu a te d  b e tw e e n  U S $ 3  a n d  U S $ 5  m i l l io n  a  day .
T h e  p a r a l l e l  m a r k e t  w a s  in  fa c t  u s e d  a s  a  m e a n s  o f  c a r r y in g  o u t  h id d e n  d e v a lu a t io n s  d e s ig n e d  to  
im p r o v e  t h e  p r o f i ta b i l i ty  o f  e x p o r t  a c t iv i t ie s .  I n  s im p le  t e r m s ,  t h e  m e c h a n is m  a llo w e d  e x p o r t e r s  to  
e x c h a n g e  a n  in c r e a s in g ly  la rg e  p r o p o r t i o n  o f  t h e i r  in c o m e  in  fo re ig n  c u r re n c y  o n  t h e  p a r a l l e l  m a r k e t ;  
a t  t h e  e n d  o f  t h e  y e a r ,  t h e  a t t a in a b le  ta x  w a s  2 0 %  fo r  n o n - t r a d i t i o n a l  e x p o r t s  a n d  5 %  fo r  t r a d i t i o n a l  
e x p o r t s .
b )  External trade
T h e  t r a d e  s u r p lu s  in c r e a s e d  b y  m o r e  t h a n  2 0 % ,  r e a c h in g  t h e  a m o u n t  o f  a p p r o x im a te ly  U S $ 9 5 0  
m i l l io n ,  w h i le  b a r e ly  f o u r  y e a r s  p r e v io u s ly  t h e  t r a d e  a c c o u n t h a d  c lo s e d  w i th  a  d e f ic i t  o n  t h e  o r d e r  o f  
U S $ 8 7 0  m i l l io n  ( s e e  t a b le  11 ). N e v e r t h e l e s s ,  t h e  t r a d e  s u r p lu s  w a s  e q u iv a le n t  to  o n ly  t h r e e  f i f th s  o f  
t h e  1979  f ig u re . A s  in  t h e  p r e c e d in g  tw o  y e a r s ,  t h e  1985 s u r p lu s  w a s  a c h ie v e d  t h a n k s  to  a n o th e r  
m a r k e d  s h r in k a g e  ( - 1 2 % )  in  i m p o r t s  o f  g o o d s  a n d  s e rv ic e s ,  w h ic h  w e r e  5 5 %  u n d e r  t h e i r  1981 le v e l. 
A s  f o r  e x p o r t s  th e y  s to o d  a t  t h e i r  lo w e s t  le v e l  s in c e  1978.
i)  Exports. T h e  v a lu e  o f  e x p o r t s  o f  g o o d s  s h r a n k  b y  6 % ,  a n d  fe ll b e lo w  U S $ 3  b i l l io n  f o r  t h e  f irs t  
t im e  s in c e  19 7 9  ( s e e  ta b le s  13 a n d  14).
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S a le s  o f  t r a d i t i o n a l  p r o d u c t s  a b ro a d  fe ll b y  7 % ,  d e s p i te  t h e  fa c t t h a t  t h e  v o lu m e  o f  e x p o r t s  o f  s ix  
o f  t h e  t e n  m o s t  i m p o r t a n t  i t e m s  in c r e a s e d . T h is  w a s  t r u e ,  in  p a r t i c u l a r  o f  c o t to n  (1 to  6 % )  a n d  
f i s h m e a l  ( 2 5 % ) .  H o w e v e r ,  t h e  a v e ra g e  p r ic e  o f  s e v e n  o f  th e s e  p r o d u c t s  s h r a n k ,  w h i le  t h a t  o f  c o p p e r  
r e m a in e d  p r a c t ic a l ly  t h e  s a m e ;  t h u s ,  t h e  o n ly  p r ic e s  w h ic h  in c r e a s e d  s ig n if ic a n t ly  w e r e  t h o s e  o f  co ffe e  
a n d  i r o n  ( s e e  t a b l e  15). H a d  p r ic e s  r e m a in e d  a t  t h e i r  1984  le v e l ,  t h e  v a lu e  o f  t r a d i t i o n a l  e x p o r t s  w o u ld  
h a v e  b e e n  s o m e  U S $ 2 3 0  m i l l io n  h i g h e r  t h a n  th e y  a c tu a lly  w e re .
A s  fa r  a s  t h e  v a lu e  o f  n o n - t r a d i t i o n a l  e x p o r t s  is  c o n c e r n e d ,  i t  s h r a n k  b y  1 % , a f te r  h a v in g  g r o w n  
b y  3 0 %  in  1984. T h is  t o o k  p la c e  d e s p i te  t h e  in c r e a s e  in  e x te r n a l  s a le s  o f  s o m e  o f  t h e s e  p r o d u c t s ,  
w h ic h  w e r e  u s e d  a s  p a y m e n t  in  k in d  f o r  t h e  e x t e r n a l  d e b t  o w e d  to  c e r ta in  c o u n t r i e s ,  a n d  n o t  
w i t h s t a n d i n g  t h e  e x t e n s io n  o f  t h e  E x p o r t s  T a x  R e tu r n  C e r t i f ic a te  (CERTEX) to  n e w  p r o d u c t s  ( p e a r s ,  
a p p le s ,  o l iv e  o i l )  a n d  o f  i ts  in c r e a s e  in  t h e  c a s e  o f  o t h e r s  ( c lo th in g ,  f o r  e x a m p le ) .
In  v ie w  o f  t h e  s h o r t a g e  o f  e x t e r n a l  fu n d in g ,  f o rm s  o f  t r a d e  su c h  a s  b a r te r ,  c o u n te r t r a d e ,  s w itc h  
t r a d in g ,  e tc . ,  a c q u ir e d  in c r e a s in g  im p o r ta n c e .  T o  th i s  e n d ,  t h e  1985 B u d g e t  A c t p r o v id e d  fo r  t h e  
e s t a b l i s h m e n t  o f  t h e  C o m m i t t e e  o n  C o u n te r t r a d e  a n d  a u th o r iz e d  th e  M in i s t r y  o f  E c o n o m ic s  a n d  
F in a n c e  to  c o n t r a c t  a  d e b t  t o t a l l i n g  1.26 b i l l io n  i n t i s  w i th  t h e  C e n t r a l  R e s e r v e  B a n k  in  o r d e r  to  c o v e r  
p a y m e n t s  to  e x p o r t e r s  w h o  e x p o r t e d  g o o d s  a s  d e b t  s e rv ic in g .
T ab le  14
P E R U : E X P O R T S  O F  G O O D S , F O B
M illio n s o f  do llars
P e rcen tag e
b reak d o w n
G ro w th  ra tes
1982 1983 1984 1985" 1980 1985° 1983 1984 1985°
T o ta l 3 293 3 015 3 147 2 9 6 6 100.0 100.0 -8.4 4 .3 -5 .8
T ra d i t io n a l  p ro d u c ts 2  531 2  460 2  421 2  247 78.7 75.8 -2 .8 -1 .6 -7.2
F ish  m eal 202 79 137 117 4.9 3.9 -60.9 73.4 -14.6
C ro p -fa rm in g  p ro d u c ts 218 196 198 228 5.8 7.7 -10.1 1.0 15.2
C o tto n 85 44 23 52 1.8 1.8 -48.2 -47.7 126.1
S ugar 20 35 49 25 0.3 0.8 75.0 40.0 -49.0
Coffee 113 117 126 151 3.6 5.1 3.5 7.7 19.8
M in in g  p ro d u c ts 1 257 1 509 1 301 1 145 44 .9 38.6 20.0 -13.8 -12.0
C o p p e r 460 443 442 464 19.3 15.6 -3.7 -0.2 5.0
Iro n 108 75 58 73 2.4 2.5 -30.6 -22.7 25.9
R efined  silver 205 391 227 139 8.0 4.7 90.7 -41.9 -38.8
L ead 216 293 233 200 9.8 6.7 35.6 -20.5 -14.2
Z in c 268 307 341 269 5.4 9.1 14.6 11.1 -21.1
P e tro le u m  and p e tro le u m  
p ro d u c ts 719 544 618 646 20.3 21.8 T24.3 13.6 4.5
O th e r ' 135 132 167 111 2.7 3.7 -2.2 26.5 -33.5
N o n - t r a d i t io n a l  p ro d u c ts 762 555 726 719 21 .3 24.2 -27.2 30.8 -1 .0
A g ricu ltu ra l 70 56 74 94 1.8 3.2 -20.0 32.1 27.0
T ex tiles 281 186 258 242 5.9 8.2 -33.8 38.7 -6.2
F ish eries 98 80 167 127 3.1 4.3 -18.4 108.8 -24.0
M etal p ro d u c ts  
and m ach in ery 50 43 47 31 1.4 1.0 -14.0 9.3 -34.0
C h e m ica ls 65 45 44 46 2.2 1.6 -30.8 -2.2 4.5
Iro n  and steel p ro d u c ts 71 55 59 87 2.1 2.9 -22.5 7.3 47.5
N o n -m e ta llic  m in era ls 34 17 17 17 1.5 0.6 -50.0 - -
O th e r '' 93 73 60 75 3.5 2.5 -21.5 -17.8 25.0
Source: Central Reserve Bank of Peru.
"Preliminary figures. ''Includes silver content. 'Includes mainly gold and minora metals. Includes leading gold and
silver jewellery items, wtxnl and paper, hides and skins and handicraft items.
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PERU
P E R U : V A L U E , V O L U M E  A N D  P R IC E S  O F  
M A IN  E X P O R T  P R O D U C T S ”
Table 15
1980 1981 1982 1983 1984 1985*
F ish  m ea l
V alu e 192 141 202 79 137 117
V o lu m e 416 285 616 205 401 499
P rice ' 460.6 494 .7 328.8 386.7 342.4 233 .7
C o t to n
V alue 72 64 85 44 23 52
V o lu m e 701 685 1 287 670 246 633
P ric e ' 102.1 92.8 66.1 66.4 92.5 82.4
S u g a r
V alue 13 - 20 35 49 25
V o lu m e 53 - 60 89 116 65
P ric e ' 11.4 - 15.2 17.9 19.4 17.5
C offee
V alue 141 106 113 117 126 151
V o lu m e 44 46 44 56 51 60
P ric e ' 147.0 107.4 119.6 96.8 112.7 115.9
C o p p e r
V alue 752 529 460 443 442 464
V o lu m e 350 322 335 292 337 354
P r ic e 7 97.4 74.7 62.3 68.8 59.4 59.5
I r o n  o re
V alue 95 93 108 75 58 73
V olum e* 5.7 5.3 5.7 4.3 4.1 4.9
P rice 16.5 17.7 19.1 17.5 14.1 15.0
R e fin e d  s ilv e r
V alue 312 312 205 391 227 139
V o lu m e1 15.9 28.0 26.0 32.7 26.8 22.4
P ric e7 19.6 11.1 7.9 11.9 8.5 6.2
L e a d
V alue 383 219 216 293 233 200
V o lu m e 154 146 177 191 180 171
P rice 112.8 68.0 55.2 69.6 58.7 53.0
Z in c
V alue 210 272 268 307 341 269
V o lu m e 438 4 9 9 491 522 512 461
P r ic e 7 21.8 24.7 24.8 26.7 30.2 26.4
P e tro le u m  a n d  d e r iv a tiv e s
V alu e 792 692 719 544 618 646
V o lu m e 22.4 19.9 22.7 20.5 23.5 27.0
P rice 35.3 34.7 31-6 26.6 26.3 23.9
Source: Central Reserve Bank oí Peru.
"Values in millions oi dollars and volumes in thousands of tons, unless otherwise indicated; prices as indicated. Preliminary
figures. ’Dollars per ton. ''Thousands of quintals. 'Dollars per quintal. U.S. cents per pound. 'Millionsof long
tons. Dollars per long ton. 'Millions of troy ounces. 'Dollars per troy ounce. Millions of barrels. Dollars per
barrel.
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ii)  Imports. A f te r  h a v in g  fa l le n  b y  m o r e  t h a n  2 0 %  b o th  in  1983 a n d  in  1 9 8 4 , im p o r t s  d e c l in e d  
in  v a lu e  b y  1 3 %  in  1 985 . T h u s ,  o v e r  t h e  3 -y e a r  p e r i o d  1 9 8 3 -1 9 8 5 , im p o r t s  fe ll  b y  a lm o s t  o n e  half, a s  a  
r e s u l t  o f  t h e  p r o c e s s  o f  e x t e r n a l  a d ju s tm e n t  ( s e e  ta b le  13). M o s t  o f  th e  e n o r m o u s  e f fo r t  r e p r e s e n te d  
in  t h i s  r e s u l t  fe ll  o n  t h e  s h o u ld e r s  o f  t h e  p r i v a t e  s e c to r ,  w h o s e  i m p o r t s  w e r e  e q u iv a le n t  to  4 7 %  o f  
t h e i r  1982  le v e l ;  w h i le  in  t h e  c a s e  o f  t h e  p u b l ic  s e c to r ,  t h i s  f ig u re  w a s  5 5 % .  D u r i n g  t h i s  p e r io d ,  t h e  
s h r in k a g e  in  i m p o r t s  o f  c o n s u m e r  g o o d s  w a s  p a r t i c u la r ly  p r o n o u n c e d  ( - 6 6 % ) ,  w h i le  t h e  d e c l in e  in  
p u r c h a s e s  o f  c a p i t a l  g o o d s  ( -5 4 % )  w a s  c o n s id e ra b ly  g r e a t e r  t h a n  t h a t  a f fe c tin g  in p u t s  ( -3 7 % )  ( s e e  
t a b l e  16).
T h e  a p p o i n t m e n t  o f  t h e  n e w  g o v e r n m e n t  b r o u g h t  a b o u t  a  r e in f o r c e m e n t  o f  p o lic y  d e s ig n e d  to  
a c h ie v e  g r e a t e r  u s e  o f  in s ta l l e d  c a p a c ity  in  lo c a l in d u s try  w i th  a  v ie w  to  i m p o r t  s u b s t i tu t io n .  T h u s ,  a s  
p a r t  o f  t h e  s e t  o f  m e a s u r e s  a n n o u n c e d  in  A u g u s t ,  a  p r i o r  p e r m i t  w a s  r e q u i r e d  f o r  a ll i m p o r t s ,  w i th  t h e  
s o le  e x c e p t io n s  o f  t h o s e  r e p r e s e n t i n g  g if ts ,  p r e s e n t s  a n d  p e r s o n a l  p r o p e r ty .  I n  O c to b e r  a  to t a l  o f  2 1 6  
p r o d u c t s  b e c a m e  s u b je c t  to  t h e  i m p o r t  b a n  a s  th e y  w e r e  c o n s id e re d  to  c o m p e te  w i th  n a t io n a l  
p r o d u c t io n ,  a n d  t h e  v a r io u s  d e p a r t m e n t s  o f  t h e  p u b l ic  s e c to r ,  in c lu d in g  a ll t h o s e  f i rm s  in  w h ic h  th e  
S ta te  h e ld  a  m a jo r i ty  o f  t h e  s h a r e s ,  e i t h e r  d ir e c t ly  o r  in d i re c t ly ,  w e r e  g iv e n  t h e  o b l ig a t io n  o f  
p u r c h a s i n g  n a t io n a l  p r o d u c t s  w h e n e v e r  t h e s e  w e r e  c o m p e t i t i v e  in  q u a l i ty ,  a v a i la b i l i ty  a n d  p r ic e .
T a b le  16
P E R U : I M P O R T S  O F  G O O D S , F O B
M illio n s  o f  d o lla rs P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1982 1983 1984 1985" 1980 1985" 1983 1984 1985°
T o ta l 3 721 2  722 2  140 1 8 6 9 100.0 100.0 -26 .8 -21.4 -12.7
P u b lic  sector 1 421 1 343 857 788 43 .8 42.2 -5.5 -36.2 -8.1
P riv a te  secto r 2  300 1 379 1 283 1 081 56.2 57.8 -40.0 -7.0 -15.7
C o n s u m e r  g o o d s 464 349 255 156 12.5 8.3 -24 .8 -26 .9 -38 .8
P ub lic  sector 48 97 38 54 4.0 2.9 102.1 -60.8 42.1
P riv a te  secto r 416 252 217 102 8.5 5.5 -39.4 -13.9 -53.0
In te rm e d ia te  g o o d s 1 321 1 026 949 837 37.9 44 .8 -22 .3 -7.5 -11 .8
P ub lic  secto r 395 442 324 296 13.6 15.8 11.9 -26.7 -8.6
P riv a te  sector 926 584 625 541 24.3 29.0 -36.9 7.0 -13.4
C a p ita l g o o d s 1411 900 771 645 35.2 34.5 -36.2 -14 .3 -16 .3
P u b lic  secto r 518 457 400 261 13.8 14.0 -11.8 -12.5 -34.8
P riv a te  secto r 893 443 371 384 21.4 20.5 -50.4 -16.3 3.5
M is c e lla n e o u s  item s and
a d ju s tm e n t 525 447 165 231 14.4 12.4 -14 .9 -63.1 40 .0
P u b lic  sector 460 347 95 176 12.4 9.4 -24.6 -72.6 85-3
P riv a te  secto r 65 100 70 55 2.0 2.9 53.8 -30.0 -21.4
I m p o r ts  o f  th e  p r in c ip a l
fo o d sc 359 422 289 191 13.3 10.2 17.5 -31.5 -33 .9
W h e a t 155 152 141 104 4.6 5.6 -1.9 -7.2 -26.2
M a ize  and  so rg h u m 56 61 18 32 2.1 1.7 8.9 -70.5 77.8
D a iry  p ro d u c ts 60 39 30 22 1.4 1.2 -35.0 -23.1 -26.7
Soya oil 28 46 34 19 0.7 1.0 64.3 -26.1 -44.1
M e a ts 43 21 21 14 0.4 0.7 -51.2 - -33.3
O th e rs '' 17 103 45 - 4.0 - 505.9 -56.3
Source: Central Reserve Bank of Peru.
"Preliminary figures. ’’Defence equipment, non-monetary gold and other imports. ’ Included in consumer or intermediate goods, as 
applicable. JRice and sugar.
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q u a r te r G old"
In te n n a tio n a l asse ts
A sse ts  
SD R * fore ign  
cu rre n cy 0
T ota l
In te rn a ­





in te rn a ­
tional
rese rv es
N e t  in te rn a tio n a l 
rese rv es  as a 
p e rc e n ta g e  o f  
im p o rts  o f  goods 
an d  services
1975 80 43 345 468 352 116 3.8
1976 80 4 284 368 1 120 -752 -28.6
1977 80 3 374 457 1 558 -1 101 -40.9
1978 75 11 506 592 1 617 -1 025 -49.5
1979 175 118 1 565 1 858 1 304 554 22 .1
1980 432 44 2  077 2  553 1 277 1 276 32.8
1981 432 40 1 351 1 823 1 051 772 15.8
1982 432 61 1 536 2  029 1 133 896 18.6
1983
1984
432 27 1 616 2  075 1 219 856 23.2
I 432 49 1 608 2  089 1 294 795
II 432 63 1 660 2  155 1 262 893
III 432 47 1 806 2  285 1 244 1 041
IV
1985
432 46 1 810 2  288 1 185 1 103 36.4
I 332 46 1 709 2  087 1 104 983
II 332 46 1 570 1 948 975 973
HI 332 49 1 667 2  048 1 020 1 028
I V 451 51 1 970 2  472 1 062 1 410 52.9
Source: Central Reserve Bank of Peru.
"Gold held by banks, either in vault or in custody abroad, and the country’s gold contribution to the International Monetary Fund. 
(IMF). ASpecial Drawing Rights. ’Demand and time deposits in foreign currency, in banks and with agents abroad, and other
international assets, such as bonds in the World Bank, contribution to the Andean Reserve Fund and deposits in local banks. On average, the 
latter represented V7( of the amounts record in this column during 1982 and 198.1 Mainly liabilities with the International Monetary
Fund, short-term liabilities with foreign banks and balances with ALADI. ’Preliminary figures.
S im u l ta n e o u s ly ,  h o w e v e r ,  i m p o r t s  o f  m a c h in e r y  a n d  e q u ip m e n t  fo r  u s e  in  a g r ic u l tu r e  a n d  f is h in g  
w e r e  l ib e r a l iz e d ,  p r o v id e d  th e y  d id  n o t  c o m p e te  w i th  n a t io n a l  p r o d u c t io n .
c )  Trade in services and factor payments
A s  in  t h e  p r e c e d in g  tw o  y e a r s ,  e x p o r t s  o f  r e a l  s e rv ic e s  d e c l in e d  ( - 3 % ) ,  f a l l in g  to  a  le v e l  o f  
U S $ 6 5 0  m il l io n .  I m p o r t s  o f  s e rv ic e s  a ls o  fell (-11  % ) ,  th e r e b y  c o n t in u in g  t h e  d e c l in e  o b s e rv e d  s in c e  
1 9 8 1 . S in c e  i m p o r t s  fe ll b y  m o r e  t h a n  e x p o r t s ,  t h e  d e f ic i t  r e l a t i n g  to  t r a d e  in  r e a l  s e rv ic e s  d r o p p e d  
f ro m  U S $ 2 2 0  to  U S $ 1 5 0  m i l l io n .
N e t  p a y m e n t s  f o r  s e rv ic e s  fe ll ( - 1 6 % )  fo r  t h e  f i r s t  t im e  s in c e  1 9 8 0 , a m o u n t in g  to  s l ig h t ly  m o r e  
t h a n  U S $  1 b il l io n . T h is  b e h a v io u r  w a s  a  r e s p o n s e  b o th  to  t h e  n e w  p o lic y  o n  in t e r e s t  p a y m e n t s  o n  th e  
e x t e r n a l  d e b t ,  a d o p te d  b y  t h e  g o v e r n m e n t  in  A u g u s t ,  a n d  to  t h e  r e d u c e d  t r a n s f e r s  o f  p r o f i t s  b y  m in in g  
a n d  p e t r o l e u m  c o m p a n ie s .
d )  The capital account and international reserves
I n  1985 th e  s u r p lu s  in  t h e  b a la n c e - o f - p a y m e n ts  c a p i ta l  a c c o u n t  a g a in  d e c l in e d  s u b s ta n t ia l ly ,  
f a l l in g  to  o n ly  o n e  q u a r t e r  o f  i t s  1982 le v e l. H o w e v e r ,  in  c o n t r a s t  w i th  t h e  p r e c e d in g  tw o  y e a r s ,  in  
1985 a  c o n s id e r a b le  s h r in k a g e  w a s  r e c o r d e d  in  l o n g - te r m  c a p i ta l .  T h is  w a s  to  a  la rg e  e x t e n t  t h e  r e s u l t  
o f  a  c o n s id e r a b le  o u tf lo w  o f  p r i v a t e  s e c to r  c a p i ta l  ( U S $ 1 7 8  m i l l io n ) .
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N e v e r t h e l e s s ,  i n t e r n a t io n a l  r e s e r v e s  r o s e  fo r  t h e  s e c o n d  c o n s e c u t iv e  y e a r ,  a s  t h e  r e d u c t io n  in  
t h e  c a p i ta l  a c c o u n t  s u r p lu s  d id  n o t  o f fs e t  t h e  im p r o v e m e n t  in  t h e  t r a d e  b a la n c e .  T h u s ,  r e s e r v e s  g r e w  
b y  s o m e w h a t  m o r e  t h a n  U S $ 3 0 0  m i l l io n  a n d  a m o u n te d  to  m o r e  t h a n  U S $ 1 .4  b i l l io n  a t  t h e  e n d  o f  t h e  
y e a r .  T h i s  w a s  t h e  h i g h e s t  f ig u re  r e c o r d e d  in  r e c e n t  y e a r s  a n d  r e p r e s e n t e d  s ix  m o n t h s  o f  im p o r t s  o f  
g o o d s  a n d  s e rv ic e s  ( s e e  t a b l e  17).
T h e  g r o w th  o f  r e s e r v e s  t h r o u g h o u t  t h e  y e a r  w a s  n o t ,  h o w e v e r ,  e v e n . A f te r  d e c l in in g  d u r in g  th e  
f i r s t  s ix  m o n t h s ,  th e y  e x p e r i e n c e d  v ig o r o u s  g r o w th  d u r in g  th e  s e c o n d  h a l f  o f  t h e  y e a r .  T h i s  u p - tu r n  
w a s  t h e  r e s u l t  o f  t h e  n e w  e c o n o m ic  p o lic y  a p p r o a c h e s  t a k e n  a s  f ro m  A u g u s t.  S p e c if ic a lly , s e rv ic in g  o f  
t h e  p u b l ic  d e b t  w a s  c u t  b a c k  e v e n  f u r th e r ;  a n  e f fo r t  w a s  m a d e  to  s e p a r a te  t h e  f in a n c ia l  s y s te m  f ro m  
t h e  d o l la r ,  n e c e s s i t a t i n g  a n  e n o r m o u s  p u r c h a s e  o f  d o l la r s  b y  th e  C e n tr a l  B a n k ;  t r a n s f e r s  o f  p r o f i t s  
a b r o a d  s h r a n k  c o n s id e ra b ly  a n d  t h e  C e n t r a l  B a n k  a c c u m u la te d  g o ld  a n d  s i lv e r  w i th  t h e  e x p r e s s  
p u r p o s e  o f  in c r e a s in g  i t s  r e s e r v e s .
e )  The external debt
T h e  to ta l  e x t e r n a l  d e b t  e x p a n d e d  b y  3 % ,  w h ic h  m a y  b e  e n t i r e ly  a c c o u n te d  fo r  b y  th e  8 %  
in c r e a s e  in  t h e  e x t e r n a l  p u b l ic  d e b t.  O n  t h e  o t h e r  h a n d ,  t h e  r e m a in d e r  o f  t h e  lo n g - te r m  d e b t  s h r a n k  b y  
7 % ,  a n d  t h e  s h o r t - t e r m  d e b t  fe ll  b y  1 6 %  ( s e e  ta b le  18).
A s  m e n t i o n e d  a b o v e ,  o n e  o f  t h e  f i r s t  e c o n o m ic  p o lic y  m e a s u r e s  t a k e n  b y  t h e  n e w  g o v e r n m e n t  
in v o lv e d  a  u n i l a t e r a l  r e s t r i c t i o n  o n  d e b t  s e rv ic in g .  T h e  a u th o r i t i e s  d e c la r e d  e m p h a t ic a l ly  t h a t  t h e  
c o u n try  w a s  n o t  t u r n in g  i t s  b a c k  o n  i t s  d e b t ,  b u t  w a s  i n t e n t  o n  a b a n d o n in g  t h e  s t r a te g y  o f  c o n t in u in g  
to  s h r in k  t h e  n a t io n a l  e c o n o m y  in  o r d e r  to  g e n e r a t e  f u n d s  to  s e rv ic e  t h e  d e b t ,  w h i le  t h e  o t h e r  a c to r s  
in v o lv e d  ( g o v e r n m e n t s  o f  i n d u s t r i a l i z e d  c o u n t r i e s ,  c r e d i to r  b a n k s )  c o n t in u e d  to  s h i r k  t h e  r e s p o n s i ­
b i l i ty  th e y  b o r e  fo r  t h e  e m e r g e n c e  o f  t h e  p r o b le m . In  l in e  w i th  t h i s  a t t i tu d e ,  p a y m e n t  o f  l ia b i l i t ie s  w a s  
to  b e  t e m p o r a r i l y  r e s t r i c t e d ,  a n d  t h e  fu n d s  th e r e b y  l ib e r a te d  w o u ld  b e  u s e d  to  r e a c t iv a te  t h e  e c o n o m y . 
O n c e  t h e  e c o n o m y  g o t  u n d e r w a y ,  n o r m a l  s e rv ic in g  o f  t h e  l i a b i l i t ie s  in c u r r e d  c o u ld  b e  re s u m e d .
A t  t h e  b e g i n n i n g  o f  th e  y e a r ,  i t  w a s  a lre a d y  c le a r  t h a t  t h e  c o u n try  w a s  in c a p a b le  o f  s e rv ic in g  its  
e x t e r n a l  d e b t .  T h e  T re a s u r y  e s t im a te d  t h a t  d u r in g  1985  i t  c o u ld  a c q u ir e  a  m a x im u m  o f  U S $ 4 0 0  
m i l l io n  f ro m  th e  C e n t r a l  R e s e r v e  B a n k  f o r  t h i s  p u r p o s e ;  h o w e v e r ,  t h e  i n t e r e s t  p a y m e n t s  d u e  o n  th e  
e x t e r n a l  p u b l ic  d e b t  a lo n e  c o m e  to  m o r e  t h a n  U $ 7 0 0  m i l l io n  ( s e e  t a b le  1 8 ) .6
C o n s e q u e n t ly ,  t h e  n e w  g o v e r n m e n t  h a d  b a re ly  t a k e n  o ffice  w h e n  i t  a n n o u n c e d  t h a t  d u r in g  th e  
n e x t  12 m o n t h s  s e r v ic in g  o f  t h e  e x t e r n a l  d e b t  w o u ld  n o t  e x c e e d  1 0 %  o f  t h e  v a lu e  o f  e x p o r t s ,  a t  th e  
s a m e  t im e  d e c la r in g  a  f u r t h e r  u n i l a t e r a l  m o r a to r iu m ,  o f  a n o t h e r  s ix  m o n t h s ,  o n  th e  p a y m e n t  o f  th e  
p r in c ip a l  o f  t h e  m e d iu m - a n d  l o n g - te r m  d e b t  w i th  i n t e r n a t io n a l  c o m m e r c ia l  b a n k s . P r i o r i t i e s  to  b e  
o b s e r v e d  in  d e b t  s e rv ic in g  w e r e  a ls o  d e f in e d . F i r s t  o f  a ll, c o m m i tm e n t s  to  i n t e r n a t io n a l  o r g a n iz a t io n s  
w h ic h  le n d  o n  so f t t e r m s  w o u ld  b e  m e t  ( th e  W o r ld  B a n k , t h e  I n t e r - A m e r i c a n  D e v e lo p m e n t  B a n k ) ;  
s e c o n d ly , t h e  d e b t  o w e d  to  g o v e r n m e n t s  w h ic h  e n s u r e  a  p o s i t i v e  f lo w  o f  f u n d s  to w a r d s  t h e  c o u n try  
w o u ld  b e  p a id  a n d  f in a lly , t h e  d e b t  o w e d  to  i n t e r n a t io n a l  b a n k s  w o u ld  b e  a t t e n d e d  to .
S u b s e q u e n t ly ,  t h e  g o v e r n m e n t  e x p la in e d  t h a t  t h e  c e i l in g  o f  1 0 %  o f  t h e  v a lu e  o f  e x p o r t s  a p p l ie d  
o n ly  to  t h e  m e d iu m -  a n d  l o n g - te r m  e x te r n a l  p u b l ic  d e b t. I t  d id  n o t  affec t p a y m e n t  o f  t h e  c o m m i t ­
m e n t s  o f  p r i v a t e  f i r m s  a n d  th o s e  o f  p u b l ic  e n t e r p r i s e s  w h ic h  h a d  n o t  b e e n  g u a r a n te e d  b y  th e  S ta te ,  
n o r  d id  i t  a ffec t s e r v ic in g  o f  s h o r t - t e r m  l ia b i l i t ie s ,  n o r  p a y m e n t  in  k in d  o n  t h e  d e b t  o w e d  to  t h e  S o v ie t  
U n i o n  a n d  o t h e r  c o u n t r i e s .7
T h e  a c c u m u la te d  a r r e a r s  g r e w  f ro m  U S $ 1 3 3 0  0 0 0  0 0 0  a t  t h e  e n d  o f  1984  to  a lm o s t  
U S $ 2  6 0 0  0 0 0  0 0 0  a t  t h e  e n d  o f  1985 . O f  t h i s ,  U S $ 8 9 4  m i l l io n  c o r r e s p o n d e d  to  i n t e r e s t  p a y m e n t s  a n d  
th e  r e m a i n d e r  to  a m o r t iz a t io n .
A t  t h e  e n d  o f  1 9 8 5 , u n p a id  i n t e r e s t  o w e d  to  i n t e r n a t io n a l  b a n k s  w a s  in  e x c e s s  o f  U S $ 3 4 0  
m i l l io n ,  7 0 %  m o r e  t h a n  o n e  y e a r  p r e v io u s ly .  T h e  r e a s o n  f o r  t h i s  r a p id  in c r e a s e  i s  t h a t  i t  b e c a m e  
e v id e n t  t h a t  t h e  p a y m e n t  o f  U S $ 5 1  m i l l io n  m a d e  in  J a n u a ry  h a d  n o t  in d u c e d  b a n k s  to  n o r m a l iz e  t h e i r  
s h o r t - t e r m  c o m m e r c ia l  c r e d i t  l in e s . C o n s e q u e n t ly ,  d u r in g  th e  m o n th s  w h ic h  fo llo w e d , t h e  g o v e r n -
6 It should be noted that in table 18 the figures relating to debt servicing concern commitments in accordance with the original repayment 
schedules; i.e., they include unfulfilled servicing commitments.
7 At the end of March, an agreement was reached with the Soviet Union providing for the payment in kind of debts totalling US$200 
million, including US$66 million in arrears from previous years.
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P E R U : E V O L U T IO N  O F  E X T E R N A L  IN D E B T E D N E S S
(Millions of dollars at end ofperiod)
Table 18
1980 1981 1982 1983 1984 1985"
T o ta l  e x te rn a l  d e b t 9 594 9 688 11 340 12 442 13 389 13 794
M e d iu m -lo n g - te rm 8 125 8 172 9 279 11 006 12 059 12 677
P u b lic  se c to r f 6 043 6 210 6 908 8 339 9 731 10 510
C e n tra l R e se rv e  B ank 710 4 5 5 7 0 7 1 088 862 825
P r iv a te  se c to r 1 372 1 507 1 664 1 579 1 466 1 342
S h o r t- te rm 1 469 1 516 2  061 1 436 1 330 1 117
P u b lic  an d  p r iv a te  e n te rp r is e s 902 920 1 635 1 050 946 782
B an k in g  sy s tem 567 596 4 2 6 386 384 335
C e n tra l R e se rv e  B ank 25 24 3 9 23 66 63
B anco  de  l a  N ac ió n 4 5 0 4 5 7 178 255 212 135
O th e r  ban k s 92 115 2 0 9 108 106 137
M e d iu m - lo n g - te rm  e x te rn a l p u b lic  d e b tf
D e b t ,  by  fin an c ia l so u rces  
P u b lic  agencies and g o v e rn m e n t 1 847 1 344 1 194 1 321 1 508 1 772
D isb u rse m e n ts 2 5 7 149 138 321 3 6 9 2 0 8
A m o rtiz a tio n  p a y m e n ts ' 201 199 167 194 181 129
In te rn a tio n a l  agencies 6 1 0 784 9 4 9 1 106 1 305 1 418
D isb u rse m e n ts 177 186 2 3 7 2 0 1 2 6 7 198
A m o rtiz a tio n  p a y m e n ts ' 3 0 38 38 4 4 88 76
S o cia lis t co u n tries 985 930 925 1 076 1 070 1 025
D isb u rse m e n ts 191 156 180 365 2 4 4 241
A m o rtiz a tio n  p a y m e n ts ' 122 144 179 2 1 4 2 3 0 375
S u p p lie rs 1 065 1 545 1 771 2  347 2  793 3 102
D isb u rse m e n ts 3 0 7 3 1 4 6 5 0 9 3 4 1 005 2 0 7
A m o rtiz a tio n  p a y m e n ts ' 2 2 0 236 3 2 4 358 533 4 6 1
In te rn a tio n a l  banks 1 536 1 607 2  069 2  489 3  055 3 193
D isb u rse m e n ts 6 4 8 895 8 3 8 755 1 178 5
A m o rtiz a tio n  p a y m e n ts ' 6 3 0 694 3 4 0 335 615 2 8 8
O th e r  d e b ts '
D e b t s e rv ic in g '
22 368 1 249
T o ta l 2  459 2  651 2  352 2  618 3  236 2  759
A m o rtiz a tio n  p ay m en ts 1 604 1 680 1 327 1 509 1 968 1 671
In te re s t  p ay m en ts 855 971 1 025 1 109 1 268 1 088
P u b lic  sec to r (m e d iu m - and 
lo n g - te rm ) 1 695 1 836 1 600 1 791 2  275 2 067
A m o rtiz a tio n  p ay m en ts 1 203 1 311 1 048 1 145 1 441 1 3 2 9
In te re s t  p ay m en ts  
C o e ff ic ie n ts*
4 9 2 525 552 6 4 6 834 738
E D /G D P 0.51 0.51 0.59 0.71 0.79 0.96
E D /X 2.07 2.41 2.78 3.34 3.51 4.08
i/X 0.29 0.37 0.38 0.47 0.60 0.54
S erv ic in g  o f  E D /X 0.54 0.66 0.57 0.70 0.92 0.81
S erv ic in g  E D P /X 0.37 0.46 0.39 0.48 0.65 0.61
Source: Central Reserve Bank of Peru.
"Preliminary figures. Up tu 1982, includes adjustment due tu variatiun in the exchange rates uf fureign currencies. ’Comprises
central government and public enterprises. With or without the guarantee uf the banking system. ’The Government records debt
servicing in accurdance with the uriginal repayment schedules. Rescheduling, rull-uver and unpaid debt appear as new 
luans. ’Accumulated arrears in respect uf servicing the external public debt. "ED = tutal external debt; GDP = gruss domestic 
product; EPD = external public debt; X = expurts of goods and services; i = net interest.
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m e n t  l im i te d  i t s e l f  to  m a k in g  "bona fide  p a y m e n t s " ,  f o r  w h ic h  s o m e  U S $ 1 5  m i l l io n  p e r  m o n t h  w e r e  
a l lo c a te d ,  in  o r d e r  to  k e e p  t h e  P e r u v i a n  d e b t  f ro m  b e in g  c la s s if ie d  a s  " v a lu e  im p a i r e d "  b y  th e  U n i t e d  
S ta te s  b a n k in g  a u th o r i t i e s .  T h e  l a t t e r  c o n f in e d  th e m s e lv e s  to  d e c la r in g  i t  s u b s ta n d a r d  in  t h e  h o p e  
t h a t  a  c h a n g e  o f  g o v e r n m e n t  w o u ld  b e  im m in e n t .  H o w e v e r ,  t h e  n e w  g o v e r n m e n t  t h e n  s u s p e n d e d  all 
i n t e r e s t  p a y m e n t s  to  b a n k s ,  a s  a  r e s u l t  o f  w h ic h ,  in  N o v e m b e r ,  t h e  U n i t e d  S ta te s  I n te r a g e n c y  
C o m m i t t e e  d e c la r e d  t h e  P e r u v ia n  d e b t  to  b e  " v a lu e  im p a i r e d " .  T h i s  c la s s i f ic a t io n  a ffe c te d  a  to t a l  o f  
U S $ 1  0 5 0  0 0 0  0 0 0  a n d  d id  n o t  a p p ly  to  lo a n s  f o r  w o r k in g  c a p i ta l  o r  to  c o m m e r c ia l  l in e s  o f  c r e d i t s  
w h ic h  w e r e  b e in g  s e rv ic e d  n o r m a l ly .
A s  a  r e s u l t  o f  t h e  a b o v e , t h e  f lo w  o f  e x t e r n a l  fu n d s  c h a n n e le d  th r o u g h  s h o r t - t e r m  l in e s  o f  c r e d i t  
fe ll f o r  t h e  t h i r d  c o n s e c u t iv e  y e a r .  C o m m e r c ia l  l in e s  c r e d i t ,  in  p a r t i c u l a r ,  d e c l in e d  e n o r m o u s ly  a s  a 
r e s u l t  o f  t h e  r e p r i s a l  t a k e n  b y  t h e  i n t e r n a t io n a l  b a n k s  a g a in s t  t h e  f a i lu re  to  s e rv ic e  t h e  m e d iu m -  a n d  
l o n g - te r m  d e b t.  I n  o r d e r  to  w a r d  o f f  g r e a t e r  p r o b l e m s  f o r  t h e  c o u n t r y ,  in  J u n e  t h e  C e n tr a l  R e s e r v e  
B a n k  o f  P e r u  t r a n s f e r r e d  i ts  c u r re n c y  d e p o s i t s  in  U n i t e d  S ta te s  b a n k s  to  t h e  B a n k  f o r  I n t e r n a t i o n a l  
S e t t l e m e n t s  in  S w i tz e r la n d  a n d  in  S e p te m b e r  a d v is e d  p r i v a t e  f in a n c ia l  i n s t i t u t i o n s  to  d o  t h e  s a m e .
4 . P r i c e s  a n d  r e m u n e r a t i o n s
a )  Prices
T h e  v a r i a t i o n  in  t h e  g e n e r a l  le v e l  o f  p r ic e s  f ro m  D e c e m b e r  1984  to  D e c e m b e r  1985 w a s  1 5 8 % , 
t h e  h ig h e s t  f ig u re  e v e r  r e c o r d e d  in  t h e  c o u n try  ( s e e  t a b le  19  a n d  f ig u re  2 ) . H o w e v e r ,  a s  a  r e s u l t  o f  t h e  
p r io r i t y  w h ic h  t h e  n e w  g o v e r n m e n t  g a v e  to  t h e  s t r u g g le  a g a in s t  in f la t io n ,  t h e  a v e r a g e  m o n th ly  
v a r i a t i o n  in  p r i c e s ,  w h ic h  h a d  b e e n  11 %  in  t h e  p e r i o d J a n u a r y - A u g u s t ,  fe ll to  3 %  d u r in g  t h e  f in a l  fo u r  
m o n th s .
T a b le  19
P E R U : E V O L U T IO N  O F  D O M E S T IC  P R I C E S ”
1979 1980 1981 1982 1983 1984 1985'
V a r ia t io n  D e c e m b e r  to  D e c e m b e r
C o n s u m e r  p r ic e  in d e x 66.7 60 .8 72.7 72 .9 125.1 111.5 158.3
F o o d ' 75.1 38.1 68.2 72.1 135.8 102.0 153.7
W h o le sa le  p r ic e  in d e x 60 .9 53.0 66.1 64.2 136.5 115.6 179.5''
Im p o rte d  p ro d u c ts 49.0 41.7 48.2 63.5 8 3 6 140.6 180.6''
A g ricu ltu ra l co m m o d itie s 56.7 42.3 47 .7 300.3 105.7
M a nufac tu res 41.1 48.5 64.2 75.7 1435
D o m e s tic  p ro d u c ts 66.4 57.7 72.7 64.5 153.2 1099 175.0a
A g ric u ltu ra l co m m o d itie s 79.7 89.4 58.4 54.0 135.1 104.1
M an u fac tu res 60.4 41.5 82.2 70.8 163.6 112.7
V a r ia t io n  b e tw e e n  an n u a l av erag es
C o n s u m e r  p r ic e  in d e x 67 .7 59.2 75.4 64.5 111.1 110.2 163.4
F o o d ' 74.2 58.8 76.4 52.9 125.7 106.3 149.7
W h o le sa le  p r ic e  in d e x 70 .4 53.1 68.1 56.3 113.1 1 2 0 .1 - 1 7 4 .9 '
Im p o rte d  p ro d u c ts 73.9 45.4 47.5 54.2 82.5 114.4 174.0 '
A g ricu ltu ra l c o m m o d itie s 73.2 69.4 47.4 31.0 212.6 133.4
M an u fac tu res 72.0 44 .6 47 .6 55.2 77.8 113.2
D o m estic  p ro d u c ts 69.6 56.3 76.1 57.0 122.9 121.6 178.2 '
A g r ic u ltu ra l c o m m o d itie s 75.7 78.7 78.4 48.3 109.3 108.6
M a nufac tu res 66.7 45.3 74.6 62.2 130.7 128.5
Source: National Institute of Statistics.
"Metropolitan Lima. Preliminary figures. 'Includes food, beverages and tobacco. ’’November 1984-November 1985-
’Average variation between January-November 1985 and the same period the previous year.
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1985  —  |
T h e  n e w  g o v e r n m e n t 's  p o lic y  p r o v e d  su c c e ss fu l in  c o n t r o l l i n g  e x p e c ta t io n s  o f  r i s i n g  p r ic e s  a n d  
t h e  in e r t i a  f a c to r  in  in f la t io n  w e r e  b r o u g h t  u n d e r  c o n t r o l  b y  th e  n e w  g o v e r n m e n t 's  p o lic y . T h is  w a s  
d o n e  b y  f r e e z in g  i n t e r e s t  r a t e s  a n d  p u b l ic  s e rv ic e  r a te s ,  w h ic h  c a n  d e t e r m in e  e x p e c ta t io n s ,  a f te r  th e y  
h a d  r i s e n  m a rk e d ly .  A  p r ic e  f r e e z e  w a s  a ls o  d e c la r e d  o n  a ll g o o d s ,  w i th  a  fe w  e x c e p t io n s ,  su c h  as 
p e r i s h a b le s ,  w h o s e  p r i c e s  w e r e  su b je c t  to  f o r tn ig h t ly  r e a d ju s tm e n ts .  T h e s e  m e a s u r e s  w e r e  c o n s o l i ­
d a t e d  b y  a  m a jo r  e f fo r t  to  r e d u c e  t h e  r o le  o f  t h e  d o l la r  in  t h e  e c o n o m y  ( w h ic h  r e in fo r c e d  th e  
a n t i - in f l a t io n a r y  im p a c t  o f  t h e  f r e e z e  o n  t h e  e x c h a n g e  r a t e ) ,  t h e  e l im in a t io n  o f  a u to m a t ic  w a g e  
r e a d ju s tm e n t  c la u s e s  in  c o l le c t iv e  a g r e e m e n t s  a n d  th e  fa ll in  t h e  p r ic e s  o f  s o m e  m a s s  c o n s u m p t io n  
g o o d s .
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b )  Wages
T h e  n e w  g o v e r n m e n t  a t t a c h e d  g r e a t  i m p o r t a n c e  to  i n c r e a s in g  r e a l  w a g e s ,  b o th  in  o r d e r  to  r a is e  
t h e  p u r c h a s in g  p o w e r  o f  t h e  p e o p le ,  w h ic h  h a d  u n d e r g o n e  a  p e r s i s t e n t  d e c l in e  in  r e c e n t  y e a r s ,  a n d  to  
s t im u la t e  a n  in c r e a s e  in  d o m e s t ic  d e m a n d  a n d , in  t h a t  w a y  h e lp  to  r e a c t iv a te  n a t io n a l  p r o d u c t io n .
I n  l in e  w i th  t h e s e  a im s ,  in  A u g u s t  t h e  m i n im u m  b a s ic  w a g e  w a s  in c r e a s e d  b y  5 0 % ,  w h ic h  
b r o u g h t  i t  u p  to  5 4 0  i r i t i s ;  t h e  w a g e s  o f  p u b l ic  w o r k e r s  w e r e  in c r e a s e d  b y  1 5 %  a n d  t h o s e  o f  t e a c h e r s ,  
b y  2 2  %  ; a s  f a r  a s  p r i v a t e - s e c t o r  w o r k e r s  n o t  c o v e r e d  b y  c o l le c t iv e  b a r g a in in g  a r e  c o n c e r n e d ,  th e y  w e r e  
g r a n t e d  a  r e a d ju s tm e n t  o f  165 in t i s  p e r  m o n th .  S im u l ta n e o u s ly ,  h o w e v e r ,  a s  p a r t  o f  t h e  s t r u g g le  
a g a in s t  i n f la t io n ,  a u to m a t ic  r e a d ju s tm e n t  c la u s e s  w e r e  e l im in a t e d  f ro m  c o l le c t iv e  a g r e e m e n ts .
I n  O c to b e r  f u r th e r  m e a s u r e s  w e r e  t a k e n  in  t h e  s a m e  d i r e c t io n .  T h u s ,  a  g e n e r a l  4 %  w a g e  
in c r e a s e  w a s  g r a n t e d ,  f in a n c e d  b y  t h e  e l im in a t io n  o f  t h e  ta x  to  w h ic h  w a g e s  w e r e  su b je c t  a n d  o f  w h ic h  
t h e  e m p lo y e r  a n d  t h e  e m p lo y e e  e a c h  p a id  a  p a r t .  S im ila r ly ,  a ll  p u b l ic  s e r v a n t s  — in c lu d in g  m e m b e r s  
o f  t h e  a r m e d  fo rc e s  a n d  p o l ic e —  a n d  c a s u a l  w o r k e r s  w e r e  g r a n t e d  a  lo a n  o f  1 0 0 0  in t i s ,  to  b e  p a id  in  
tw o  e q u a l  q u o ta s  in  O c to b e r  a n d  N o v e m b e r  a n d  r e im b u r s e d  in  15 m o n th ly  q u o ta s  a s  f ro m  J a n u a ry  
1 9 8 6 , w i th  n o  i n t e r e s t  o r  c o m m is s io n  o b l ig a t io n s .  T h e  p r i m e  o b je c t iv e  o f  t h i s  m e a s u r e  w a s  to  e x p a n d  
p u r c h a s i n g  p o w e r  in  o r d e r  to  p r o v id e  s u p p o r t  f o r  t h e  r e a c t iv a t io n  o f  n a t io n a l  p r o d u c t io n ;  t h u s ,  w i th  
t h e  p a y m e n t  o f  t h e  t r a d i t i o n a l  C h r i s tm a s  b o n u s e s  in  D e c e m b e r ,  p u b l ic  e m p lo y e e s  e n jo y e d  h ig h e r  
in c o m e  d u r in g  th e  f in a l  q u a r te r .
A ll  o f  t h e s e  m e a s u r e s  w e r e  r e f le c te d  in  r e a l  in c r e a s e s  in  w a g e s  d u r in g  t h e  s e c o n d  h a l f  o f  t h e  
y e a r .  T h e y  d id  n o t ,  h o w e v e r ,  k e e p  t h e  n e t  r e s u l t  fo r  1985 f ro m  b e in g  a  f u r th e r ,  a n d  th i s  t im e  a  m a jo r  
d e c l in e  in  t h e  p u r c h a s in g  p o w e r  o f  w o r k e r s  in  b o th  t h e  p r iv a t e  a n d  t h e  p u b l ic  s e c to rs .  T h e  
a c c u m u la te d  d e c l in e  in  r e a l  w a g e s  p a id  in  t h e  p r i v a t e  s e c to r  o v e r  t h e  3 -y e a r  p e r io d  e n d in g  in  1985  w a s  
4 2 % ,  w h i le  in  t h e  c a s e  o f  t h e  p u b l ic  s e c to r ,  i t  r e a c h e d  5 7 %  f o r  t h e  5 -y e a r  p e r io d  1 9 8 1 -1 9 8 5  ( s e e  
t a b le  2 0 ) .
T a b le  2 0
P E R U : E V O L U T IO N  O F  R E A L  A V E R A G E  R E M U N E R A T IO N S
1980 1981 1982 1983 1984 1985°
R e m u n e ra t io n s  
( in d ex es 1979 =  100) 
P r iv a te  se c to r  
M e tro p o lita n  L im a
S ala ries ' 110.3 112.0 122.3 104.6 96.3 88.2
W a g e s ' 112.4 110.4 112.8 94.0 79.6 67.1
M in im u m  w age 127.8 106.6 98.5 100.9 78.1 68.3
C o lle c tiv e  b a r g a in in g '
S alaries 93.0 87.1 84.6 65.6 54.7
W ag es 103.2 103.7 105.2 83.8 70.0
C e n tra l g o v e rn m e n t 136.4 127.5
G ro w th
111.3
ra tes
82.7 72 .3 58.3
P r iv a te  se c to r  
M e tro p o lita n  L im a
S alaries 10.3 1.5 9.2 -14.4 -8.0 -8.4
W ag es 12.4 -1.8 2.2 -16.7 -15.3 -15.7
M in im u m  w age 27.8 -16.6 -7.6 2.4 -22.6 -12.5
C o lle c tiv e  b a rg a in in g
S alaries -7.0 -6.3 -2.9 -22.5 -16.6
W ag es 3.2 0.5 1.4 -20.3 -16.5
C e n tra l g o v e rn m e n t 36.4 -10.2 -9.1 -25.7 -12.5 -19.4
S o u r c e : M in is t r y  o f  L a b o u r.
" P r e l im in a r y  f ig u re s . S u rv e y  o f  e s ta b l is h m e n ts  w i th  1 0  w o rk e rs  o r  m o re . ' In t is  p e r  m o n th .  In t is  p e r day.
' 'E x c lu d in g  u n i la te r a l  in c re a s e s  b y  th e  e m p lo y e r .
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PERU
P E R U : M O N E T A R Y  I N D IC A T O R S
Table 21
E nd -o f-y ear balances 
(m illio n s o f  in tis)
Real g ro w th  ra tes
M o n e ta ry  b a se c
M o n e y  (M ,)
Q u as i-m o n ey  
In  fo re ign  currency 
In  n a tio n a l currency  
M o n e y  p lu s  q u a s i-m o n e y  (M 2)
T o ta l d o m e s tic  c re d it  
T o th e  pub lic  sector 
In  fo re ign  currency 
In  n a tio n a l currency  
T o th e  p r iv a te  sector 
In  fo re ign  currency 
In  n a tio n a l currency
C oefficient o f  d o lla r iz a tio n  
M o n e ta ry  m u ltip lie rs : 
M ,/M o n e ta ry  base 
M 2/M o n e ta ry  base 
C ircu la tio n  velocity: G D P /M ,
1982 1983 1984 1985"
924 1 819 3 504 22  093
1 0 3 9 1 9 9 2 4  541 15 220
3 192 6 079 14 520 26  907
1 4 9 9 3 313 9 430 12 784
1 693 2  766 5 090 11 400
4  231 8 071 19 061 42  127
5 081 10 371 18 439 29  350
1 364 3 172 2  529 -2 782
508 -89 -2 155 -3 311
856 3 261 4  684 529
3 717 7 199 15 910 32 132
1 167 2  539 6 044 12 171
2  550 4  660 9 866 19 961
C o e ff ic ie n ts
0.35 0.41 0.49 0.30
1.12 1.10 1.30 0.69
4.58 4.44 5.44 1.91
17.22 16.39 16.01 12.56
1982 1983 1984 1985"
-32 .3 -12.5 -8 .9 144.1
-20 .8 -14 .8 7.8 2 9 .8
13.4 -15.4 12.9 -28.3
31.8 -1.8 34.6 -47.5
0.9 -27.4 -13.0 -13.3
2.5 -15.2 11.7 -14 .4
1.3 -9 .3 -15 .9 -38 .4
-19.0 3.3 -62.3
4.9
-28.6 69.0 -32.0 -95.8
11.6 -14.0 4.5 -21.8
48.1 -3.3 12.4 -21.9
0.2 -18.9 0.1 -21.8
Source: Central Reserve Bank of Peru.
"Preliminary figures. Deflated by the consumer price index. cOr "primary issue", in accordance with the terminology employed in
Peru. ** Equivalent to the share of M, of quasi-money in foreign currency.
5. M o n e t a r y  a n d  f is c a l  p o l i c y
a )  M onetary policy
D u r i n g  1985 th e  e v o lu t io n  o f  m o n e y  a g g r e g a te s  c le a r ly  r e f le c te d  t h e  t u r n a r o u n d  in  e c o n o m ic  
p o lic y  l in k e d  to  t h e  c h a n g e  o f  g o v e r n m e n t .  A l th o u g h  t h e  m o n e ta r y  b a s e  e x p a n d e d  b y  1 4 %  in  re a l  
t e r m s  in  1 9 8 5 , b e tw e e n  J a n u a ry  a n d  J u n e  i t  s h r a n k  b y  2 2 %  a n d  th e n  e x p a n d e d  b y  m o r e  t h a n  2 0 0 %  in  
t h e  la s t  s ix  m o n t h s  ( s e e  ta b le  2 1 ) . A s  fo r  t h e  r e a l  in c r e a s e  o f  3 0 %  in  m o n e y  ( M ,)  i t  w a s  t h e  r e s u l t  o f  a 
3 3 %  s h r in k a g e  in  t h e  f i r s t  s e m e s t e r  a n d  a  9 2 %  in c r e a s e  b e tw e e n  Ju ly  a n d  D e c e m b e r .  F o r  i ts  p a r t ,  
q u a s i -m o n e y  s h r a n k  o v e r  t h e  y e a r  a s  a  w h o le ,  a l th o u g h  th i s  w a s  e x c lu s iv e ly  d u e  to  e v e n t s  d u r in g  th e  
f i r s t  h a l f  o f  t h e  y e a r ,  s in c e  d u r in g  t h e  s e c o n d  h a l f  i t  r e m a in e d  s ta g n a n t .  A ll  t h i s  a c c o u n ts  f o r  t h e  fac t 
t h a t  d u r in g  th e  f i r s t  t h r e e  q u a r t e r s ,  r e a l  l iq u id ity  s h r a n k  b y  2 4 %  in  r e a l  t e r m s ,  b e f o re  e x p a n d in g  b y  
1 2 %  b e tw e e n  O c to b e r  a n d  D e c e m b e r .
T w o  m a in  l in e s  o f  a c t io n  m a y  b e  id e n t i f ie d  in  t h e  m o n e ta r y  a re a . T h e s e  a re , f i r s t  o f  a ll t h e  
m e a s u r e s  d e s ig n e d  to  w e a n  th e  f in a n c ia l  s y s te m  aw a y  f ro m  t h e  d o l la r  a n d  th o s e  t a k e n  a lo n g  w i th  
t h e m  to  k e e p  th e m  f ro m  h a v in g  a n  in f la t io n a r y  im p a c t ,  a n d  s e c o n d ly , m e a s u r e s  c o n c e r n in g  th e  r a te  o f  
in te r e s t .
T h e  o b je c t iv e s  p u r s u e d  b y  t h e  g o v e r n m e n t  t h r o u g h  t h e  p r o c e s s  o f  d e - d o l l a r i z a t i o n  w e r e  to  d o  
aw ay  w i th  s p e c u la t iv e  a c t iv i t ie s ,  w h ic h  w e r e  c le a r ly  to  t h e  d e t r i m e n t  o f  p r o d u c t iv e  a c t iv i t ie s ,  a n d  to  
r e d u c e  t h e  c a p a c ity  o f  t h e  f in a n c ia l  s y s te m  to  p r o p a g a t e  t h e  in f la t io n a r y  e f fe c ts  o f  v a r i a t i o n s  in  th e  
e x c h a n g e  r a te .  T h e  p o lic y  a p p l ie d  c o n s is te d  in  i n v e r t in g  t h e  r e la t iv e  p r o f i ta b i l i ty  o f  d e p o s i t s  in  d o l la r s  
a n d  in  in t i s ,  w h ic h  in  r e c e n t  y e a r s  h a d  c le a r ly  b e e n  in  f a v o u r  o f  t h e  fo rm e r . F o r  t h i s  p u r p o s e  t h e  
e x c h a n g e  r a te  — w h o s e  v a r i a t i o n  c o n s t i t u t e d  t h e  m o s t  s ig n i f ic a n t  f a c to r  in  t h e  p r o f i ta b i l i ty  o f
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d e p o s i t s  in  f o r e ig n  c u r re n c y —  w a s  f ro z e n ;  i t  w a s  d e c r e e d  t h a t  d e p o s i t s  in  f o r e ig n  c u r re n c y  c o u ld  b e  
w i t h d r a w n  o n ly  in  in t i s ,  a t  t h e  o ff ic ia l r a t e  o f  e x c h a n g e  p lu s  3 % ,  a n d  th e  r a t e  e a r n e d  b y  th e s e  d e p o s i ts  
w a s  s e t  b e lo w  t h e  LIBOR. T h e s e  m e a s u r e s  m e t  w i th  n o t a b l e  su c c e ss . T h e  s h a r e  o f  l iq u id ity  in  fo re ig n  
c u r re n c y  w i th in  to t a l  l iq u id i ty ,  w h ic h  h a d  r i s e n  p r a c t ic a l ly  u n in t e r r u p te d ly ,  f ro m  0 .4 %  in  197 6  to  
5 7 %  in  t h e  f i r s t  h a l f  o f  1 9 8 5 , fe ll  to  3 0 %  to w a r d s  t h e  e n d  o f  t h a t  y e a r .
A  m o v e  o f  t h i s  m a g n i tu d e  to  c o n v e r t  f o r e ig n  c u r re n c y  in to  in t i s  w o u ld  h a v e  r e s u l t e d  in  
e n o r m o u s  in f la t io n a r y  p r e s s u r e  h a d  i t  b e e n  t a k e n  in  t h e  a b s e n c e  o f  p r o t e c t iv e  m e a s u re s .  W h i le  t h e  
m o n e ta r y  b a s e  d id  in d e e d  e x p a n d  t r e m e n d o u s ly ,  a s  in d ic a te d  a b o v e , to ta l  l iq u id i ty  s h r a n k  b y  1 4 %  ( se e  
ta b le  2 1 ) .  T h e  m e a s u r e s  t a k e n  c o n s i s te d  in  r e n d e r in g  m o s t  o f  t h e  n e w  in t i s  u n p r o d u c t iv e  in  t h a t  th e y  
w e r e  p la c e d  in  t h e  C e n t r a l  B a n k  a s  c a s h  r e s e r v e s  o f  t h e  b a n k s .  I n  o r d e r  to  a c h ie v e  th i s  e n d ,  a  h e a v y  
in c r e a s e  in  t h e  le g a l  m a r g in a l  r e s e r v e  r a t i o  f o r  d e p o s i t s  in  n a t io n a l  c u r re n c y  w a s  d e c re e d  ( f ro m  5 0 %  
to  7 5 % ) ,  a n d  a n  e f fe c t iv e  i n t e r e s t  r a t e  o f  7 2 %  p e r  y e a r  w a s  s e t  in  r e s p e c t  o f  fu n d s  d e p o s i te d  w i th  t h e  
C e n tr a l  B a n k . S in c e  t h e  m a x im u m  r a te  a t  w h ic h  b a n k s  c o u ld  le n d  to  t h e i r  c l ie n ts  w a s  7 5 % ,  n a tu r a l ly  
th e y  p r e f e r r e d  to  m a i n t a i n  t h e i r  f u n d s  in  c a s h  r e s e r v e s .  D u r i n g  t h e  s ix - a n d - a - h a l f - m o n th  p e r io d  
w h ic h  e n d e d  o n  15 J u ly ,  t h e  s u r p lu s  o f  to t a l  c a s h  r e s e r v e s  o v e r  r e q u i r e d  r e s e r v e s  w a s  e q u iv a le n t  to  le s s  
t h a n  3 %  o f  t h e  l a t t e r ,  w h e r e a s  b e tw e e n  2 2  A u g u s t  a n d  15 O c to b e r ,  i t  w a s  2 6 %  h ig h e r .
T h u s ,  t h e  p o lic y  o f  d e - d o l l a r i z a t i o n  h a d  a  s ig n i f ic a n t  se c o n d a ry  im p a c t  u p o n  t h e  s h o r ta g e  o f  
f u n d s  a v a i la b le  in  t h e  c o m m e r c ia l  b a n k s  f o r  c r e d i t .  B e c a u se  o f  th i s  p o lic y  a n d  a ls o  b e c a u s e  o f  t h e  
s lu g g is h n e s s  w h ic h  t h e  p r i v a t e  s e c to r 's  d e m a n d  fo r  f u n d s  c o n t in u e d  to  d e m o n s t r a t e ,  to ta l  c r e d i t  w a s  
t h e  o n ly  f in a n c ia l  v a r i a b l e  w h ic h  s h r a n k  in  b o th  t h e  f i r s t  a n d  t h e  s e c o n d  h a l f  o f  t h e  y e a r  ( - 2 8 %  a n d  
- 1 4 % ,  r e s p e c t iv e ly ) .  T o  d e a l  w i th  th i s ,  in  O c to b e r ,  w h e n  in t e r e s t  r a te s  w e r e  r e d u c e d  f o r  t h e  t h i r d  
t i m e ,  a n  e v e n  g r e a t e r  r e d u c t io n  w a s  d e c la r e d  in  r e s p e c t  o f  t h e  r a t e  p a id  b y  t h e  C e n tr a l  B a n k  o n  c a s h  
d e p o s i t s .  T h u s ,  in  t h e  la s t  tw o  m o n t h s  o f  t h e  y e a r  t h e  s u r p lu s  o f  c a s h  r e s e r v e s  o v e r  r e q u i r e d  r e s e r v e s  
fe ll to  o n ly  6 %  o f  t h e  la t te r .  A s  f o r  t h e  i n t e r e s t  r a t e ,  in  k e e p in g  w i th  t h e  a n t i - in f l a t io n a r y  o r i e n t a t io n  
o f  e c o n o m ic  p o l ic y , i t  w a s  r e d u c e d  s u b s ta n t ia l ly  ( s e e  ta b le  2 2 ) .  T h e  e f fe c tiv e  r a t e  o n  d e p o s i t s ,  w h ic h
T a b le  22
P E R U : E V O L U T IO N  O F  I N T E R E S T  R A T E S ”
1985
1980 1981 1982 1983 1984
I II III IV
N o m in a l  ra te s
L o an s
R a te 32.5 48.3 47.5 51.7 60.0 67.8 72.0 88.9 45.0
C o m m is  s io n c 2.0 2.0 2.0 2.0 2.0 2.0 2.0 0.7 -
T ax 17.0 11.3 - - 5.5 8.0 8.0 2.7 -
D e p o s its ' 33.0 51.4 55.0 56.7 60.5 69.9 72.0 95.4 50.0
E ffec tiv e  ra te s
L oans
F o r b an k s 43.5 71.2 69.6 78.0 96.8 110.2 126.7 173.3 61.2
F o r u sers* 73.6 86.7 69.6 78.0 105.0 137.5 150.3 185.6 61.2
D e p o s its 37.3 62.2 67.4 69.9 75.4 90.5 93.9 135.3 60.2
R e a l effec tiv e  ra te s
L o an s
F o r b an k s -10.8 -0.8 -1.9 -20.9 -7.0 -43.9 -49.1 -1.4 14.4
F o r u se rs 7.9 8.1 -1.9 -20.9 -3.1 -38.5 -44.2 1.8 14.4
D e p o s its -14.6 -6.1 -3.2 -24.5 -17.1 -49.1 -55.4 -15.1 13.7
Source: Central Reserve Bank of Peru.
"For operations in national currency. Corresponds to the weighted average, for the period, of the discount on a 90-day promissory note.
Minimum weighted commission for the period. Weighted tax for the period. 'Corresponds to the weighted average for the period
of the maximum rate on deposits. Loan rate plus commission. gLoan rate plus commission and tax. Corresponds to a
quarterly capitalization of the nominal rare
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P E R U : D E F I C I T  A N D  F I N A N C I N G  O F  T H E  C O N S O L I D A T E D  
N O N - F I N A N C I A L  P U B L IC  S E C T O R
Table 23
M illio n s  o f  in tis P e rc e n ta g e  b re a k d o w n
1982 1983 1984 1985" 1982 1983 1984 1985"
E c o n o m ic  d e f ic it •1 315 -3 187 -4 384 •6 010 100.0 100.0 100.0 100.0
C e n tra l g o v e rn m e n t -557 -2 343 -2 917 -3 999 42.4 73.5 66.5 66.5
P u b lic  e n te rp r is e s -723 -724 -1 4 2 4 -2 375 55.0 22.7 32.5 39.5
R e s t  o f  p u b lic  se c to r -35 -120 -43 364 2.6 3.8 1.0 -6 .0
N e t  f in a n c in g 1 3 1 5 3 187 4  384 6 010 100.0 100.0 100.0 100.0
M e d iu m - a n d  lo n g - te rm  
e x te rn a l  f in a n c in g 671 2  313 3 707 7 777 51.0 72.6 84.6 129.4
S h o r t- te rm  e x te rn a l  fin an c in g 362 -505 -400 -392 27.5 -15.9 -9.2 -6.5
D o m e s tic  fin an c in g 282 1 379 1 077 -1 375 21.5 43.3 24 .6 -22.9
F in a n c ia l sy s tem
D e p o s its  f ro z e n  in  th e  C e n tra l
44 2  538 1 300 -4 289
R e se rv e  B a n k 14 -1 492 -833 1 6 9 6
B o n d s ’ -27 163 182 787
O th e r  a n d  d isc rep an c ie s 251 170 4 2 8 431
D e f ic i t /G D P  c o e f f ic ie n t'
T o ta l  d e f ic i t -9 .2 -12.1 -7 .4 -3 .8
C e n tra l g o v e rn m e n t -3.9 -8 .9 -4.9 -2.5
P u b lic  e n te rp r is e s -5.1 -2.7 -2.4 -1.5
R e s t  o f  p u b lic  se c to r -0.3 -0.5 -0.1 0.2
Source: Central Reserve Bank of Peru.
"Preliminary figures. ’’Bonds placed with the rest of the financial system and with the private sector. ’Percentages.
w a s  a b o u t  2 8 0 %  to w a r d s  t h e  e n d  o f  J u ly  ( in c lu d in g  t a x e s  a n d  c o m m is s io n )  fe ll  to  1 1 0 %  a t  t h e  
b e g in n in g  o f  A u g u s t ,  7 5 %  a t  t h e  e n d  o f  t h a t  m o n t h  a n d  4 5 %  a t  t h e  b e g in n in g  o f  O c to b e r .  T h e  
m e a s u r e  r e s p o n s ib le  f o r  t h i s  r e d u c t io n  a ls o  p r o v i d e d  f o r  t h e  s u p p r e s s io n  o f  t h e  8 %  t a x  o n  c r e d i t  
o p e r a t i o n s  a n d  t h e  p r o h i b i t i o n  o n  t h e  c h a r g i n g  o f  a n y  ty p e  o f  c o m m is s io n  b y  b a n k s .  A s  a  r e s u l t ,  t h e  
m a r g i n  e a r n e d  b y  b a n k s  o n  t h e i r  f in a n c ia l  o p e r a t i o n s  f e l l  f r o m  a r o u n d  110  p o in t s  in  J u ly ,  f i r s t  to  4 0  
p o i n t s ,  t h e n  t o  2 1  p o in t s  a n d  f in a l ly  t o  b e tw e e n  12 a n d  14 p o in t s .
b )  F iscal po licy
A s  a  r e s u l t  o f  s h r i n k i n g  b y  m o r e  t h a n  o n e  e i g h t h  i n  r e a l  t e r m s ,  t h e  p u b l ic - s e c to r  d e f ic i t  
m e a s u r e d  a s  a  p e r c e n ta g e  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  fe ll  to  i ts  lo w e s t  le v e l  s in c e  197 9  ( 3 .8 % ) .  T h e  
d e f ic i t  d e c l in e d  c o n s id e ra b ly  b o t h  a t  t h e  le v e l  o f  t h e  c e n t r a l  g o v e r n m e n t  a n d  a t  t h a t  o f  p u b l ic  
e n t e r p r i s e s ,  w h i l e  t h e  r e m a i n d e r  o f  t h e  p u b l ic  s e c to r  e a r n e d  a  s u r p lu s .  T h e  p u b l ic  d e f ic i t  w a s  m o r e  
t h a n  c o v e r e d  b y  m e d iu m -  a n d  l o n g - te r m  e x t e r n a l  f u n d s ;  a  s u b s t a n t i a l  p a r t  o f  w h ic h  c o n s i s te d  in  
u n p a i d  i n t e r e s t  o n  t h e  e x t e r n a l  p u b l ic  d e b t  ( s e e  t a b l e  2 3 ) .
T h e  i m p r o v e m e n t  i n  t h e  s i t u a t i o n  w a s  t h e  r e s u l t  o f  b o th  a  h i g h e r  r e a l  le v e l  o f  in c o m e  a n d  a  
r e d u c t io n  o f  e x p e n d i tu r e .  I n  t h e  c a s e  o f  t h e  c e n t r a l  g o v e r n m e n t ,  i ts  in c o m e  in c r e a s e d  b y  1 1 %  in  r e a l  
t e r m s ;  in  p a r t i c u l a r ,  t a x  r e v e n u e  e x p a n d e d  b y  a lm o s t  o n e  f i f th ,  th e r e b y  r a i s in g  t h e  t a x  b u r d e n  f r o m  
1 3 .5 %  t o  1 5 .6 %  o f  t h e  p r o d u c t  i n  1 9 8 5 . T h i s  r e s u l t  w a s  p r i m a r i l y  a t t r ib u t a b l e  to  t h e  in c r e a s e  i n  t h e  
t a x  o n  f u e ls ,  w h ic h  r e p r e s e n t e d  o n e  t h i r d  o f  t o t a l  t a x  r e v e n u e  ( s e e  ta b le  2 4 ) .  S ta te  e n t e r p r i s e s  a ls o  
r e c o r d e d  a  h i g h e r  le v e l  o f  in c o m e  a s  a  r e s u l t  o f  r is e s  in  t h e  r a te s  o f  p u b l i c  s e rv ic e s .
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T a b le  2 4
P E R U : C E N T R A L  G O V E R N M E N T  O P E R A T IO N S
M illio n s o f  in tis__________  R e a l P e rcen tag e
1984 1985 g ro w th  ra tes o f G D P
A ctu a l B ud g e ted A ctual" 1984 1985° 1984 1985°
A . T o ta l in c o m e 9 646 20  589 28  165 22.5 11.1 16.4 17.9
1. C u r r e n t  in c o m e 9 554 2 0  589 27  893 21 .3 10.9 16.2 17.7
a) T ax  re v en u e 7 957 18 767 24  618 12.4 17.5 13.5 15.6
In c o m e  tax 1 422 3 030 3 410 4.0 -8.8 2.4 2.2
P ro p e r ty  tax  
T ax  o n  ex te rn a l
281 486 665 -1.2 -10.0 0.5 0.4
trad e
T ax es o n  p ro d u c tio n  and
1 860 4  194 6 241 8.7 27.4 3.2 4 .0
c o n su m p tio n 4  518 11 736 15 330 10.9 28.8 7.7 9.7
(F u e ls) (1 780) (6 458) (8  088) 25.0 72.5 3.0 5.1
O th e r  tax  re v en u e 536 571 1 091 115.4 -22.7 0.9 0.6
C red it d o cu m en ts -660 -1 250 -2 119 9.5 22.1 -1.2 -1.3
b) N o n - ta x  re v en u e 1 597 1 822 3 275 100.0 -22.0 2.7 2.1
2. C a p ita l  in c o m e 92 - 272 1 350 12.4 0.2 0.2
B . T o ta l e x p e n d i tu r e 12 563 24  901 32 164 -2 .0 -2.7 21.3 20.4
1. C u r r e n t  e x p e n d i tu r e 10 203 20  816 27  064 -4 .4 0 .9 17.3 17.2
R e m u n e ra tio n s 2  907 4  741 7 412 1.8 -3.0 4 .9 4.7
G oods and  serv ices 569 974 1 726 12.1 15.3 1.0 1.1
T ran s fe rs 1 714 2  089 3 475 14.0 -22.9 2.9 2.2
In te re s t 2  957 7 034 8 140 -0.5 4 .7 5.0 5.2
D o m e s tic  deb t 724 507 2  255 -30.2 18.4 1.2 1.4
E x te rn a l d eb t 2  233 6 527 5 885 15.4 0.2 3.8 3.8
D efen ce 2  056 5 258 6 311 -27.4 16.7 3.5 4 .0
2. C a p ita l  e x p e n d i tu r e  
G ro ss  cap ita l
2  360 4  085 5 100 10.0 -17 .8 4 .0 3.2
fo rm a tio n 2  075 3 795 4  540 9.3 -16.8 3.5 2.9
T ra n s fe rs 279 227 530 25.0 -28.8 0.5 0.3
O th e r 6 63 30 -75.8 87.5 - -
S a v in g s  o n  c u r re n t  a c c o u n t
(A .l. - B .l.) -649 -227 829 -76 .6 148.3 -1.1 0.5
E c o n o m ic  d e f ic it
( A - B ) -2 917 -4 312 -3 999 -40 .9 -47 .9 -4 .9 -2.5
Source: Central Reserve Bank of Peru.
"Preliminary ligures. ’Mainly rax reimbursements for non-traditional exports, tax capitalization and tax payment promisory
notes. rMainly property income, fin es  and deductions from pensions.
T h e  s h r in k a g e  o f  p u b l ic  e x p e n d i t u r e  w a s  e s s e n t ia l ly  d u e  to  a  c u tb a c k  in  in v e s tm e n t .  C e n tr a l  
g o v e r n m e n t  i n v e s tm e n t  fe ll b y  1 8 %  a n d  r e p r e s e n t e d  o n ly  3.2 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t .  T h is  
c u tb a c k  w a s  c o m p le m e n te d  b y  a u s te r i ty  m e a s u r e s  d e c r e e d  b y  th e  n e w  g o v e r n m e n t  in  t h e  f ie ld  o f  
c u r r e n t  e x p e n d i t u r e ;  t h e s e  in c lu d e d  a  f r e e z e  o n  p u b l ic - s e c to r  h i r i n g  a n d  a  r e d u c t io n  in  e x p e n d i tu r e  o n  
P e r u v i a n  r e p r e s e n t a t i o n  a b ro a d . N e v e r t h e l e s s ,  c u r r e n t  e x p e n d i t u r e  r e c o r d e d  a  m a r g in a l  in c r e a s e ,  
a f te r  h a v in g  s h r u n k  d u r in g  t h e  p r e c e d in g  tw o  y e a r s .
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1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
The economy of the Dominican Republic declined by 2 % in 1985 after having stagnated the previous 
year. This meant a drop of over 4% in the per capita product, which had already fallen by 2% in 1984 
(see table 1 and figure 1).
Among the factors contributing to this adverse evolution of the economy were the decline in the 
prices of the main export products, the more rigorous application of the adjustment programme 
agreed with the International Monetary Fund (IMF), a devastating drought, which affected production 
both for the domestic market and for export and the uncertainty typical of an election year. The 
recovery of public investment failed to reverse the combined effect of these unfavourable factors.
The contraction in export prices was reflected in a further deterioration of the terms of trade. 
Thus, during the four-year period 1982-1985, the purchasing power of exports has fallen by an 
average of 11%, while the actual volume of exports has gone down by less than 2%.
The further decline in the terms of trade and the increase in net external factor payments were 
only partially offset by the increase in net private transfers from abroad. This meant that the gross 
national income went down by 4.5 %, i.e., twice as much as the gross domestic product. The transfer of 
income abroad thus soared from US$70 million in 1984 to US$103 million in 1985.
As a result of the sharp reduction in the inflow of direct investments (-60%), the amount of 
long- and short- term capital entering the country fell by 4%. However, this situation was alleviated 
by a significant increase (90%) in United States grants to the country in support of the adjustment 
and stabilization agreement signed with the IMF. The inflow of capital from abroad thus increased by 
12%, making it possible to cover the current account deficit and increase the international reserves by 
US$13 million. Furthermore, the external debt owed to the Paris Club and to commercial banks was 
renegotiated on favourable terms. Pressure on the balance of payments was thus lightened, since the 
original amount of debt service would have committed more than 100% of the income obtained in 
1985 from the exports of goods and services.
In addition to the restrictions deriving from the external sector, there were others caused by the 
IMF adjustment programme. Early in 1983, the government had signed an expanded agreement with 
the Fund for 371 million SDR and had undertaken to adopt an economic adjustment programme 
during the period 1983-1985. This entailed making substantial changes in public sector and external 
debt financing and readjusting the exchange rate, interest rates and the prices of a number of 
government-subsidized products. During the first year, the terms of the programme were only 
partially fulfilled, so that in the second year it had to be applied even more rigorously. In 1985, the 
government decided to cancel the expanded agreement and to implement a programme within the 
framework of an agreement giving the right to draw 78.5 million sDr over a period of one year. This 
agreement was a prerequisite for renegotiation of the debt. By so doing, the country ensured that it 
would be able to obtain credits and take advantage of the Caribbean Basin Initiative.
The adjustment programme for 1985 provided for the adoption of restrictive monetary and 
fiscal measures, a unified exchange rate, higher interest rates, and an increase in electricity rates and 
in the prices of energy and the basic foods controlled by the National Price Stabilization Institute 
(INESPRE), whose scope of action was also to be limited.
At the end of January, the exchange markets were unified and price of foreign exchange was left 
to the free play of supply and demand. During the first three months of the year, the exchange rate 
increased by 8%, rising from 3.09 pesos per dollar in December 1984 to 3.34 pesos in March 1985. In 
April, however, it began to decline and during the second half of the year it stabilized at around 3 
pesos per dollar. The average devaluation was thus 10%.
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In  o r d e r  fo r th e  g o v e r n m e n t  to  d r a w  o f f  s o m e  o f  th e  p r o f i t s  w h ic h  th e  d e v a lu a t io n  p r o c e s s  
b r o u g h t  to  e x p o r t e r s ,  a  s u r ta x  o f  3 6 %  w a s  im p o s e d  o n  t r a d i t i o n a l  e x p o r t s  a n d  5 %  o n  n o n - t r a d i t i o n a l  
e x p o r t s .  T h e  fu n d s  th u s  o b ta in e d ,  w h ic h  a t  y e a r  e n d  s to o d  a t  5 4 8  m i l l io n  p e s o s ,  w e r e  a l lo c a te d  to  c o v e r  
th e  d e f ic i t  o f  th e  D o m in ic a n  E le c t r ic i ty  C o r p o r a t io n  (CDE) a n d  th e  C e n tr a l  B a n k 's  f o re ig n  e x c h a n g e  
lo s s e s  a n d  to  p a y  th e  e x te r n a l  p u b l ic  d e b t.
In  o r d e r  to  c o n ta in  d e m a n d ,  g lo b a l  c r e d i t  w a s  s e v e re ly  r e s t r ic te d .  T h u s ,  c r e d i t  to  th e  p u b lic  
s e c to r  c o n t r a c te d  b y  1 %  w h i le  c r e d i t  to  th e  p r iv a t e  s e c to r  in c r e a s e d  a t  a  r a te  ( a ro u n d  2 5  % ) w h ic h  w as  
s u b s ta n t ia l ly  lo w e r  t h a n  th e  in c r e a s e  in  th e  p r o d u c t  a t  c u r r e n t  p r ic e s  ( 3 4 % ) .
F in a l ly ,  in  o r d e r  to  e n c o u r a g e  d o m e s t ic  s a v in g  a n d  to  e x e r c is e  g r e a te r  c o n t r o l  o v e r  th e  in c r e a s e d  
l iq u id i ty ,  th e  i n t e r e s t  r a te s  o n  f in a n c ia l  c e r t i f ic a te s  w e re  in c r e a s e d  a n d  th e i r  d e n o m in a t io n s  re d u c e d .
T ab le  1
D O M I N I C A N  R E P U B L IC : M A IN  E C O N O M IC  I N D IC A T O R S
1979 1980 1981 1982 1983 1984 1985°
In d e x e s  ( 1 9 8 0 =  100)
B a s ic  e c o n o m ic  in d ic a to r s
G ro ss d o m es tic  p ro d u c t a t m a rk e t p rices 94.6 100.0 104.0 105.4 110.0 110.5 108.1
G ro ss n a tio n a l incom e 93.7 100.0 103.4 100.0 104.8 105.6 100.8
P o p u la tio n  (m illio n s  o f  in h a b ita n ts ) 5.43 5.56 5.69 5.83 5.96 6.10 6.24
P e r  c ap ita  g ro ss d o m e s tic  p ro d u c t 96.9 100.0 101.5 100.4 102.3 100.4 96.0
G ro w th ra te s
S h o rt- te rm  e c o n o m ic  in d ic a to rs  
G ro ss  d o m e s tic  p ro d u c t ¿1.5 5 .7 4 .0 1.4 4 .4 0.5 -2.2
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t 2 .0 3 .2 1.5 -1.0 1.9 -1.9 -4.4
G ro ss n a tio n a l incom e 
U n e m p lo y m e n t ra te
C o n su m e r  p rices
2 .8 6 .8 3 .4 -3.3 4 .8 0.8 -4.5
D ece m b e r-to -d ec em b er 25.6 4 .6 7.3 1.2 i n 38.1 28.4
V a ria tio n  b e tw een  annual av erages 13.2 16.8 7.6 1.6 7 .0 24.4 37.5
R eal w ag es and sa laries -4 .8 -7.0 -7.1 -6.5 1.5 -2.2
M oney 30.7 -3.1 13.3 10.9 (5.7 48.5 16.8
C u rre n t  incom e o f  g o v e rn m e n t 16.5 28.9 4 .5 -18.0 21.6 30.7 39.3
T o ta l e x p e n d itu re  o f  g o v e rn m e n t 
F iscal d e f ic it/to ta l e x p e n d itu re
48.7 7.5 1.4 -1.4 15.5 9.3 48.7
o f  g o v e rn m e n t 32.9 17.5 15.0 24.7 20.7 5.1 11.2
Fiscal d e f ic it/g ro ss  d o m es tic  p ro d u c t 5 .6 2 .8 2 .2 3 .1 2 .8 0.6 1.4
C u rre n t va lue  o f  e x p o rts  o f  goods 
and services 37.1 12.0 19.0 -24.5 8.8 10.2 -3.7
C u rre n t va lue  o f  im p o rts  o f  goods 
and services 28.6 29.3 -5.2 -15.6 3 .0 -1.6 2 .2
T e rm s o f  tra d e  (goods and serv ices) -5 .6 5 .9 2 .7 -25.4 5 .7 -1.3 -9.6
M ill io n s  o f  d o lla rs
C. E x te rn a l se c to r
T rad e  balance  (goods and serv ices) -349 -647 -306 -393 -339 -187 -273
N e t  p a y m e n ts  o f  p ro fits  and in te re s t 188 2 1 0 293 2 5 4 2 9 7 2 4 1 2 8 6
B alance  on  c u rre n t account -360 -674 -416 -457 -441 -223 -317
B alance  on  cap ita l account 3 5 8 7 0 8 4 5 4 311 303 321 342
V a ria tio n  in  n e t in te rn a tio n a l reserves 8 4 4 54 -160 -150 84 13
T o ta l e x te rn a l d e b tc 633 2  059 2 286 3  076 3 237 3 447 3 701
"Preliminary figures. Percentages. cDisbursed external public and private debt.
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T h e  m e a s u r e s  in c lu d e d  in  t h e  p r o g r a m m e  o n ly  p a r t i a l ly  fu lf il le d  i t s  t a r g e t s .  T h e  c o n ta in m e n t  o f  
c r e d i t  d id  a c h ie v e  th e  o b je c t iv e  o f  f i n a n c in g  t h e  f isc a l d e f ic i t  e x c lu s iv e ly  f ro m  e x te r n a l  r e s o u r c e s .  
H o w e v e r ,  t h e  im p a c t  i t  h a d  o n  d e m a n d  w a s  n o t  r e f le c te d  in  p r ic e s ,  w h ic h  o n  th e  c o n t r a ry  e x p e r ie n c e d  
v ig o r o u s  g r o w t h  ( 3 7 % ) ,  in f lu e n c e d  b y  t h e  s u b s t a n t i a l  in c r e a s e s  in  s o m e  o f  t h e  g o o d s  a n d  s e rv ic e s  
p r o d u c e d  b y  p u b l ic  e n t e r p r i s e s  a n d  t h e  in c r e a s e  in  t h e  e x c h a n g e  r a te .  T h e  im p a c t  w a s  n o t  f e l t  o n  
i m p o r t s  e i t h e r ,  s in c e  t h e  e v o lu t io n  o f  t h e  l a t t e r  w a s  d u e  to  t h e  s lu m p  in  e c o n o m ic  a c tiv ity .
In  t h e  f isc a l s p h e r e ,  t a x  r e v e n u e  in c r e a s e d  b y  4 3  % ,  b u t  a s  p u b l ic  e x p e n d i tu r e  in c r e a s e d  b y  n e a r ly  
5 0 %  t h e  c e n t r a l  g o v e r n m e n t  d e f ic i t  m o r e  t h a n  t r e b le d ,  a l t h o u g h  in  t e r m s  o f  t h e  p r o d u c t  i t  c o n t in u e d  
to  b e  q u i te  m o d e r a t e  ( 1 .4 % ) .  T h e  im b a la n c e  w a s  m o r e  s e r io u s ,  h o w e v e r ,  i f  t h e  w h o le  p u b l ic  s e c to r  is  
c o n s id e re d .  I n  t h i s  c a s e , f u r th e r  lo s s e s  b y  t h e  D o m in ic a n  E le c t r ic i ty  C o r p o r a t io n  a n d  t h e  S ta te  S u g a r  
C o u n c il  (CEA) w id e n e d  th e  im b a la n c e  b y  n e a r ly  5 0 % ,  r a i s in g  i t  f ro m  4 . 1 %  to  4 .6 %  a s  a  p r o p o r t i o n  o f  
t h e  p r o d u c t .
F u r t h e r m o r e ,  a l t h o u g h  in  r e s p e c t  o f  d o m e s t ic  f i n a n c in g  t h e  s ta te d  g o a ls  w e r e  m o r e  t h a n  
s a t is f a c to r i ly  m e t ,  t h e  s h a r p  a n d  i n d i s c r im in a t e  r e d u c t io n  in  t h e  c r e d i t  f lo w  a d v e r s e ly  a ffe c te d  th e  
e n t i r e  e c o n o m y , r e g a r d le s s  o f  t h e  e c o n o m ic  o r  so c ia l i m p o r t a n c e  o f  t h e  a c t iv i t ie s  a n d  p r o g r a m m e s  
in v o lv e d .
E v e n  th o u g h  a s  f ro m  Ju ly  t h e  m in im u m  w a g e  w a s  in c r e a s e d  f ro m  175 to  2 5 0  p e s o s ,  t h e  p r ic e  
h ik e  c o m p le te ly  w ip e d  o u t  t h i s  a d ju s tm e n t  a n d  r e a l  w a g e s  fe ll  b y  2 % ,  so  t h a t  th e y  s to o d  a t  b a r e ly  8 0 %  
o f  t h e  1 9 8 0  le v e l .  T h is  a ffe c te d  fa m ily  c o n s u m p t io n  a n d  a c c e n tu a te d  t h e  u n e q u a l  in c o m e  d i s t r ib u t io n .
T h e  e le c t io n  c a m p a ig n  in  1985  a ls o  a ffe c te d  t h e  c o u n t r y 's  e c o n o m y . T h e  c o n f l ic ts  b e tw e e n  
p o l i t i c a l  g r o u p s  a s  w e l l  a s  in s id e  t h e  o ff ic ia l p a r ty  w e r e  r e f le c te d  in  t h e  d e c is io n s  t a k e n  b y  C o n g re s s .  
A t  t h e  b e g in n in g  o f  t h e  y e a r ,  t h e  S e n a te  t u r n e d  d o w n  a  s e r ie s  o f  t a x  m e a s u r e s ,  w i th  t h e  r e s u l t  t h a t  in  
o r d e r  to  f in a n c e  t h e  b u d g e t ,  t h e  g o v e r n m e n t  h a d  to  r a i s e  e le c tr ic i ty  r a t e s  a n d  e n e r g y  p r ic e s  a b o v e  th e  
p l a n n e d  le v e l ,  t h e r e b y  fo rc in g  p r ic e s  u p . F u r t h e r m o r e ,  a p p r o v a l  o f  t h e  e x t e r n a l  c r e d i t s  t h a t  h a d  
a lr e a d y  b e e n  n e g o t i a t e d  w a s  d e la y e d .
W i t h  t h e  b a c k in g  o f  e x t e r n a l  l e n d e r s  a n d  t h e  C a r ib b e a n  B a s in  I n i t i a t i v e ,  e m p h a s i s  c o n t in u e d  to  
b e  p la c e d  o n  th e  p o lic y  o f  p r o m o t i n g  n o n - t r a d i t i o n a l  e x p o r t s  a n d  t h e  s u b c o n t r a c t in g  in d u s try  a s  t h e  
f u n d a m e n ta l  e l e m e n t s  o f  d e v e lo p m e n t .  I n  c o n t r a s t ,  s c a n t  a t t e n t i o n  w a s  p a id  to  t r a d i t i o n a l  e x p o r t s  
a n d  to  m a n u f a c tu r in g  fo r  t h e  d o m e s t ic  m a r k e t .
T o  s u m  u p ,  in  1985  th e  r e c e s s io n a r y  e f fe c ts  c a u s e d  b y  th e  e x t e r n a l  s e c to r  a n d  t h e  a d ju s tm e n t  
p r o g r a m m e  h a d  a  n e g a t iv e  im p a c t  o n  a lm o s t  a ll  t h e  m a jo r  e c o n o m ic  v a r ia b le s .  T h is  w a s  f u r th e r  
c o m p o u n d e d  b y  t h e  e f fe c ts  o f  t h e  r u n n in g - d o w n  o f  t h e  g r o w th  m o d e l ,  t h e  m a in  r e f le c t io n  o f  w h ic h  
w a s  t h e  lo w e r  e ff ic ie n c y  o f  i n v e s tm e n t ,  e s p e c ia l ly  in  in d u s t r y .  T h e  e c o n o m ic  r e c e s s io n  w a s  a c c o m p a n ­
ie d  b y  a  r e s u r g e n c e  o f  in f la t io n  — a l th o u g h  th i s  s la c k e n e d  s o m e w h a t  d u r in g  t h e  s e c o n d  h a l f  o f  t h e  
y e a r —  a n d  a  c o n t in u e d  d e c l in e  in  r e a l  w a g e s . S o c ia l t e n s io n s ,  h o w e v e r ,  d id  n o t  e x p lo d e  w i th  t h e  
s e r io u s  c o n s e q u e n c e s  o f  t h e  y e a r  b e f o re ,  a s  t h e  p o p u l a t i o n 's  a t t e n t i o n  w a s  fo c u se d  o n  th e  e le c to r a l  
p r o c e s s .
2 . T r e n d s  in  e c o n o m i c  a c t iv i t y
a )  Total supply and demand
T o ta l  s u p p ly ,  w h ic h  h a d  s t a g n a t e d  t h e  y e a r  b e f o re ,  fe ll  b y  1.5 % . T h is  t r e n d  w a s  d u e  to  t h e  2 .2 %  
d e c l in e  in  o u tp u t ,  s in c e  i m p o r t s  o f  g o o d s  a n d  s e rv ic e s  s h o w e d  a  s l ig h t  re c o v e ry  ( 1 .6 % )  a f te r  h a v in g  
d e c l in e d  b y  3 %  t h e  p r e v io u s  y e a r  ( s e e  ta b le  2 ) .
O n  t h e  d e m a n d  s id e , t h e  v a r ia b le s  w e r e  n e g a t iv e  e x c e p t  f o r  t h e  v o lu m e  o f  e x p o r t s  o f  g o o d s  a n d  
s e rv ic e s ,  w h ic h  in c r e a s e d  b y  6 % ,  a n d  p u b l ic  i n v e s tm e n t ,  w h ic h  a ls o  e x p a n d e d .
F u r t h e r  r e in f o r c in g  th e  t r e n d  o f  t h e  p r e v io u s  y e a r ,  g r o s s  f ix e d  in v e s tm e n t  d e c l in e d  b y  2 %  a n d  
w o u ld  h a v e  f a l le n  e v e n  m o r e ,  h a d  i t  n o t  b e e n  fo r  t h e  re c o v e ry  o f  p u b l ic  s e c to r  i n v e s tm e n t  ( 3 9 % ) ,  
s in c e  p r i v a t e  s e c to r  i n v e s tm e n t  fe ll b y  9 % . T h e  s ig n i f ic a n t  u p t u r n  in  p u b l ic  i n v e s tm e n t  d id  n o t ,  
h o w e v e r ,  c o m p e n s a t e  f o r  i ts  c o n s id e ra b le  d e c re a s e s  in  p r e v io u s  y e a r s ,  w h ic h  w e r e  r e f le c te d  in  t h e  
c o n s id e r a b le  d r o p  in  p u b l ic  i n v e s tm e n t ,  a s  a  p e r c e n ta g e  o f  t h e  p r o d u c t ,  f ro m  8 .7 %  in  1975  to  5 .2 %  in  
198 0  a n d  3 .4 %  in  198 5 .
C a p ita l  a c c u m u la t io n  in  m a c h in e r y  a n d  e q u i p m e n t  r o s e  b y  m o r e  t h a n  2 4 % ,  a f te r  f o u r  y e a r s  o f  
s te a d y  d e t e r io r a t i o n .  F o r  i ts  p a r t ,  i n v e s tm e n t  in  c o n s t r u c t io n ,  w h ic h  h a d  a lre a d y  s h o w n  a  d w in d l in g  
g r o w th  r a t e ,  d e c l in e d  b y  1 0 % .
575
F ig u re  1








A G ro s s  n a t io n a l  i n c o m e 3
5
G ro s s  d o m e s tic  p r o d u c t 3 » „ - " '  * \  /  %  
N ,
i I I  L É 1 1 1 t 1
1 9 7 0 1973 1976 19 7 9











1 9 7 0  1973 197 6  1 9 7 9  1 9 8 2  1985
1.0
N e t  m o v e m e n t  o f  c a p i t a l 0 
0 .5
T ra d e  b a l a n c e 0
-0 .5  L
B a la n c e  o n  c u r r e n t  a c c o u n t
-1 .0
197 0  
4 r 
2 -
1 9 7 0
1 9 7 0
-*«*
N e t  f a c to r  p a y m e n t s
1_____ i______i______i______i_____ i______i______i
1973 19 7 6  197 9
1973 197 6  197 9
N e t  i n te r e s t  
E x p o r t s  o f  g o o d s
1 9 7 3  1 9 7 6  1 9 7 9
1982 1985
1982 1985
1 9 8 2 1 9 8 5
0
-J -____ i
Source: ECLAC, on the basis o f official data.
aA nnual grow th rate. brjecernber-D ecem ber percentage variation. cB illions o f dollars.
dpe reentages.
DOMINICAN REPUBLIC
T a b le  2
DOMINICAN REPUBLIC: TOTAL SUPPLY A N D  DEM AND
In d ex es  (1980  =  100) P e rc e n ta g e  G ro w th  ra te s
b re a k d o w n
1983 1984 1985” 1980 1985” 1982 1983 1984 1985”
T o ta l su p p ly 102.3 102.7 101.1 128.9 120.6 -2.5 4 .3 -0.1 -1 .5
G ro ss d o m es tic  p ro d u c t
a t m a rk e t p rices 110.0 110.5 108.1 100.0 100.0 1.4 4.4 0.5 -2.2
Im p o rts  o f  goo d s and
serv ices 78.0 75.8 77.0 28 .9 20.6 -17.7 4.2 -2 .8 1.6
T o ta l d e m a n d 102.8 102.7 101.1 128.9 120.6 -2.5 4 .3 -0.1 -1.5
D o m e s tic  d em an d 100.8 98.7 95.5 109 8 97.0 -2.7 4 .4 -2.1 3.2
G ro ss d o m e s tic  in v e s tm e n t 84.7 85.4 80.5 24.9 18.5 -7.2 2.4 0.9 -5.7
G ro ss  fixed in v e s tm e n t 85.5 84.9 83.0 23 .6 18.1 -11.2 5.3 -0.7 -2.2
C o n s tru c tio n 102.6 105.2 94.3 14.6 12.8 -4.8 9.6 2.5 -10.4
M a ch in e ry  and e q u ip m e n t 57.7 51.9 64.6 9.0 5.4 -24.0 -5.3 -10.0 24.5
P u b lic 85.1 50.4 70.2 5.2 3.4 -19.0 17.2 -40.8 39.2
P riv a te 85.6 94.7 86.7 18.4 14.8 -9.0 2.4 10.6 -8.5
C h a n g es  in  stocks 68.1 95.0 32.7 1.2 0.4
T o ta l c o n su m p tio n 105.5 102.5 99.9 84.9 78.4 -1.6 4 .9 -2.9 -2 .6
G e n e ra l g o v e rn m e n t 136.6 130.3 134.1 7.6 9.4 6.0 2.7 -4 .6 2.9
P riv a te 102.5 99.8 96.5 77.3 69.0 -2.5 5.1 -2.6 -3.3
E x p o rts  o f  goods and
se rv ices 114.2 125.9 133.3 19-2 23.6 -1.3 4.2 10.3 5.9
Source: ECLAC, on the basis of official figures.
Note: The figures for exports and imports of goods and services were taken from IMF balance-of-payments data at current dollars prices, 
converted to constant 1980 values by means of unit value indexes calculated by ECLAC for this purpose.
"Preliminary figures.
T h e  c o n t r a c t io n  in  e c o n o m ic  a c t iv i ty , t h e  d e c l in e  in  r e a l  w a g e s  a n d  th e  in c r e a s e  in  u n e m p lo y ­
m e n t  le v e ls  a c c e n tu a te d  t h e  d r o p  in  p r i v a t e  c o n s u m p t io n ,  w h ic h  w e n t  d o w n  b y  3 % ,  r e p r e s e n t i n g  a  
fa ll o f  6 %  in  p e r  c a p i ta  t e r m s .
G o v e r n m e n t  c o n s u m p t io n  e x p a n d e d  b y  3 %  b e c a u s e  o f  t h e  in c r e a s e  in  p e r s o n n e l  e m p lo y e d  a n d  
in  m a te r i a l s  a n d  s u p p l ie s  c o n s u m e d . P u b l ic  e x p e n d i t u r e  th u s  c a m e  to  r e p r e s e n t  a r o u n d  1 0 %  o f  t h e  
p r o d u c t .
b )  Evolution o f  the main sectors o f  production
T h e  c o n t r a c t io n  o f  t h e  e c o n o m y  w a s  t h e  r e s u l t  o f  a  d e c l in e  t h a t  a ffe c te d  v i r tu a l ly  a ll b r a n c h e s  o f  
a c tiv i ty . T h e  p r o d u c t io n  o f  g o o d s  d e c l in e d  b y  n e a r ly  5 % ,  a s  a  c o n s e q u e n c e  o f  t h e  1 1 %  c u tb a c k  in  
c o n s t r u c t io n ,  o f  le s s  s h a r p  r e d u c t io n s  in  a g r ic u l tu r e  a n d  m a n u f a c tu r in g  ( - 3 %  a n d  - 4 % ) ,  a n d  o f  t h e  
s t a g n a t io n  o f  m i n i n g  a c t iv i ty  ( s e e  ta b le  3 ).
B a s ic  s e rv ic e s  fe ll b y  a lm o s t  2 % .  T h is  w a s  d u e  to  t h e  r e d u c t io n s  in  t r a n s p o r t ,  s to r a g e  a n d  
c o m m u n ic a t io n s ,  s in c e  e le c tr ic i ty ,  g a s  a n d  w a te r  s e rv ic e s  e x p a n d e d  b y  5 % ,  p r im a r i l y  b e c a u s e  o f  t h e  
r e s t r u c t u r i n g  o f  e le c t r ic a l  e n e r g y  ta r if f s .
T h e  p r o d u c t  o f  t h e  r e s t  o f  t h e  s e rv ic e s  s e c to r  r e m a in e d  s ta g n a n t .  C o m m e r c e ,  w h ic h  is  t h e  
a c tiv ity  o f  g r e a t e s t  i m p o r t a n c e ,  c o n t r a c te d  b y  4 %  o n  a c c o u n t  o f  t h e  d r o p  in  p r i v a t e  c o n s u m p t io n ,  
w h i le  g o v e r n m e n t  s e rv ic e s  a n d  r e a l  e s t a t e  s h o w e d  fe e b le  g r o w th  ( 1 % ) .  O n e  e x c e p t io n  w a s  f in a n c ia l  
a c tiv i ty , w h ic h  in c r e a s e d  b y  3 %  w h e n  i t  c a p i t a l i z e d  o n  s o m e  o f  t h e  d i s t o r t i n g  e f fe c ts  o f  t h e  c r is is .
i)  The agricultural sector. A f te r  h a v in g  s t a g n a t e d  in  1 9 8 4 , a g r ic u l tu r a l  p r o d u c t io n  fe ll  b y  3 % . 
T h is  w a s  d u e  to  a  d r o p  in  a g r ic u l tu r a l  o u t p u t  f o r  e x p o r t  ( -8 % )  a n d  in  l iv e s to c k  o u tp u t  (-3  % )  a n d  a lso  
to  t h e  s t a g n a t io n  o f  p r o d u c t io n  f o r  d o m e s t ic  c o n s u m p t io n ,  w h ic h  in  p r e v io u s  y e a r s  h a d  s p u r r e d  
g r o w t h  ( s e e  t a b l e  4 ) .
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P r o m i n e n t  a m o n g  t h e  f a c to r s  w h ic h  a d v e r s e ly  a f fe c te d  th e  s e c to r 's  p e r f o r m a n c e  w e r e  th o s e  
c o n n e c te d  w i th  t h e  e c o n o m ic  a d ju s tm e n t  p r o c e s s  ( c o s t  in c r e a s e s ,  c o n t r a c t io n  in  d e m a n d  a n d  in s u f f i ­
c ie n t  c r e d i t )  ; ' t h e  u n f a v o u r a b le  e x t e r n a l  m a r k e t  s i t u a t io n  f o r  s e v e ra l  o f  t h e  c h ie f  e x p o r t  p r o d u c t s ,  a n d  
a d v e r s e  c l im a t ic  c o n d i t io n s .
P r o d u c t io n  f o r  t h e  e x t e r n a l  m a r k e t  w a s  s e v e re ly  a ffe c te d  b y  t h e  d e c l in e  in  t h e  s u g a r  c r o p  fo r  t h e  
t h i r d  c o n s e c u t iv e  y e a r  ( - 2 0 % ) .  T h e  p e r s i s t e n t  s l id e  o f  i n t e r n a t io n a l  s u g a r  p r ic e s ,  c o m p o u n d e d  b y  th e  
s h a r p  i n c r e a s e  in  p r o d u c t io n  c o s ts ,  m a d e  s u g a r  p r o d u c t io n  in c r e a s in g ly  u n te n a b le .  I n  t h e  fa c e  o f  th i s  
s i t u a t io n ,  s u g a r  c o n t in u e d  to  b e  r e p la c e d  b y  s h o r t - c y c le  c r o p s  ( m a iz e ,  y u c c a , s w e e t  p o t a t o ,  t a r o )  a n d  
f r u i t s .1 2 In  1 9 8 5 , s o m e  12 5 0 0  h e c t a r e s  o w n e d  b y  t h e  S ta te  S u g a r  C o u n c il  (CEA) w e r e  c o n v e r te d  f ro m  
s u g a r  p r o d u c t i o n  in  t h i s  w a y .
C o ffe e  a n d  c o c o a  p r o d u c t io n  c o n t in u e d  to  s t a g n a t e :  t h e s e  c r o p s  w e r e  d a m a g e d  b y  a  d r o u g h t  
w h ic h  a ffe c te d  t h e i r  b l o s s o m in g  a n d  b y  t h e  d e la y  in  c a r r y in g  o u t  r e p l a c e m e n t  a n d  r e h a b i l i t a t io n  w o r k  
o n  t h e  p l a n t a t i o n s ,  b e c a u s e  o f  la c k  o f  c r e d i t .  C o n s e q u e n t ly ,  t h e r e  w a s  a  d r o p  o f  b e tw e e n  1 0 %  a n d  2 5  %  
in  p r o d u c t iv i ty  p e r  h e c ta r e .
T o b a c c o  w a s  t h e  o n ly  c r o p  w h e r e  o u tp u t  in c r e a s e d  ( 12  % ) .  T h e  a r e a  u n d e r  c u l t iv a t io n  e x p a n d e d  
b y  2 7 % ,  p r o m p te d  b y  th e  h i g h e r  p r ic e s  o n  th e  e x t e r n a l  m a r k e t s  a t  s o w in g  t im e .  H o w e v e r ,  t h e  c r e d i t  
s q u e e z e ,  t h e  p e r s i s t e n t  r i s e  in  c o s ts  a n d  t h e  d e c l in e  in  p r ic e s  f ro m  m id -y e a r  d im in i s h e d  t h e  f in a l  
r e tu r n .
T ab le  3
D O M I N I C A N  R E P U B L IC : G R O S S  D O M E S T IC  P R O D U C T , B Y  K I N D  O F  
E C O N O M IC  A C T I V IT Y , A T  1980 M A R K E T  P R IC E S
In d ex es  (1980  == 100)
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985" 1980 1985" 1982 1983 1984 1985°
G ro s s  d o m e s tic  p ro d u c t 110.0 110.5 108.1 100.0 100.0 1.4 4 .4 0.5 -2 .2
G o o d s 109.0 109.2 104.5 48 .0 46 .4 -1 .0 5.8 0.2 -4.4
A g ric u ltu re 113.6 113.4 109.6 20.2 20.4 4.6 3.0 -0.2 -3.3
M in in g 100.0 108.4 108.3 5.3 5.3 -30.8 32.8 8.4 -0.1
M a n u fac tu rin g 107.7 104.5 100.2 15.3 14.2 3.6 1.2 -3.0 -4.1
C o n s tru c tio n 105.4 108.4 96.2 7.2 6.4 -4.0 10.3 2.9 -11.2
B a sic  se rv ices 111.8 111.8 109.7 5.9 6.0 4 .7 1.2 -0.1 -1 .8
E le c tric ity , gas and w ate r 
T ra n s p o r t ,  s to rag e  and
102.7 115.5 121.2 0.5 0.5 -9.4 3.9 12.5 4 .9
co m m u n ica tio n s 112.6 111.5 108.8 5.5 5.5 5.9 1.0 -1.0 -2.4
O th e r  se rv ices  
C o m m erce , r e s ta u ra n ts
110.8 111.6 111.7 46.1 4 7 .6 3.4 3.3 0.8 0.1
an d  h o te ls
F in a n c ia l e s ta b lis h m e n ts , 
in su ra n c e , re a l e s ta te
110.4 108.6 104.7 15.8 15.3 5.1 0.5 -1 .6 -3.6
an d  b u s in e ss  se rv ices 106.9 109.5 112.5 12.0 12.5 0.7 4.6 2.4 2.8
O w n e rsh ip  o f  d w e llin g s  
C o m m u n ity , social an d
104.4 106.0 107.1 8.4 8.3 -0.9 5.0 1.5 1.0
p e rso n a l se rv ices 113.7 115.7 117.2 18.3 198 3.7 5.0 1.7 1.3
G o v e rn m e n t se rv ices 114.3 118.1 119.6 8.3 9.2 3.9 2.8 3.3 1.2
Source: ECLAC, on the basis of official figures.
"Preliminary figures. Includes the livestock, forestry and fisheries sectors.
1 Credit from the Banco Agrícola increased by only 69? and loans from the commercial banks to the agricultural sector by 23*/?, which in 
real values meant reductions of 23'/? and 119f, respectively.
2 Private investors set up the firm Frutas Dominicanas, while United Brands of New York, which has promoted pineapple growing, will 
shortly begin to export juices and concentrates. United Brands is also involved in promoting melon growing. Some Israeli firms are investing in 




DOMINICAN REPUBLIC: INDICATORS OF AGRICULTURAL PRODUCTION
1981 1982 1983 1984 1985° ------
1982 1983 1984 1985°
________ G row th rates_________
In d e x  o f  a g r ic u l tu ra l
p r o d u c t io n  (1970  =  100) 152.6 160.0 165.9 164.4 158.5 4 .8 3.8 -0 .9 -3 .6
C ro p  farm ing 139.6 144.9 149.0 146.9 141.2 3.8 2.8 -1.4 -3.9
F o r e x p o rt 130.8 132.7 131.8 123.4 113.0 1.5 -0.7 -6.4 -8.4
F o r d o m es tic  c o n su m p tio n 154.6 165.5 178.1 186.6 185.9 7.1 7.6 4.8 -0.4
S to ck -ra is in g 174.5 185.4 194.3 193.7 187.7 6.2 4.8 0.3 -3.1
P ro d u c t io n  o f  m a in  c ro p s
F o r e x p o rt
S ugar cane 10 275 11 805 11 520 10 271 8 218 14.9 -2.4 -10.9 -20.0
C ocoa 32 35 33 35 35 9.8 -5.8 6.2 -0.1
Coffee 110 127 136 144 144 15.8 7.2 5.9 -0.2
T obacco 56 34 34 28 31 -38.8 - -17.8 12.5
F o r d o m e s tic  c o n su m p tio n
R ice 400 447 501 507 494 11.6 12.2 1.1 -2.5
B e an s 52 59 61 67 48 12.0 3.4 9.7 -28.6
M a ize 63 46 55 84 115 -26.5 19.6 50.0 37.2
P la n ta in s ' 1 256 1 213 1 101 1 124 1 180 -3.4 -9.2 2.1 5.0
T aro 50 56 49 51 54 11.2 -12.5 4.1 6.8
Y uca 126 109 112 124 135 -13.0 2.8 10.7 9.4
I n d ic a to r s  o f  s to c k - r a is in g  
p r o d u c t io n
S la u g h te rin g
B e ef 55 60 63 66 74 8.5 5.0 4.8 12.3
P o rk 1 2 2 7 7 145.1 - 236.4 -1.3
P o u ltry 73 78 83 84 81 7.9 6.4 1.2 -3 .6
M ilk  p ro d u c tio n 444 452 463 414 368 1.9 2.3 -9.7 -12.0
Source: ECLAC, on the basis of figures from the Central Bank of the Dominican Republic. 
"Preliminary figures. '"Thousands of tons, cThousands of hands. Thousands of litres.
The poorer harvests of beans (-29%) and rice (-3%) were decisive factors in the stagnation of 
production for domestic consumption, since the remaining products in general performed 
satisfactorily.
Rice production —which represents over 40% of the production for domestic consumption— 
was hurt by the shortage of liquidity in the National Prices Institute (INESPRE), which forced cuts in 
the financing given to farmers and resulted in a reduction of the area under cultivation.3 To make 
matters worse, the drought which damaged approximately two-thirds of the crops planted in the 
spring caused a contraction of between 5% and 31 % in productivity. The drop in national rice 
production for the second year in a row made it necessary once again to resort to imports to satisfy 
domestic consumption needs, whereas in 1983 the country had attained the goal of self-sufficiency.
"• INESPRE has been experiencing financial problems, for some time, and these gor worse with the application of the adjustment 
programme. This government agency was set up in 1969 to regulate the prices of agricultural products and to protect the consumption of 
low-income groups. To that end, it sets prices at the different stages of the marketing process and buys and sells products on the national and 
international markets. In the case of rice, it controls virtually all of the supply.
Thanks to a relative equilibrium between buying and selling prices, INESPRE succeeded in showing a surplus up to 1979. Since then, 
however, it has begun to show a growing deficit, because with the contraction in real wages it was necessary to subsidize an increasingly high 
percentage of the price of g(x>ds in order to safeguard the consumption of the urban population. The imbalance in question was due to an 
inadequate readjustment of producer prices and the lack of financial resources, which caused delays in payments to rice processors, who, finding 
themselves without these resources, reduced in turn the supply of credit to the small and medium-sized producers from whom they bought their 
harvests. This situation, combined with higher costs, has led to a reduction in the area under cultivation in the last two years.
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T h e  b e a n  c r o p s ,  lo c a te d  la rg e ly  in  n o n - i r r i g a t e d  a re a s , w e r e  t h e  m o s t  s e v e re ly  h u r t  b y  th e  
d r o u g h t .  P r o d u c t io n  d e c r e a s e d  b y  2 9 % ,  a f te r  e x p a n d in g  o v e r  t h e  la s t  t h r e e  y e a r s  a t  a n  a v e r a g e  a n n u a l  
r a t e  o f  c lo s e  to  9 % .
T h e  in c r e a s e s  in  t h e  m a iz e  ( 3 7 % )  a n d  p e a n u t  ( 2 3 % )  h a r v e s t s  w e r e  w o r th y  o f  n o te .  M a iz e  w a s  
g iv e n  p r e f e r e n t i a l  s u p p o r t  b y  b o th  t h e  p u b l ic  a n d  p r i v a t e  s e c to r s ,  a s  p a r t  o f  t h e  e f fo r ts  to  r e d u c e  
i m p o r t s ,  s in c e  m a iz e  is  a  b a s ic  i n p u t  in  p o u l t ry  a n d  l iv e s to c k  r e a r in g .  F o r  t h e i r  p a r t ,  p e a n u t s  w e r e  
g iv e n  t h e  i n c e n t iv e  o f  b e t t e r  s u p p o r t  p r i c e s  b e c a u s e  o f  t h e i r  im p o r t a n c e  a s  a  r a w  m a te r i a l  f o r  th e  
e d ib le  o il  in d u s t r y ,  w h ic h  is  m a in ly  s u p p l ie d  f ro m  e x te r n a l  m a r k e ts .
T h e  o t h e r  c r o p s  p r o d u c e d  f o r  d o m e s t ic  c o n s u m p t io n  e v o lv e d  f a v o u ra b ly , e i t h e r  b e c a u s e  th e y  
w e r e  le s s  s e v e re ly  a ffe c te d  b y  t h e  d r o u g h t  o r  b e c a u s e  th e y  w e r e  g r o w n  in  i r r ig a te d  a r e a s .4
L iv e s to c k  p r o d u c t io n  fe ll  b y  3 % ,  a f te r  h a v i n g  s ta g n a te d  in  1984. T h e  r i s e  in  t h e  p r ic e s  o f  
im p o r t e d  in p u t s ,  w h o s e  w e ig h t  in  t h e  p r o d u c t io n  p r o c e s s  i s  c o n s id e ra b le ,  p u s h e d  c o s ts  u p ,5  w h i le  a t 
t h e  s a m e  t i m e  d e m a n d  c o n t r a c te d .  F u r t h e r m o r e ,  a s  in  t h e  c a se  o f  c r o p  f a r m in g ,  c r e d i t  r e s o u r c e s  w e r e  
in a d e q u a te .  O n  t h e  o t h e r  h a n d ,  f a v o u ra b le  d e v e lo p m e n t s  w e r e  t h e  g r e a t e r  su p p ly  o f  a n im a l  fe e d , 
t h a n k s  to  t h e  in c r e a s e  in  n a t io n a l  m a iz e  a n d  s o r g h u m  o u tp u t ,  a n d  th e  g r e a te r  u s e  m a d e  o f  t h e  
m o la s s e s  d e r iv e d  f r o m  s u g a r  m a n u f a c tu r e  in  l iv e s to c k  fe e d in g .
C a t t l e  s l a u g h te r i n g  g r e w  b y  1 2 %  — a  th r e e f o ld  in c r e a s e  o v e r  t h e  p r e v io u s  y e a r 's  r a t e —  
e n c o u r a g e d  b y  t h e  r e o p e n i n g  o f  t h e  U n i t e d  S ta te s  m a r k e t ,  w h ic h  p a y s  m u c h  h i g h e r  p r ic e s  t h a n  lo ca l 
m a r k e t s .
P o r k  p r o d u c t io n  s l ip p e d  b y  1 % , a f te r  i ts  s p e c ta c u la r  c l im b  th e  y e a r  b e fo re  ( 2 3 6 % ) .  T h e  b ig  
in c r e a s e s  e x p e r i e n c e d  in  th i s  i t e m  in  p r e v io u s  y e a r s  w e r e  t h e  r e s u l t  o f  t h e  r e p l a c e m e n t  p r o g r a m m e  
s t a r t e d  in  1981 to  a l le v ia te  t h e  im p a c t  o f  t h e  o u tb r e a k  o f  s w in e  fe v e r  e a r ly  in  t h e  s e v e n t ie s ,  w h ic h  
a lm o s t  w ip e d  o u t  t h e  h e r d s .  I n  1 9 8 5 , h o w e v e r ,  p r o g r e s s  in  t h e  p r o g r a m m e  w a s  im p e d e d  b y  r i s in g  
c o s ts  a n d  th e  c o n t r a c t io n  in  c r e d i t  a v a ila b il i ty .
P o u l t r y ,  e g g  a n d  m i lk  p r o d u c t io n  w e r e  h u r t  n o t  o n ly  b y  t h e  s h o r t a g e s  m e n t io n e d  a b o v e , b u t  a lso  
b y  a  d r o p  in  d e m a n d .  A ll  o f  t h i s  c o n s p i r e d  to  p r o d u c e  a  s h u td o w n  o f  s o m e  f a rm s  a n d  a  d r o p  in  
p r o d u c t io n ,  s in c e  n o  r e s o u r c e s  w e r e  a v a i la b le  to  r e p la c e  lo w -y ie ld  a n im a ls .
I n  t h e  m i lk  in d u s t r y ,  t h e r e  w a s  a  t r e n d  a m o n g  f a r m e r s ,  to  c o n v e r t  to  t h e  p r o c e s s in g  o f  d a iry  
p r o d u c t s  a n d  to  t h e  p r o d u c t io n  o f  m e a t ,  w h ic h ,  a s  a lre a d y  n o te d ,  c a n  b e  so ld  in  t h e  U n i t e d  S ta te s .
ii)  Mining. M i n i n g  p r o d u c t io n  s t a g n a t e d  a f te r  h a v i n g  g r o w n  b y  3 3 %  in  1983 a n d  8 %  in  1984 . 
P r o d u c t io n  in  th i s  b r a n c h  o f  a c tiv i ty  w h ic h  is  g e a r e d  to  e x t e r n a l  m a r k e t s ,  is  u n s ta b le  a n d  s h o w s  a 
d o w n w a r d  te n d e n c y :  b a u x i te  p r o d u c t io n  c e a s e d  t h r e e  y e a r s  a g o  w h e n  th e  U n i t e d  S ta te s  c o m p a n y  th a t  
e x p lo i t e d  t h e  d e p o s i t s  d e p a r t e d ;  t h e  r e s e r v e s  o f  t h e  g o ld  a n d  s i lv e r  m in e  a re  b e in g  e x h a u s te d  a n d  i t  is  
f o re c a s t  t h a t  b y  t h e  e n d  o f  t h e  d e c a d e  th e y  c a n  n o  lo n g e r  b e  m in e d ;  f e r r o n ic k e l ,  t h e  o n ly  p r o d u c t  w h ic h  
h a s  c o n t r i b u te d  to  g r o w t h  in  t h e  s e c to r ,  i s  s u b je c t  to t h e  v io l e n t  u p s  a n d  d o w n s  o f  t h e  i n t e r n a t io n a l  
m a r k e t  p r ic e  q u o t a t i o n s  ( s e e  ta b le  5 ).
I n  1 9 8 5 , g o ld  p r o d u c t io n  d e c r e a s e d  b y  3 % ,  w h i le  s i lv e r  p r o d u c t io n  r o s e  b y  3 1 % .  T h is  ty p e  o f  
p e r f o r m a n c e  is  ty p ic a l  o f  d e c l in in g  m in e s ,  w h e r e  s i lv e r  t e n d s  to  a c c o u n t f o r  a n  in c r e a s in g  p r o p o r t i o n  
o f  t h e  m e ta l  e x t r a c te d .  T h e  S ta te  e n t e r p r i s e  t h a t  o w n s  th e  m in e s  h a d  o r ig in a l ly  p l a n n e d  fo r  lo w e r  
p r o d u c t io n ,  h a v i n g  r e g a r d  to  t h e  d r o p  in  i n t e r n a t io n a l  p r ic e s ;  h o w e v e r ,  t h e  t a r g e t  w a s  r a i s e d  b e c a u s e  
t h e  g o v e r n m e n t  n e e d e d  m o r e  r e s o u r c e s  to  f in a n c e  a  s a la ry  in c r e a s e  fo r  p u b l ic  e m p lo y e e s .  W i th  t h e  
a im  o f  e x t e n d i n g  t h e  u se fu l l ife  o f  t h e  m in e  fo r  a n o t h e r  2 5  y e a r s ,  a  f e a s ib il i ty  s tu d y  w a s  c a r r ie d  o u t  to  
d e t e r m i n e  w h e t h e r  i t  w a s  p r o f i t a b l e  to  p r o c e s s  t h e  g o ld  a n d  s i lv e r  r e s id u e s ,  u s in g  th e  o x id a t io n  
s y s te m . S u c h  a  s y s te m , m o r e o v e r ,  r e q u i r e s  n o t  o n ly  c o n s id e r a b le  i n v e s tm e n t  b u t  a lso  t h e  a p p r o p r i a t e  
m e ta l lu r g ic a l  t e c h n o lo g y .
T h e r e  w a s  a n  u p t u r n  o f  5 %  in  t h e  p r o d u c t io n  o f  f e r r o n ic k e l ,  th u s  c o n t in u in g  th e  r e c o v e ry  
i n i t i a t e d  f o l lo w in g  t h e  n i n e - m o n th  i n t e r r u p t i o n  o f  e x t r a c t io n  in  1982  b e c a u s e  o f  t h e  a c c u m u la te d  
lo s s e s  d u e  to  t h e  d r o p  in  p r ic e s  o n  t h e  i n t e r n a t io n a l  m a r k e t .  P r o d u c t io n  w a s  b o o s te d  b y  th e  h ig h e r  
i n t e r n a t io n a l  q u o ta t i o n s  a t  t h e  b e g i n n i n g  o f  t h e  y e a r . P r ic e s  b e g a n  to  fa ll a g a in , h o w e v e r ,  d u r in g  th e  
s e c o n d  h a l f  o f  t h e  y e a r ,  o c c a s io n in g  f u r t h e r  lo s s e s . T h e  f o r e ig n  c o m p a n y , w h ic h  h o ld s  t h e  m in in g
4 A wide range of these products is being suld in foreign markets, and although the volume is still not large they have been gaining in 
importance in total exports.
1 The following increases in production costs were recorded: pork, 33.49? per kilo, chicken, 60.3’/? per pound; milk, 51.19? per half litre, 




DOMINICAN REPUBLIC: INDICATORS OF MINING PRODUCTION
1975
G ro w th  ra tes
1980 1983 1984 1985° -------------------------------------------------
1982 1983 1984 1985°
In d e x  o f  m in in g  p r o d u c t io n
(1970  =  100) 536.3 548.1
P r o d u c t io n  o f  th e  m a in  m in e ra ls
B auxite* 772 510
F e rro n ic lte lc 71 43
G o ld '' 180 370
S ilver 89 1 623
548.9 594.0 593.5 -30 .8 32 .8 8.2 -0.1
. . . -62.4 - - -
52 64 67 -71.2 263 .7 22.4 4.5
354 338 328 -5.3 -8.4 -4.4 -3.0
1 329 1 207 1 581 8.1 -39.5 -9.2 31.3
Source: ECLAC, on the basis of figures from the Central Bank of the Dominican Republic.
"Preliminary figures. ''Based on the production of the four leading metals, excludes the extraction of stone, sand and clay, salt mining and 
the production of gypsum and stone. 'Thousands of tons. Thousands of troy ounces.
c o n c e s s io n ,  w h ic h  h a d  h o p e d  to  r e a p  p r o f i t s  a f te r  s ix  y e a r s  o f  lo s s e s , t h e r e f o r e  su f fe re d  a  d e f ic i t  o f  
n i n e  m i l l io n  p e s o s .
T h e  c o m p a n y  w h ic h  h a d  t h e  b a u x i te  m in in g  c o n c e s s io n  r e t u r n e d  th i s  to  t h e  D o m i n i c a n  
R e p u b l i c  tw o  y e a r s  a g o  b u t  c o n t in u e d  to  e x p lo i t  t h e  l im e s to n e  d e p o s i t s  u n t i l  M a r c h  1985 . O n  31 
A u g u s t  i t  t e r m in a t e d  its  o p e r a t i o n s  in  t h e  c o u n try  a n d  t r a n s f e r r e d  i ts  p l a n t  a n d  e q u ip m e n t  to  t h e  
g o v e r n m e n t .  T h e  g o v e r n m e n t  s ig n e d  a  c o n t r a c t  w i th  a n o t h e r  c o m p a n y , f in a n c e d  w i th  U n i t e d  S ta te s  
c a p i t a l ,  w h ic h  w i l l  b e  r e s p o n s ib l e  fo r  e x p lo i t i n g  a n d  s e l l in g  b a u x i te  a s  f ro m  1986 .
i ii)  Manufacturing. I n d u s t r i a l  p r o d u c t io n  a g a in  d e c l in e d ,  th i s  t im e  b y  3 .5 % , s im i la r  to  t h e  
p r e v io u s  y e a r .  T h e  fo o d s tu f fs ,  b e v e r a g e s  a n d  to b a c c o  b r a n c h e s ,  w h ic h  r e p r e s e n t e d  a lm o s t  7 0 %  o f  th e  
t o ta l ,  d e c l in e d  b y  a b o u t  2 %  a n d  t h e  r e s t  o f  t h e  in d u s t r y  fe ll  b y  8 %  ( s e e  t a b le  6 ) .
T h e  p e r f o r m a n c e  o f  m a n u f a c tu r in g  w a s  h a m p e r e d  b y  th e  s la c k e n in g  in  e x t e r n a l  d e m a n d ,  t h e  
s m a l le r  s u p p ly  o f  d o m e s t ic  r a w  m a te r i a l s ,  t h e  c o n t r a c t io n  in  s o m e  a c t iv i t ie s  fo r  w h ic h  in d u s t r y  
s u p p l i e s  i n p u t s ,  a n d  t h e  d e c l in e  in  d e m a n d .  H o w e v e r ,  c h a n g e s  in  c o n s u m p t io n  p a t t e r n s  d e r iv in g  
f ro m  th e  d e t e r i o r a t i o n  o f  r e a l  in c o m e s  le d  to  t h e  s u b s t i t u t io n  o f  s o m e  g o o d s  f o r  o th e r s ,  th u s  
s t i m u l a t i n g  g r o w th  in  s o m e  b r a n c h e s .
T h e  s t r u c tu r e  o f  m a n u f a c tu r in g  is  v e ry  v u ln e r a b le  to  c h a n g e s  in  e x t e r n a l  d e m a n d  b e c a u s e  o f  t h e  
c o n s id e r a b le  im p o r t a n c e  o f  s u g a r  in  it. T h e  s y s te m a t ic  d e t e r io r a t i o n  o f  i n t e r n a t io n a l  s u g a r  p r ic e s ,  
c o m b in e d  w i th  t h e  c u tb a c k  in  t h e  U n i t e d  S ta te s  s u g a r  q u o ta  in  1 9 8 5 , p u s h e d  a v e r a g e  p r ic e s  d o w n  t o a  
le v e l  b e lo w  t h e  p r o d u c t io n  c o s t. T h e  S ta te  S u g a r  B o a rd  (CEA) — t h e  a g e n c y  w h ic h  p r o c e s s e s  a lm o s t  
tw o - t h i r d s  o f  s u g a r  p r o d u c t io n —  t h e r e f o r e  d e c id e d  t h a t  s e v e n  o f  i ts  s u g a r  m i l l s  s h o u ld  e n d  th e  
h a r v e s t  o n e  m o n t h  e a r l i e r  t h a n  p r o g r a m m e d ,  w h i le  n a t io n a l  p r i v a t e  e n t e r p r i s e  c lo s e d  tw o  o f  t h e  
t h r e e  m i l l s  w h ic h  i t  o w n s .  C o n s e q u e n t ly ,  o u tp u t  o f  s u g a r  a n d  i ts  b y - p ro d u c ts  d r o p p e d  b y  2 1  %  a f te r  
h a v i n g  f a l le n  a t  a n  a n n u a l  r a t e  o f  6 %  in  1983 a n d  1984.
T h e  i m p o r t a n c e  o f  t r a d i t i o n a l  m a n u f a c tu r e s  in  e c o n o m ic  a c tiv ity  c o n t in u e d  to  d e c l in e  a s  p a r t  o f  
a  l o n g e r - t e r m  t r e n d ,  d u e  b o th  to  t h e  c r is is  a n d  to  s t r u c tu r a l  s h o r tc o m in g s .  D u r i n g  t h e  y e a r  n o  
s ig n i f ic a n t  m e a s u r e  w a s  t a k e n  to  f o s te r  t h e m  e x c e p t  f o r  m a i n t a i n i n g  th e  b a n  o n  i m p o r t i n g  s o m e  
m a n u f a c tu r e s  in  a n  a t t e m p t  to  p r o t e c t  t h e  d e v e lo p m e n t  o f  lo c a l  in d u s try .
A g r o in d u s t r y  a n d  th e  s u b c o n t r a c t in g  in d u s t r y ,  in  c o n t r a s t ,  w e r e  g iv e n  a  b o o s t  b y  b o th  n a t io n a l  
a g e n t s  a n d  f o r e ig n  in v e s to r s .  W i th  r e s p e c t  to  a g r o in d u s t r y ,  i t s  c lo s e n e s s  to  t h e  U n i t e d  S ta te s  m a r k e t  
g iv e s  i t  a d v a n ta g e s  in  m a n y  p r o d u c t s  s u c h  a s  r o a s te d  c o ffe e  b e a n s ,  p r o c e s s e d  p in e a p p l e  a n d  c o c o n u t 
b y - p r o d u c t s ,  a n d  th e r e f o r e  i ts  p r o m o t i o n  c o n s t i t u t e s  a  p r io r i t y  e le m e n t  in  e c o n o m ic  p o lic y . F u r t h e r ­
m o r e ,  i t  h a s  b e c o m e  a  r e c ip ie n t  o f  f o r e ig n  c r e d i t s  a n d  a  v e ry  a t t r a c t iv e  a r e a  fo r  f o r e ig n  in v e s tm e n t .  
H o w e v e r ,  in  o r d e r  to  m a k e  p r o d u c t io n  c o m p e t i t i v e  w i th  t h a t  o f  o t h e r  c o u n t r i e s  in  t h e  a re a , p a c k a g in g  
c o s t s  a n d  t r a n s p o r t  s h o r t c o m in g s  m u s t  b e  r e d u c e d .
T h e  r a p i d  g r o w th  o f  t h e  s u b c o n t r a c t in g  in d u s t r y  c o n t in u e d  w i th  t h e  in s t a l l a t i o n  o f  21 n e w  
e n t e r p r i s e s  w h ic h  c r e a t e d  m o r e  t h a n  5 0 0 0  n e w  jo b s .  T h e  g o v e r n m e n t  h a s  f o s te r e d  t h e  e x t e n s io n  a n d  
c o n s t r u c t io n  o f  i n d u s t r i a l  p a r k s  to  a c c o m m o d a te  t h e s e  e n t e r p r i s e s ,  f o r  w h ic h  i t  h a s  r e c e iv e d  f in a n c ia l
581
b a c k in g  f ro m  th e  U n i t e d  S ta te s  A g e n c y  f o r  I n t e r n a t i o n a l  D e v e l o p m e n t  (US-AID). I n  1 9 8 5 , t h e  s e c o n d  
s ta g e  o f  t h e  in d u s t r i a l  p a r k  a t  P u e r t o  P l a t a  w a s  b e g u n ,  w h i le  p r o g r e s s  w a s  m a d e  in  t h e  c o n s t r u c t io n  o f  
a  p a r k  in  I t a b o  a n d  in  p r o je c t s  to  e x t e n d  th e  in s t a l l a t i o n s  in  S a n  P e d r o  d e  M a c o r is ,  L a  R o m a n a ,  
S a n t ia g o  a n d  B a n i  a n d  t h e  c o n s t r u c t io n  o f  t h e  t h i r d  s t a g e  o f  t h e  P u e r t o  P l a t a  p a rk .
T h e  lo a n s  g r a n t e d  b y  t h e  c o m m e r c ia l  b a n k s  to  m a n u f a c tu r in g  in c r e a s e d  b y  2 5 % :  a  r a t e  w h ic h  
w a s  h i g h e r  t h a n  t h e  g lo b a l  r a t e  ( 1 7 % ) .  T h is  in c r e a s e  w a s  p r im a r i l y  d u e  to  t h e  v ig o r o u s  e x p a n s io n  o f  
t h e  lo a n s  g r a n t e d  b y  t h e  I n v e s t m e n t  F u n d  f o r  E c o n o m ic  D e v e l o p m e n t  (FID E), w h ic h  in c r e a s e d  s ix fo ld  
so  t h a t  t h e i r  s h a r e  o f  t h e  to ta l  w e n t  u p  f ro m  3 %  to  1 7 % . T h is  F u n d  is  b a c k e d  b y  lo a n s  f ro m  th e  
I n t e r - A m e r i c a n  D e v e l o p m e n t  B a n k  (IDB), t h e  W o r ld  B a n k  a n d  US-AID, w h ic h  a re  c h a n n e l l e d  p r i m a r ­
ily  in to  a g r o in d u s t r y .
iv )  Construction. C o n s t r u c t io n  a c tiv ity , w h ic h  h a d  a lre a d y  b e e n  s h o w in g  s ig n s  o f  in s ta b i l i ty  in  
p r e v io u s  y e a r s ,  d e c l in e d  b y  1 1 %  in  1 985 . T h e  a r e a  c o n s t ru c te d ,  f o r  i t s  p a r t ,  fe ll  b y  1 6 % , th u s  
w o r s e n i n g  t h e  d e c l in e  o f  t h e  p r e v io u s  y e a r  ( s e e  ta b le  7 ) .
T h e  in c r e a s e s  in  t h e  p r ic e s  o f  c e m e n t  ( 7 8 % )  a n d  s te e l  r o d s  ( 6 9 % )  w a s  a  d e c is iv e  f a c to r  in  t h e  
66%  i n c r e a s e  in  b u i ld in g  c o s ts . T h is  in c r e a s e  h a d  p a r t i c u la r ly  s e v e re  r e p e r c u s s io n s  o n  th e  h o u s in g  
d e m a n d  o f  t h e  m id d le - in c o m e  g r o u p s ,  w h o s e  in c o m e s  g r e w  m o r e  s lo w ly , a n d  i t  h e lp e d  to  w o r s e n  th e  
d e c l in e  o f  p r i v a t e  i n v e s tm e n t  a n d  i t s  t e n d e n c y  to  b e  o r i e n t e d  in c r e a s in g ly  t o w a r d s  t h e  p u r c h a s e  o f  
m a c h in e r y  a n d  e q u ip m e n t .
F in a l ly ,  w h e r e a s  i n v e s tm e n t  b y  t h e  p u b l ic  s e c to r  j u m p e d  b y  6 8 %  a t  c u r r e n t  p r ic e s ,  t h e  in c r e a s e  
in  t h e  a m o u n t  s e t  a s id e  f o r  c o n s t r u c t io n  w a s  o n ly  2 7 % ,  w h ic h  in  r e a l  t e r m s  m e a n t  a  d e c r e a s e  o f  t h e  
o r d e r  o f  2 3 % .
T a b le  6
D O M I N I C A N  R E P U B L IC : I N D IC A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
1975 1980 1983 1984
1982 1983 1984 1985°
In d e x  o f  m a n u fa c tu r in g  
p r o d u c t io n  (1970  =  100) 
F oodstu ffs , b everages and
162.8 205.1 2 2 4 .6 217.9 210.3 5.3 1.3 -3 .0 -3 .5
tobacco 137.0 180.5 199.0 194.3 191.3 8.5 -1.1 -2.4 -1.5
F oodstuffs 134.1 188.7 184.7 176.5 171.7 -2.5 -2.3 -4.4 -2.7
S ugar and sugar p ro d u c ts 115.1 113.0 123.3 115.6 91.6 12.9 -5.9 -6.2 -20.7
O th e r  foodstuffs 147.8 243.4 229.1 220.6 229.7 -7.6 -0.8 -3.7 <1.1
B e v erag e s 148.9 158.1 285.5 306.1 305.2 71.4 2 .5 7.2 -0.3
T obacco 141.4 147.8 168.8 148.8 158.4 11.5 -0.2 -11.8 (5.5
O th e r  m an u fac tu rin g  
in d u str ie s 243.1 281.2 304.2 291.0 269.0 -1.0 (5.5 -4.3 -7.6
P ro d u c t io n  o f  so m e  
m a jo r m a n u fa c tu re s  
R a w  sugar 1 0 5 9 911 1 097 1 022 808 6 .0 -6.6 -6.8 -20.9
R efin ed  sugar 77 102 112 108 89 -3.5 -5.4 -3.6 -17.6
H u lle d  coffee 51 60 68 72 72 21.2 7 .9 5 .9 -
B e e rc 34 78 100 95 104 2 .4 16.3 -5.0 9.5
C ig a re tte s 190 2 0 9 187 184 196 -0.9 -5.4 -1.6 (5.5
C e m e n t' 14 24 26 2 7 23 -4.4 18.2 3 .8 -14.8
W h e a t f l o u / 2  656 3 346 3 875 3 737 4 664 24.8 -3.0 -3.6 24.8
O th e r  in d ic a to r s  o f
m a n u fa c tu r in g  p r o d u c t io n  
C o n su m p tio n  o f  e lec tric ity  
by industry* 4 3 0 7 1 9 7 1 9 6 6 2 6 2 9 - 1 1 .2 6 .8 - 7 .9 - 5 .0
Source: ECI.AC. on the basis of data supplied by the Central Bank of Dominican Republic
"Preliminary figures. Millions of tons. ^Millions of litres. Millions of packets. Millions of 42.5 kg sacks.




DOMINICAN REPUBLIC: CONSTRUCTION INDICATORS
G row th  rates
1975 1980 1983 1984 1985"
1982 1983 1984 1985°
A re a  c o n s tru c te d
( th o u sa n d s  o f  m 2 3*) 1 181 1 179 1 176 1 004 843 11.4 21.4 -14 .6 -16 .0
H o u s in g 879 780
P r o d u c t io n  o f  so m e
b u i ld in g  m a te r ia ls
S tru c tu ra l s te e lc 50 51 76 79 70 9.2 38.8 3.9 -11.4
C e m e n tc 577 1 015 1 104 1 140 997 -16.8 16.4 3.3 -12.0
B ricks 2  985 2  678 2  661 1 975 -11.1 14.9 -25.8
P a in t ' 1 620 2  9 9 3 2  340 2  180 2  616 -0.5 8.0 -6.8 20.0
Source: ECLAC, on the basis of data supplied by the Central Bank of the Dominican Republic.
"Preliminary figures. ^Building permits granted. ’Thousands of tons. Thousands of units. ’Thousands of gallons.
T h e  s c a n t in e s s  o f  d o m e s t ic  r e s o u r c e s  h a s  le d  to  t h e  v i r tu a l  p a r a ly s a t io n  o f  p u b l ic  i n v e s tm e n t  
p r o je c t s  w h ic h  a re  s e l f - f in a n c e d ,  w h i le  t h o s e  c a r r ie d  o u t  w i th  e x t e r n a l  f in a n c in g  a re  e x p e r i e n c in g  
d e la y s  b e c a u s e  o f  t h e  la c k  o f  c o u n t e r p a r t  fu n d s . D u r i n g  t h e  y e a r ,  t h e  m a in  p r o je c ts  ( lo w -c o s t  h o u s in g ,  
t r a n s p o r t ,  e n e r g y  a n d  i r r i g a t i o n )  c o n t in u e d  s lo w ly , a n d  v e ry  fe w  w o r k s  w e r e  c o m p le t e d .6
v )  Electric energy. T h e  p r o d u c t  o f  t h e  e le c tr ic i ty  s e c to r  r o s e  b y  5 % ,  c o n t r a s t i n g  w i th  t h e  
s lu g g is h n e s s  o f  t h e  p r o d u c t iv e  s e c to r s  ( s e e  ta b le  8 ). A  c o n t r ib u to r y  f a c to r  in  th i s  w a s  t h e  in c r e a s e  in  
i n v o ic in g  d u e  to  t h e  e x t e n s io n  o f  t h e  m e a s u r e s  t a k e n  t h e  p r e v io u s  y e a r  b y  th e  D o m i n i c a n  E le c t r ic i ty  
C o r p o r a t i o n  (CDE) w i t h  t h e  a im  o f  r e d u c in g  t h e  lo s s e s  c a u s e d  b y  i l le g a l  c o n n e c t io n s  a n d  t h e  f re e  
s u p p ly  o f  e n e r g y  f o r  p u b l ic  e n t e r p r i s e s ,  g o v e r n m e n t  o ff ic e s  a n d  s t r e e t  l ig h t in g .  T h is  e n a b le d  t h e  r a t i o  
b e tw e e n  lo s s e s  a n d  p r o d u c t io n  to  c o n t in u e  f a l l in g  f ro m  3 7 %  in  1983  a n d  31 %  in  1 9 8 4  to  2 9 %  in  1985 
( s e e  t a b le  8 ). T h e  e f fe c ts  o f  th e s e  m e a s u r e s  w e r e  r e f le c te d  in  t h e  s t r u c tu r e  o f  c o n s u m p t io n .  T h u s  s a le s  
to  t h e  g o v e r n m e n t  a n d  f o r  p u b l ic  l i g h t in g  a n d  r e s id e n t i a l  c o n s u m p t io n  in c r e a s e d  s u b s ta n t ia l ly  ( 1 4 % ,  
1 2 %  a n d  8 % , r e s p e c t iv e ly ) .  I n  t h e  c a s e  o f  in d u s t r y ,  t h e  5 %  d e c l in e  w a s  a t t r ib u t a b l e  b o th  to  t h e  
f a l l in g -o f f  o f  a c tiv i ty  a n d  to  t h e  r e c la s s i f ic a t io n  o f  a  n u m b e r  o f  p u b l ic  e n t e r p r i s e s ,  w h o s e  c o n s u m p t io n  
w a s  n o w  in c lu d e d  u n d e r  g o v e r n m e n t  c o n s u m p t io n .
T h e  p r o d u c t io n  o f  e le c tr ic i ty  in c r e a s e d  b y  o n ly  1%  a n d  w a s  in s u f f ic ie n t  to  c o v e r  d e m a n d ,  
r e s u l t i n g  in  p r o l o n g e d  p o w e r  c u ts . A s  t h e  I t a b o  I th e r m o e le c t r i c a l  p l a n t  w h ic h  c a m e  o n  s t r e a m  in  
198 4  b e g a n  to  f u n c t io n  a t  fu ll  c a p a c ity ,  t h i s  m o d if ie d  t h e  p r o d u c t io n  p r o f i l e ,  w i th  t h e  s h a r e  o f  t h e r m a l  
e n e r g y  in c r e a s in g  f ro m  6 9 %  to  7 8 %  a n d  t h a t  o f  t h e  m o r e  c o s tly  e n e r g y  f ro m  g a s  g o in g  d o w n  f ro m  
1 6 %  to  8 % . T h e  s h a r e  o f  h y d r o e le c t r ic i ty ,  f o r  i t s  p a r t ,  d e c l in e d  s l ig h t ly  — fro m  15 %  to  1 4 % —  d u e  to  
t h e  s e v e re  d r o u g h t  w h ic h  h i t  t h e  c o u n try .
3. T h e  e x t e r n a l  s e c to r
T h e  c u r r e n t  a c c o u n t  d e f ic i t  in c r e a s e d  b y  4 2 %  to  U S $ 3 1 7  m i l l io n ,  r e p r e s e n t i n g  2 4 %  o f  t h e  e x p o r t s  o f  
g o o d s  a n d  s e rv ic e s . T h is  s i tu a t io n  c o n t r a s t s  w i th  t h a t  o f  t h e  p r e v io u s  y e a r ,  w h e n  th e  e x te r n a l  
im b a la n c e  d e c l in e d  s h a rp ly  a n d  its  r a t io  to  f o r e ig n  s a le s  c a m e  to  o n ly  1 6 % .
T h e  r e s u r g e n c e  o f  t h e  b a la n c e - o f  -p ay  m e n t s  d e f ic i t  w a s  d u e  to  a  15 %  d e c l in e  in  e x p o r t s  o f  g o o d s  
w h ic h  r e p r e s e n t e d  a  lo s s  o f  in c o m e  o f  U S $ 1 3 0  m i l l io n .  T h is  d e c l in e  w a s  c o m p o u n d e d  b y  a n  in c r e a s e  
o f  1 9 %  ¡n  f a c to r  s e rv ic e  p a y m e n t s  a n d  a  s l ig h t  in c r e a s e  in  i m p o r t s  ( 2 % ) .  T h e  n e g a t iv e  r e p e r c u s s io n s  
o f  t h e  m o v e m e n t  o f  th e s e  v a r ia b le s  w a s  m i t i g a t e d  b y  a  s ig n i f ic a n t  in c r e a s e  in  s a le s  o f  s e rv ic e s  ( 1 6 % ) ,  
a n  e x p a n s io n  in  to u r i s m  a n d  a  s iz e a b le  in c r e a s e  ( 1 8 % ) ,  in  u n r e q u i te d  p r i v a t e  t r a n s f e r s .




DOMINICAN REPUBLIC: ELECTRIC POWER GENERATION, 
AVAILABILITY AND CONSUMPTION
Milliions of kWh Growth rates
1976 1980 1983 1984 1985 1982 1983 1984 1985
1. P o w e r  g e n e ra te d " 1 460 2  300 2  825 2  932 3 081 -0.2 27.0 3.8 5.1
H y d ro e le c tr ic 77 48 326 436 429 23.7 593 .6 33.7 -1 .6
T h e rm a l 1 0 6 9 199 3 2  209 2  020 2  395 -1.1 17.0 -8.6 18.6
D iese l 17 11 11 10 12 - 83.3 -9.1 20.0
G as 297 248 279 466 245 2.5 -1.8 67.0 -47.4
2. In te rm e d ia te  c o n su m p tio n 67 113 146 145 178 3.6 27.0 -0.7 22 .8
3. N e t  en erg y  g en e ra ted
( 1 - 2 ) 1 393 2  187 2  679 2  787 2  903 -0.4 27.0 4.0 4.2
4. P u rc h ases  from  o th e r
e n te rp ris e s 247 443 456 415 344 10.5 -38.3 -9.0 -17.1
5. P ro d u c tio n  (3 +  4) 1 640 2  630 3 135 3 202 3 247 2.2 10.0 2.1 1.4
6. L osses 431 716 1 172 992 928 36.3 22.3 -15.4 -6.5
7. C o n su m p tio n  (5 - 6) 1 208 1 914 1 963 2  210 2  319 -9.3 3.8 12.6 4.9
B y in d u stry 461 720 719 662 629 -11.2 6.8 -7.9 -5.0
B y co m m erce 151 231 223 245 255 -10.9 -2.2 9.9 4.1
B y h o u se h o ld s 460 724 738 840 909 -10.4 0.7 13.8 8.2
B y g o v e rn m e n t 120 215 254 380 433 1.8 10.0 49 .6 13.9
F o r p u b lic  lig h tin g 16 24 29 83 93 - 11.5 186.2 12.0
8. L o sse s /p ro d u c tio n * 26.3 27.2 37.4 31.0 28.6
Source: ECLAC, on the basis of data supplied by the Dominican Electricity Corporation.
"Power generated by the Dominican Electricity Corporation. Includes losses because of poor condition of lines, illegal connections and
free supply. 'Percentages.
Table 9
DOMINICAN REPUBLIC: MAIN FOREIGN TRADE 
INDICATORS (GOODS)
1980 1981 1982 1983 1984 1985"
G r o w th  ra te s
E x p o rts
V alu e 10.7 23.5 -35.4 2.3 10.5 -14.9
V o lu m e -11.2 15.0 -7.7 -4.3 2.2 2.6
U n it  value 24.7 7.4 -30.0 6.9 8.2 -17.0
Im p o rts
V alu e 33.6 -4.5 -13.4 2.0 -2.0 2.3
V o lu m e 14.5 -7.3 -15.0 4.4 -1.3 2.1
U n it  value 16.7 3.0 1.9 -2.3 -0.7 0.2
T e rm s o f  trad e 7.7 3.7 -31.5 8.9 7.6 -17.3
In d e x e s  (1980 := 100)
P u rc h a s in g  p o w er o f  
ex p o rts 100.0 119.2 75.4 78.5 86.3 73.2
V o lu m e  o f  ex p o rts 100.0 115.0 106.1 101.5 103.7 106.4
T e rm s  o f  tra d e 100.0 103.7 71.0 77.3 83.2 68.8





DOMINICAN REPUBLIC: EVOLUTION OF THE EXCHANGE RATE













exch an g e
o
ra te
(1.15 x  5) 
(6)
In d ex  o f  u n d e r-  
o r over-va lu- 
acion o f  th e  
ex ch an g e  ra te  
(6 /1 )
(7)
D o m e s tic
(3)
E x te rn a l
(4)
1970 1.15 100.0 100.0 100.0 100.0 1.15 100.0
1971 1.14 99.1 104.3 104.3 100.0 1.15 100.9
1972 1.12 97 .4 112.5 107.7 104.5 1.20 107.1
1973 1.13 98.3 129.5 114.4 113.2 1.30 115.0
1974 1.14 99.1 146.5 127.0 115.4 1.33 116.7
1975 1.18 102.6 167.7 138.6 121.0 1.39 117.8
1976 1.20 104.4 180.9 146.6 123.3 1.42 118.3
1977 1.22 106.1 204.1 156.2 130.7 1.50 123.0
1978 1.25 108.7 218.6 168.1 130.0 1.50 120.0
1979 1.23 107.0 238 .6 187.0 127.6 1.47 119.5
1980 1.26 1096 278 .6 212.3 131.2 1.51 119.8
1981 1.28 111.3 299.6 234.4 127.8 1.47 114.8
1982 1.46 127.0 322.5 248.6 129.7 1.49 102.0
1983 1.60 139.1 344.8 256 .7 134.3 1.55 96.9
1984 2.83 246.1 428 .9 267 .7 160.2 1.84 65.0
1985 3.12 271.3 589 .8 277.3 212.7 2.45 78.5
Source: liCLAC, on the basis of data provided by the Central Bunk of the Dominican Republic and the Internacional Monetary Fund. 
"Pesos per dollar. ''Base 1970 = 100.
T h e  c a p i ta l  in f lo w  w e n t  d o w n  b y  s l ig h t ly  m o r e  t h a n  4 % .  O n  th e  o t h e r  h a n d ,  g r a n t s  a lm o s t  
d o u b le d ,  e n a b l in g  th e  d e f ic i t  o n  c u r r e n t  a c c o u n t  to  b e  c o v e r e d  a n d  r e s e r v e s  to  b e  in c r e a s e d  b y  U S $ 1 3  
m i l l io n .
T h e  v a lu e  o f  e x p o r t s  fe ll b e c a u s e  o f  a  1 7 %  c o n t r a c t io n  in  t h e  u n i t  v a lu e ,  w h ic h  w a s  o n ly  s l ig h t ly  
o f fs e t  b y  a n  in c r e a s e  o f  a lm o s t  3 %  in  v o lu m e .  O f  t h e  e ig h t  m a in  e x p o r t  p r o d u c t s ,  o n ly  t h e  p r i c e s  o f  
c o ffe e  a n d  f e r r o n ic k e l  im p r o v e d  (by  4 %  a n d  2 % ,  r e s p e c t iv e ly ) .
W i t h  r e g a r d  to  m e r c h a n d i s e  i m p o r t s ,  t h e  s l ig h t  r e c o v e ry  ( 2 % )  w a s  a t t r ib u t a b l e  m a in ly  to  a n  
in c r e a s e  in  v o lu m e ,  s in c e  t h e  u n i t  v a lu e  r e m a in e d  v i r tu a lly  u n c h a n g e d .
T h e  s e v e re  d r o p  in  t h e  u n i t  v a lu e  o f  e x p o r t s  w a s  re f le c te d  in  a  c o n s id e ra b le  d e t e r i o r a t i o n  
( -1 7 % )  in  t h e  t e r m s  o f  t r a d e .  T h e  c u m u la t iv e  lo s s  s in c e  1981 th u s  r o s e  to  3 4 % .
A s  th e  v o lu m e  o f  s a le s  a b r o a d  in c r e a s e d  b y  o n ly  4 % ,  t h e  d e t e r i o r a t i o n  o f  t h e  t e r m s  o f  t r a d e  w a s  
r e f le c te d  in  a  r e d u c t io n  o f  1 5 %  in  t h e  p u r c h a s i n g  p o w e r  o f  e x p o r t s  ( s e e  t a b le  9 ).
a )  Evolution o f  the exchange rate
U p  to  t h e  b e g i n n i n g  o f  1 9 8 5 , a n  o ffic ia l r a t e  o n  p a r  w i th  t h e  d o l la r ,  a  p r e f e r e n t i a l  r a te  f o r  o il  
i m p o r t s  f o r  e le c t r ic a l  p o w e r  g e n e r a t i o n ,  a n d  a  p a r a l l e l  m a r k e t  r a t e  c o e x is te d  s id e  b y  s id e  o n  th e  
fo re ig n  e x c h a n g e  m a r k e t .  In  o r d e r  to  u n ify  t h e  e x c h a n g e  r a t e ,  i t  w a s  d e c re e d  in  J a n u a ry  t h a t  a ll  f o re ig n  
e x c h a n g e  o p e r a t i o n s  a n d  p a y m e n t s  in  f o r e ig n  c u r re n c y  w o u ld  b e  c a r r ie d  o u t  b y  t h e  C e n tr a l  B a n k , a t  a  
d o l l a r  r a t e  e q u iv a le n t  to  t h e  a v e r a g e  o f  t h e  b u y in g  a n d  s e l l in g  r a t e s  t h a t  h a d  o b ta in e d  o n  th e  f re e  
e x c h a n g e  m a r k e t  d u r in g  th e  f iv e  w o r k i n g  d a y s  p r e c e d in g  th e  o p e r a t io n .  I t  w a s  a lso  d e c r e e d  t h a t  t h e  
fo re ig n  e x c h a n g e  g e n e r a t e d  b y  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s ,  e x c e p t  th o s e  d e r iv in g  f ro m  to u r is m ,  
w o u ld  b e  e x c h a n g e d  so le ly  a t  t h e  C e n tr a l  B a n k .
D u r i n g  th e  t h r e e  m o n t h s  f o l lo w in g  th e  r e s t r u c t u r i n g  o f  t h e  f o r e ig n  e x c h a n g e  m a r k e t ,  t h e  d o l la r  
q u o ta t i o n  in c r e a s e d  b y  8 %  o v e r  t h e  D e c e m b e r  198 4  q u o ta t i o n  a n d  b y  1 8 %  o v e r  t h e  a v e r a g e  fo r  t h a t  
y e a r ,  p u s h e d  u p w a r d  e s s e n t ia l ly  b y  t h e  p r e s s u r e  o f  s p e c u la t iv e  fo rc e s , s in c e  b e c a u s e  o f  t h e  s h a r p  
d e v a lu a t io n  o f  th e  p e s o  th e  p r e v io u s  y e a r ,  i t  w a s  n o w  u n d e r v a lu e d  b y  3 5 %  ( se e  ta b le  10).
585
In  m id - A p r i l  th e  p r ic e  o f  th e  d o l la r  in  th e  f re e  m a r k e t  b e g a n  to  d r o p ;  f ro m  a n  a v e ra g e  o f  3 .34  
p e s o s  p e r  d o l la r  in  M a rc h  i t  fe ll to  3 p e s o s  in  J u n e  a n d  r e m a in e d  m o r e  o r  le s s  a t  t h a t  le v e l u n ti l  
D e c e m b e r .  T h is  d e v e lo p m e n t  w a s  th e  r e s u l t  o f  th e  r e c e ip t  o f  la rg e  g r a n t s  f ro m  th e  U n i te d  S ta te s  to  
s u p p o r t  th e  I n t e r n a t i o n a l  M o n e ta r y  F u n d  p r o g r a m m e ;  th e  c r e d i t s  g r a n t e d  b y  s o m e  fo re ig n  b a n k s  to  
p u r c h a s e  i m p o r t e d  in p u t s ;  th e  g o o d  p e r f o r m a n c e  o f  to u r is m ,  w h ic h  is  th e  m a in  s u p p l ie r  o f  th e  f ree  
m a r k e t ;  th e  s lu m p  in  e c o n o m ic  a c t iv i ty , w h ic h  m e a n t  le s s  d e m a n d  fo r  im p o r t s ,  a n d  th e  r e n e g o t i a t i o n  
o f  th e  d e b t.
A l th o u g h  th e  in c r e a s e  in  d o m e s t ic  p r ic e s  d u r in g  th e  y e a r  ( 3 7 .5 % )  fa r e x c e e d e d  th e  r is e  in  
e x t e r n a l  p r ic e s  ( 3 .6 % ) ,  th e  p e s o  c o n t in u e d  to  b e  u n d e r v a lu e d ,  a l th o u g h  th e  d e g r e e  o f  d i s to r t i o n  
s h r a n k  to  a  f ig u re  o f  th e  o r d e r  o f  2 0 % .
b) Merchandise trade
i) Exports. E x p o r t s  o f  g o o d s  d e c lin e d  b y  15 % , a f te r  h a v in g  in c r e a s e d  b y  11 %  th e  p r e v io u s  y e a r . 
A m o n g  t r a d i t i o n a l  p r o d u c t s ,  o n ly  f e r r o n ic k e l  e v o lv e d  p o s i t iv e ly .  T h e  s u g a r  s e c to r  in  g e n e r a l  ( ra w  
s u g a r ,  fu rfu ra l a n d  m o la s s e s )  r e g i s te r e d  a  4 0 %  d e c l in e  w h ic h ,  c o m b in e d  w i th  th e  fa lls  in  c o ffe e , 
to b a c c o ,  c o c o a , g o ld  a n d  s i lv e r ,  led  to  a  c o n t r a c t io n  o f  2 1 %  in  t r a d i t io n a l  e x p o r t s .  N o n - t r a d i t i o n a l  
e x p o r t s  in c r e a s e d  b y  1 9 %  d u e  to  th e  f a v o u ra b le  p e r f o r m a n c e  o f  a g r ic u l tu ra l  e x p o r t s ,  w h o s e  s h a re  in  
th e  to ta l  c a m e  to  2 1 %  (se e  ta b le  11).
T h e  v a lu e  o f  r a w  s u g a r  e x p o r t s  p lu m m e te d  ( -4 2 % )  d u e  to  th e  d e c l in e  in  b o th  th e  u n i t  v a lu e  
( -2 6 % )  a n d  th e  v o lu m e  e x p o r te d  (-21  % ) .  T h e  s h a r p  d o w n w a r d  t r e n d  in  e x p o r t s  o f  th i s  p r o d u c t  in  
th e  fo u r  p r e v io u s  y e a r s  m e a n t  t h a t  th e  1985 e x p o r t s  w e r e  o n ly  a b o u t  7 0 %  o f  th o s e  in  1 9 8 1 .
In  a d d i t io n  to  th e  c h r o n ic  d e t e r i o r a t i o n  o f  s u g a r  p r ic e s  o n  th e  w o r ld  m a r k e t ,  t h e r e  w a s  a  c u tb a c k  
o f  m o r e  t h a n  88  0 0 0  s h o r t  to n s  in  th e  U n i te d  S ta te s  s u g a r  im p o r t  q u o ta . F u r t h e r m o r e ,  a s  th e  p e r io d  o f
T ab le  11
D O M I N I C A N  R E P U B L IC : E X P O R T S  O F  G O O D S , F O B
M illio n s o f  d o lla rs  , , . ° G ro w th  ra tes
b reak d o w n
1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985"
T o ta l 785 868 739 100.0 100.0 100.0 -35.4 2.3 10.5 -14 .9
M a in  t r a d i t io n a l
e x p o r ts 699 735 581 91.2 85.8 78.6 -37.2 6.0 5.2 -20 .9
R a w  sugar 264 272 158 62.8 30.2 21.4 -48.3 -0.7 3.2 -41.7
Furfural 22 20 16 1.9 2.2 2.2 -18.4 3.7 -11.6 -17.1
M olasses 12 14 10 1.6 1.6 1.3 4.8 -40.3 21.4 -26.7
Coffee 76 95 86 3.9 5.4 11.6 45.7 -15.8 24.6 -9.4
C ocoa 55 70 58 2.8 5.3 7.9 18.1 4.9 26.3 -17.1
T obacco 22 24 18 3.8 3.6 2.4 -67.4 1.9 11.0 -27.3
G old  and silver 165 132 114 3.0 27.0 15.4 -21.3 0.6 -19.9 -13.8
F erro n ick e l 83 108 121 11.4 10.5 16.4 -78.1 245.0 29.9 11.2
M a in  n o n - tra d i t io n a l
e x p o r t 86 133 158 8.8 14.2 21 .4 -21 .9 -20.7 54.7 18.9
C hem ica l fe rtilize r 1 6 5 - 2.0 0.7 -40.8 83.3 335.7 -16.4
B eef 6 1 13 0.5 0.3 1.8 3.5 -26.1 -86.2
C o c o n u t em u ls io n 6 7 5 - 0.6 0.7 5.2 -19.8 4.6 -32.3
T in n e d  p ig e o n  p eas 7 7 6 0.3 0.5 0.8 2.4 53.5 10.6 -23.3
F re sh  ok ra 3 4 6 0.1 0.1 0.8 76.2 -10.8 24.2 53.7
T aro 4 5 6 0.2 0.3 0.8 -9.3 33.3 11.5
L e a th e r  han d b ag s 6 5 3 0.3 0.6 0.4 -1.6 -8.3 -7.3 -39.2
O th e rs 53 98 114 7.4 9.8 15.4 -29.4 -19.4 86.6 17.4




t h a t  q u o ta  w a s  e x t e n d e d  b y  tw o  m o r e  m o n t h s ,7 t h e r e  w a s  a  f u r th e r  lo s s  o f  6 0  0 0 0  to n s .  H e n c e  th e  
r e l a t i v e  s h a r e  o f  s u g a r  s a le s  to  t h e  U n i t e d  S ta te s  fe ll  f ro m  7 0 %  in  1 9 8 4  to  le s s  t h a n  6 0 %  in  198 5 .
T h e  v a lu e  o f  c o ffe e  e x p o r t s  d i m in i s h e d  b y  9 % , so le ly  b e c a u s e  o f  a  1 3 %  d e c r e a s e  in  t h e  v o lu m e ,  
s in c e  t h e  u n i t  v a lu e  in c r e a s e d  b y  4 % .  C o n t r ib u to r y  f a c to r s  in  t h i s  d e c l in e  w e r e  th e < :o m p le te  f a i lu r e  to  
in c r e a s e  p r o d u c t io n  a n d  th e  r e d u c t io n  o f  m o r e  t h a n  1 0 0 0  t o n s  in  t h e  q u o ta  a l lo c a te d  b y  th e  
I n t e r n a t i o n a l  C o ffe e  O r g a n iz a t io n  f o r  t h e  p e r i o d  1 9 8 4 -1 9 8 5 .
T h e  d r o p  in  c o c o a  p r ic e s  a n d  t h e  s t a g n a t io n  o f  o u tp u t  w e r e  r e f le c te d  in  a  m a r k e d  d e c l in e  ( -1 7  % )  
in  t h e  e x p o r t  v a lu e .  C o c o a  s a le s  h a v e  b e e n  s h o w in g  a  d o w n w a r d  t r e n d  o n  in t e r n a t io n a l  m a r k e t s  
b e c a u s e  o f  t h e  v e ry  l a r g e  v o lu m e  o f  s to c k s  a c c u m u la te d  d u r in g  t h e  p a s t  y e a r .
A l th o u g h  to b a c c o  p r o d u c t io n  g r e w  s a t is f a c to r i ly ,  e x p o r t s  fe ll b y  2 7 %  b e c a u s e  o f  a  r e d u c t io n  in  
b o th  t h e  v o lu m e  ( - 1 4 % )  a n d  t h e  u n i t  v a lu e  ( - 1 5 % ) .  T h is  w a s  t h e  r e s u l t  o f  t h e  r e d u c t io n  o f  d e m a n d  
f ro m  S p a in ,  t h e  m a in  b u y e r ,  w h ic h  a ls o  in d u c e d  a  d e c l in e  in  p r ic e s .
E x te r n a l  s a le s  o f  m i n e r a l s  fe ll b y  2 % .  A l th o u g h  t h e  in c r e a s e  in  g o ld  a n d  s i lv e r  s a le s  w a s  
v ig o r o u s  ( 1 6 % ) ,  i t  w a s  n o t  e n o u g h  to  o f fs e t  t h e  c o n s id e ra b le  p r i c e  d e c l in e  a n d  t h e r e f o r e  t h e  e x p o r t  
v a lu e  w e n t  d o w n  b y  1 4 % . T h is  r e d u c t io n  c o u ld  n o t  b e  c o m p e n s a t e d  b y  t h e  e x p a n s io n  o f  1 1 %  in  
f e r r o n ic k e l  e x p o r t s ,  a  m u c h  lo w e r  r a t e  t h a n  t h a t  o f  t h e  p r e v io u s  tw o  y e a r s .
N o n - t r a d i t i o n a l  e x p o r t s  s h o w e d  th e  g r e a t e s t  g r o w th  r a t e  ( 1 9 % ) ,  e v e n  th o u g h  th i s  r e p r e s e n t e d  
a  c o n s id e r a b le  d e c l in e  f ro m  p r e v io u s  y e a r s .  S a le s  o f  a g r ic u l tu r a l  p r o d u c t s  a b r o a d  w e r e  t h e  f a c to r  t h a t  
s t im u la t e d  g r o w th ,  s in c e  t h e r e  w a s  a  d e c l in e  in  s a le s  o f  m a n u f a c tu r e s  a n d  s e m i- m a n u f a c tu r e s .
T h e  p o t e n t i a l  o f  th e s e  n o n - t r a d i t i o n a l  e x p o r t s  l ie s  in  t h e  c o u n t r y 's  p r o x im i ty  to  t h e  E a s t  C o a s t  
o f  t h e  U n i t e d  S ta te s ,  w h e r e  t h e r e  i s  a  la rg e  H i s p a n i c  p o p u l a t i o n  t h a t  g e n e r a t e s  a n  i n c r e a s in g  d e m a n d  
fo r  p r o d u c t s  su c h  a s  t a r o ,  s w e e t  p o t a t o e s ,  a n d  y u cca . I n  a d d i t io n ,  f r e s h  f ru i ts  a n d  v e g e ta b le s  c a n  b e  
s u p p l ie d  to  t h e  E a s t  C o a s t  a n d  t h e  M id w e s t  d u r in g  t h e  w in te r .
W i th  t h e  d e c l in e  in  t h e  e x t e r n a l  m a r k e t s  f o r  t r a d i t i o n a l  e x p o r t s ,  n o n - t r a d i t i o n a l  e x p o r t s  h a v e  
b e c o m e  th e  k e y  e l e m e n t  in  t h e  p o lic y  d e s ig n e d  to  r e d u c e  t h e  t r a d e  d e f ic it . B e c a u s e  o f  t h i s  th e y  h a v e  
r e c e iv e d  b o th  f o r e ig n  in v e s tm e n t s  u n d e r  t h e  C a r ib b e a n  B a s in  I n i t i a t i v e  a n d  f isc a l a n d  d o m e s t ic  c r e d i t  
in c e n t iv e s ,  a t  t h e  e x p e n s e  o f  t r a d i t i o n a l  p r o d u c t s .
O f  t h e  p a c k e t  o f  m e a s u r e s  a d o p te d  in  c o n n e c t io n  w i th  t h e  e x c h a n g e  r a t e  u n i f ic a t io n ,  t h e  
e s t a b l i s h m e n t  o f  a n  e x c h a n g e  r a t e  s u r c h a r g e  o f  3 6 %  fo r  t r a d i t i o n a l  e x p o r t s  a n d  5 %  fo r  n o n ­
t r a d i t i o n a l  e x p o r t s  h a d  a  m a r k e d  im p a c t  o n  t h e  e x t e r n a l  s e c to r .  T h is  s u r c h a r g e  is  le v ie d  w h e n  th e  
f o r e ig n  e x c h a n g e  r e c e iv e d  f ro m  e x te r n a l  s a le s ,  w h ic h  f o r m s  t h e  b a s is  o f  t h e  E x c h a n g e  R a te  S ta b i l i z a ­
t i o n  F u n d ,  is  c h a n g e d  b y  th e  C e n t r a l  B a n k . T h e  F u n d 's  r e s o u r c e s  a re  u s e d  to  c o v e r  t h e  f in a n c ia l  
im b a la n c e s  o f  t h e  p u b l ic  s e c to r  s t e m m i n g  f ro m  t h e  e x c h a n g e  r a t e  u n i f ic a t io n .8
S o m e  f i rm s  r e a c te d  to  t h i s  m e a s u r e ,  w h ic h  w a s  a n n o u n c e d  a s  b e in g  o n ly  t e m p o r a r y ,  b y  
w i t h h o l d i n g  e x p o r t s  in  t h e  h o p e  t h a t  t h e  m e a s u r e  w o u ld  b e  r e v o k e d  o r  b y  u n d e r - in v o ic in g ,  in  a n  
a t t e m p t  to  a v o id  t h e  s u r r e n d e r  o f  f o r e ig n  e x c h a n g e  w i th  t h e  a t t e n d a n t  s u r c h a r g e .  W h i le  t h e  e f fe c ts  o f  
t h e s e  p r a c t i c e s  c a n n o t  b e  q u a n t i f ie d ,  i t  is  c le a r  t h a t  th e y  h a v e  c o n t r ib u te d  to  t h e  d e t e r i o r a t i o n  o f  t h e  
e x t e r n a l  a c c o u n ts .
ii)  Imports. I m p o r t s  r e c o v e r e d  f ro m  th e  s l ig h t  d r o p  e x p e r ie n c e d  th e  y e a r  b e f o re ,  r e g i s t e r i n g  
g r o w th  o f  2 % .  H o w e v e r ,  i f  t h e  v a lu e  o f  t h e  o il  b i l l  i s  d is c o u n te d ,  t h e  in c r e a s e  s t a n d s  a t  1 4 % . T h is  
e x p a n s io n  w a s  c o n c e n t r a t e d  in  th e  la s t  t h r e e  m o n t h s  o f  t h e  y e a r ,  b e c a u s e  u p  to  S e p te m b e r  p u r c h a s e s  
h a d  d e c l in e d  b y  2 .3 % .
T h e  f ig u re s  u p  to  S e p te m b e r  in d ic a te  t h a t  i m p o r t s  o f  c o n s u m e r  g o o d s  in c r e a s e d  b y  2 8 % ,  
b e c a u s e  o f  t h e  e x t r a o r d in a r y  in c r e a s e  in  t h e  p r i c e s  o f  c o n s u m e r  d u r a b le s  ( 6 3 % ) .  T h e  r e m a i n i n g  
i m p o r t s ,  c o n s i s t in g  m o s t ly  o f  fo o d s tu f fs ,  in c r e a s e d  b y  o n ly  1 % . A  s im i la r  t r e n d  is  in d ic a te d  b y  th e  
e x t e r n a l  p u r c h a s e s  o f  IN ESPRE, w h ic h  p r im a r i ly  a c q u i r e s  i n p u t s  a n d  f in a l  g o o d s  to  s u p p le m e n t  t h e  
c o n s u m p t i o n  o f  s t a p le  i te m s .  T h e s e  p u r c h a s e s  fe ll b y  n e a r ly  2 5 %  d e s p i te  t h e  fa c t t h a t  n a t io n a l  
p r o d u c t io n  o f  s o m e  o f  t h e  a r t ic le s  s u p e r v i s e d  b y  t h a t  a g e n c y  h a d  b e e n  r e d u c e d  ( s e e  ta b le  12).
P u r c h a s e s  o f  r a w  m a t e r i a l s  a n d  i n p u t s  f e l l  b y  1 3 % ,  w h i l e  p u r c h a s e s  o f  p e t r o l e u m  a n d  
p e t r o l e u m  p r o d u c t s  d e c l in e d  b y  s o m e w h a t  m o r e  t h a n  th i s  f ig u re ,  d u e  to  e q u a l  d r o p s  in  t h e  v o lu m e  1
1 Usually quotas are established fur the fiscal year, which runs frum September tu August. In the case uf the 1984-1983 quuta, however, 
the period covered was 14 months, frum September 1984 tu Octuber 1985.
• The distributiun of resources is as follows: 30.4 ’,? for the central government, 335*7? for the Dominican Electricity Corporation (CDE) 
and 36.51? for the Central Bank. The aim is to payoff the public debt, purchase the oil refinery and theCDE, and cover the exchange losses uf the 
Central Bank.
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im p o r t e d  a n d  t h e  u n i t  v a lu e s .  T h i s  w a s  l in k e d  to  t h e  c o n t r a c t io n  o f  d o m e s t ic  d e m a n d  f o r  e n e rg y  
p r o d u c t s  d u e  to  t h e  s lu m p  in  e c o n o m ic  a c tiv ity . A  f u r t h e r  f a c to r  w a s  t h e  in c r e a s e  in  d o m e s t ic  p r ic e s  a t 
t h e  b e g i n n i n g  o f  t h e  y e a r .
T h e  r e m a i n i n g  i n p u t s  d e c l in e d  b y  1 2 %  a f te r  h a v i n g  s t a g n a t e d  d u r in g  th e  p r e v io u s  y e a r . T h e  
c h r o n ic  d e t e r i o r a t i o n  o f  in d u s t r y ,  f o r  w h ic h  t h e  m a jo r i ty  o f  th e s e  p u r c h a s e s  a re  d e s t in e d ,  h a s  m e a n t  
t h a t  t h e i r  w e i g h t i n g  in  t o t a l  e x t e r n a l  p u r c h a s e s  h a s  g o n e  d o w n  f ro m  3 3 %  in  1977 t o 2 8 %  in  198 5 .
D u r i n g  t h e  p e r io d  1 9 8 1 -1 9 8 4 , e x t e r n a l  p u r c h a s e s  o f  c a p i ta l  g o o d s  d e c l in e d ,  so  t h a t  in  198 4  th e y  
r e p r e s e n t e d  o n ly  6 0 %  o f  t h e  p u r c h a s e s  m a d e  in  1980 . I n  1985  th e y  in c r e a s e d  b y  2 8 % ,  d u e  to  th e  
d y n a m ic  g r o w t h  o f  a g r o in d u s t r y ,  w h ic h  w a s  o n e  o f  t h e  few  a c t iv i t ie s  n o t  a f fe c te d  b y  th e  r e c e s s io n .
D u r i n g  1 9 8 5 , t h e  p o lic y  o f  c u r t a i l in g  i m p o r t s ,  w h ic h  h a d  b e e n  s t a r t e d  s o m e  y e a r s  p r e v io u s ly ,  
c o n t in u e d  a n d  t h e  b a n  o n  i m p o r t i n g  a  lo n g  l i s t  o f  p r o d u c t s  w a s  m a in ta in e d .
I n  o r d e r  to  o v e r c o m e  t h e  p r o b l e m  o f  t h e  la c k  o f  in f o r m a t io n  o n  p a y m e n t s  m a d e  w i th  f o r e ig n  
e x c h a n g e  p u r c h a s e d  o n  t h e  f re e  m a r k e t  — w h ic h  m a d e  i t  im p o s s ib le  to  d r a w  u p  p o l ic ie s  to  u s e  fo re ig n  
e x c h a n g e  in  a  r a t i o n a l  m a n n e r — , t h e  m e a s u r e s  t a k e n  i n j a n u a r y  in c lu d e d  o n e  m a k in g  a p p r o v a l  b y  th e  
C e n t r a l  B a n k  m a n d a to r y  f o r  a ll p a y m e n t s  o f  im p o r t s  o f  g o o d s  a n d  se rv ic e s .
c )  R eal services andfactor payments
A s  a  r e s u l t  o f  a n  in c r e a s e  o f  1 8 %  in  e a r n in g s  a n d  a  7 %  r e d u c t io n  in  e x p e n d i tu r e ,  t h e  f a v o u ra b le  
b a la n c e  o n  t r a v e l  s e rv ic e s  in c r e a s e d  b y  2 7 %  to  a  l i t t le  o v e r  U S $ 3 5 0  m il l io n .
A l th o u g h  t h e  a v e r a g e  in c r e a s e  in  t h e  d o l la r  e x c h a n g e  r a t e  ( 1 0 .3 % )  w a s  c o n s id e ra b ly  e x c e e d e d  
b y  th e  in c r e a s e  in  d o m e s t i c  p r ic e s  ( 3 7 .5 % ) ,  t o u r i s m  s e rv ic e s  c o n t in u e d  to  b e  c h e a p ,  e s p e c ia l ly  fo r  
t r a v e l l e r s  f ro m  th e  d e v e lo p e d  c o u n t r i e s ,  w h o s e  n u m b e r  in c r e a s e d .9 W i t h  r e g a r d  to  e x p e n d i tu r e ,  f e w e r  
n a t i o n a l s  t r a v e l l e d  a b r o a d  a n d  th e y  a ls o  s p e n t  le s s . T h is  w a s  t h e  r e s u l t  o f  b o th  t h e  d e v a lu a t io n ,  w h ic h  
in c r e a s e d  t h e  c o s t  o f  p a s s a g e s  a n d  s ta y s  a b r o a d ,  a n d  t h e  e c o n o m ic  r e c e s s io n ,  w h ic h  c u t  t h e  in c o m e s  o f  
t h e  m id d le  c la s s e s ,  w h o  c o n s t i t u t e  t h e  p o t e n t i a l  d e m a n d  fo r  th i s  ty p e  o f  s e rv ic e .
T h e  in f lo w  o f  f o r e ig n  e x c h a n g e  f ro m  t o u r i s m  w a s  o f  t h e  o r d e r  o f  U S $ 4 4 0  m i l l io n  o r  o n e - t h i r d  
o f  t h e  to t a l  e a r n in g s  f ro m  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s . T h is  f ig u re  w a s  a lm o s t  f iv e  t im e s  t h a t  o f  
1 9 7 8  a n d  h i g h l i g h t s  t h e  s u s ta in e d  g r o w th  o f  th i s  a c tiv i ty  s in c e  t h e  e n d  o f  t h e  la s t  d e c a d e .
T a b le  12
D O M I N I C A N  R E P U B L IC : I M P O R T S  O F  G O O D S , F O B
M illio n s o f  do llars
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984
Ja n u a ry  -Sept.
1985"^
1985 1984" 1985"
1977 1980 1985" 1982 1983 1984 198500
T o ta l0 1 279 1 257 1 286  944 922 100.0 100.0 100.0 -13.3 1.8 -1 .7 -2 .3
C o n s u m e r  g o o d s 268 217 145 185 26 .9 22 .6 20.1 -23.6 7.6 -19 .0 27 .6
D u rab le s 98 88 62 101 9.9 8.0 11.0 -9.8 6.5 -10.2 62.9
O th e rs 170 129 83 84 17.0 14.6 9.1 -29.9 8.3 -24.1 1.2
R a w  m a te r ia ls  and
in te rm e d ia te  g o o d s  
P e tro le u m  and
858 899 695 604 54.7 61.3 65.5 -7 .2 3.5 4 .8 -13.1
fuels 461 505 4 2 7  400 345 22.2 30.0 37.4 -9.0 2.0 9.5 -13.8
O th e rs 397 394 295 259 32.5 31.3 28.1 -5.3 5.3 -0.8 -12.2
C a p ita l g o o d s 153 141 ... 104 133 18.4 16.1 14.4 -21 .8 -14.5 -7 .8 27 .9
Source: ECLAC, on the basis of data supplied by the Central Bank of the Dominican Republic
"Preliminary figures. Variation January-September with respect to the same period of the preceding year.
9 The total number of tourists increased by 5 Q? to 690 000. The travellers using cruise services, who spent US$23.50 during their entire 
stay, fell by 119f Entries by Dominicans residing abroad, whose average expenditure is US$650, increased y 89?. The number of tourists entering 
the country by air (64Q? of the total), whose stay and expenditure are variable, rose by 7/t.
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T h e  g o v e r n m e n t ,  t h e  i n t e r n a t io n a l  b a n k s  a n d  n a t io n a l  a n d  f o r e ig n e r  i n v e s to r s  h a v e  s u p p o r t e d  
t h e  d e v e l o p m e n t  o f  t h e  t o u r i s m  in d u s t r y ,  w i th  t h e  r e s u l t  t h a t  t h e  h o te l  c a p a c ity  h a s  in c r e a s e d  in  
r e c e n t  y e a r s .  H o w e v e r ,  a s  d e m a n d  h a s  e x p a n d e d  e v e n  m o r e  r a p id ly  t h a n  s u p p ly ,  s h o r ta g e s  a r e  n o w  
b e in g  o b s e r v e d ,  e s p e c ia l ly  d u r in g  th e  h ig h  se a so n . A n o t h e r  f a c to r  l im i t i n g  th e  g r o w th  o f  t o u r i s m  h a s  
b e e n  in a d e q u a te  a i r  t r a n s p o r t .
I n  1 9 8 5 , 1 0 1 6  h o te l  r o o m s  w e r e  a d d e d  ( 6 1 6  in  P u e r t o  P l a t a  a n d  4 0 0  in  H ig u e y ) .  T h i s  b r o u g h t  
t h e  s u p p ly  to  8  5 4 3  r o o m s ,  o f  w h ic h  6 2 %  w e r e  lo c a te d  in  b e a c h  a r e a s  a n d  th e  r e s t  in  t h e  c a p i t a l .10
F u r t h e r m o r e ,  t h e  D e p a r t m e n t  fo r  t h e  D e v e lo p m e n t  o f  T o u r i s m  I n f r a s t r u c tu r e  (IN FR A TU R ) 
s e c u re d  a  lo a n  o f  U S $ 3 7  m i l l io n  f ro m  t h e  I n t e r - A m e r i c a n  D e v e l o p m e n t  B a n k , to  b e  u s e d  b a s ic a lly  fo r  
g iv in g  f in a n c ia l  s u p p o r t  to  h o t e l  p r o je c t s .  H o w e v e r ,  th i s  lo a n  c o u ld  n o t  b e  u s e d  in  1 9 8 5 , a s  C o n g r e s s  
d e la y e d  i ts  a p p r o v a l .
N e t  f a c to r  p a y m e n t s  c l im b e d  b y  1 9 % , a f te r  h a v in g  d e c l in e d  t h e  p r e v io u s  y e a r .  T h e i r  r a t io  to  
e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  in c r e a s e d  f ro m  1 8 %  to  2 2 % .
A s  h a s  b e e n  o c c u r r in g  s in c e  1 9 7 6 , u n r e q u i t e d  p r i v a t e  t r a n s f e r s  — w h ic h  a re  m a d e  u p  m a in ly  o f  
r e m i t t a n c e s  s e n t  b y  D o m i n i c a n s  r e s id in g  a b ro a d —  in c r e a s e d  o n c e  a g a in , t h i s  t i m e  b y  1 8 % , a n d  
e x c e e d e d  U S $ 2 4 0  m i l l io n ,  w h ic h  is  e q u iv a le n t  to  1 8 %  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s .
d )  The current account imbalance and its financing
T h e  c u r r e n t  a c c o u n t  d e f ic i t ,  w h ic h  w a s  o f  t h e  o r d e r  o f  U S $ 3 2 0  m i l l io n  w a s  4 2 %  g r e a t e r  t h a n  
t h a t  o f  t h e  p r e v io u s  y e a r ,  a n d  a s  a  p r o p o r t i o n  o f  t h e  v a lu e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  i t  r o s e  f ro m  
1 6 %  to  2 4 %  ( s e e  ta b le  13).
T h e  n e t  c a p i t a l  in f lo w  e x c lu d in g  e r r o r s  a n d  o m is s io n s ,  in c r e a s e d  b y  2 3 %  to  U S $ 3 9 5  m i l l io n .  
T h is  in c r e a s e  s t e m m e d  f ro m  th e  o ffic ia l u n r e q u i t e d  t r a n s f e r s  ( g r a n t s ) ,  w h ic h  a lm o s t  d o u b le d ,  s in c e  
t h e  n e t  s h o r t -  a n d  l o n g - te r m  e x te r n a l  f i n a n c in g  d e c l in e d  b y  4 % . u A s  a lre a d y  in d ic a te d ,  t h e  U n i t e d  
S ta te s  s u p p o r t e d  t h e  a p p l i c a t i o n  o f  t h e  IM F p r o g r a m m e  th r o u g h  s p e c ia l  g r a n t s  a n d  c o m p e n s a te d  fo r  
t h e  d e c l in e  in  t h e  n e t  f lo w  o f  e x t e r n a l  f in a n c in g .
F o r e ig n  d ir e c t  i n v e s tm e n t  f e l l  b y  6 0 % .  T h is  d e c l in e  w a s  d u e  to  t h e  d e la y  in  d e t e r m i n in g  h o w  
t h e  la w  o n  f o r e ig n  i n v e s tm e n t  w o u ld  b e  a p p l ie d  a f te r  t h e  e x c h a n g e  r a t e  h a d  b e e n  u n if ie d . I n  fa c t, o n ly  
in  Ju ly  w e r e  t h e  r u le s  o n  r e p a t r i a t i o n  o f  p r o f i t s  la id  d o w n . I n  t h a t  m o n t h ,  t h e  m a n d a to r y  r e g i s t r a t i o n  
o f  c a p i t a l  in f lo w s  w i th  t h e  C e n tr a l  B a n k  w a s  r e i t e r a t e d  a n d  e n t e r p r i s e s  w e r e  a u th o r iz e d  to  t r a n s f e r  
a n n u a l ly  a b r o a d  u p  to  2 5 %  o f  t h e  i n v e s tm e n t  r e c o r d e d ,  to  b e  c h a r g e d  a g a in s t  t h e  d e c la r e d  d iv id e n d s  
p a id  to  in v e s to r s .  T h e  n e t  c a p i t a l  in f lo w  e x c e e d e d  th e  b a la n c e - o f - p a y m e n ts  c u r r e n t  a c c o u n t  d e f ic i t  b y  
a  n a r r o w  m a r g i n  a n d  e n a b le d  a  s l ig h t  in c r e a s e  in  i n t e r n a t io n a l  r e s e r v e s ,  t h o u g h  t h i s  w a s  n o t  e v e n  
o n e - n i n t h  o f  t h e  in c r e a s e  r e c o r d e d  t h e  p r e v io u s  y e a r .
e )  External indebtedness
B y  t h e  e n d  o f  1 9 8 4 , t h e  to t a l  e x t e r n a l  d e b t  s to o d  a t  U S $ 2  7 9 0  m i l l io n .12 T o ta l  in d e b te d n e s s  
i n c lu d in g  t h e  s h o r t - t e r m  a s s e ts  o f  t h e  C e n t r a l  B a n k  a n d  o t h e r  f o r e ig n  c u r re n c y  c o m m i tm e n t s  
a p p r o a c h e d  U S $ 3 .4 5  b i l l io n  ( s e e  ta b le  14).
W i th  r e s p e c t  to  t h e  s o u r c e s  o f  f in a n c in g ,  3 5 %  w a s  r e c e iv e d  u n d e r  b i l a te r a l  a g r e e m e n t s ,  2 5 %  
c a m e  f ro m  c o m m e r c ia l  b a n k s  a n d  2 1  %  f ro m  m u l t i l a t e r a l  a g e n c ie s . O f  t h e  to ta l ,  4 3 %  h a d  r e p a y m e n t  
p e r io d s  o f  o v e r  e ig h t  y e a r s ,  3 9 %  w a s  r e p a y a b le  in  o n e  to  e ig h t  y e a r s ,  a n d  1 8 %  w a s  s h o r t - t e r m  
f in a n c in g .
T h e  d e b t  r e n e g o t i a t i o n  w i th  t h e  c o m m e r c ia l  b a n k s  a t  t h e  e n d  o f  1983  m a d e  i t  p o s s ib le  to  
p o s t p o n e  t h e  p a y m e n t  o f  a p p r o x im a te ly  U S $ 5 0 0  m i l l io n  f o r  f iv e  y e a r s ,  in c lu d in g  th e  g r a c e  y e a r  
w h ic h  e n d e d  in  J a n u a r y  1 9 8 5 . T h e  b i l a t e r a l  d e b t  o w e d  to  t h e  P a r i s  C lu b  c o u ld  n o t  b e  r e n e g o t i a t e d  in  
1983 a n d  1 9 8 4  a s  n o  c o n d i t io n a l i ty  a g r e e m e n t  h a d  b e e n  r e a c h e d  w i th  t h e  IMF. T h a t  a g r e e m e n t  w a s  
s ig n e d  o n ly  in  D e c e m b e r  1984 .
61 Santo Domingo is a port with no beaches, which reduces its attractiveness for tourists.
11 During 1985, the United States Government gave the country five grants through US-AID: two for US$95 million as economic 
support for the adjustment programme signed with the IMF; one for US$2.5 million to support agroindustrial projects; another for US$6 million 
to promote exports and foreign investment, and one for US$430 000 for a water supply programme in rural areas.
"  The way the foreign debt is calculated has been changed, and it now includes all foreign commitments, whatever their origin or 
characteristics. Liabilities in the form of deposits and arrears in the exchange of foreign currency in the Central Bank were added, as well as 
advance payments received for future exports.
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Table 13
D O M I N I C A N  R E P U B L IC : B A L A N C E  O F  P A Y M E N T S  
(Millions o f dollars)
1979 1980 1981 1982 1983 1984 1985"
B a la n ce  o n  c u r re n t  a c c o u n t -360 -674 -416 -457 -441 -223 -317
T rad e  balance -349 -647 -306 -393 -339 -187 -273
E x p o rts  o f  g o ods and  services 1 135 1271 1 513 1 142 124 2 1 3 6 9 1 318
G oods FO B 869 962 1 188 768 785 868 739
R eal se rv ices 266 309 325 374 457 501 579
T ra n s p o r t  and  in su ran ce 22 26 31 21 27 29 36
T ravel 124 173 206 266 320 371 439
Im p o rts  o f  goo d s and  serv ices 1 484 1 9 1 9 1 818 1 535 1 581 1 556 1 591
G o ods FO B 1 137 1 520 1 452 1 257 1 282 1 257 1 286
R eal serv ices 347 399 367 277 299 299 305
T ra n s p o r t  and in su ran ce 132 175 154 138 150 127 145
T ravel 158 166 128 87 88 89 83
F ac to r  serv ices -188 -210 -293 -254 -297 -241 -286
P ro fits 57 -65 - - - -
In te re s t  received 32 42 12 4 7 6
In te re s t  paid -163 -187 -305 -258 -304 -247
O th e rs - - - - - - -
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts 177 183 183 190 195 205 242
B a la n ce  o n  c a p ita l a c c o u n t 358 708 4 5 4 311 303 321 342
U n re q u ite d  official tra n sfe r  p a y m e n ts 29 5 10 15 20 60 114
L o n g -te rm  cap ita l 160 423 231 262 506 294 28  I e
D ire c t in v e s tm e n t (n e t) 17 93 80 -1 48 69 27
P o rtfo lio  in v e s tm e n t (n e t) - - - - - - -
O th e r  lo n g - te rm  cap ital 143 330 151 264 4 5 8 225 254
Official secto r 165 268 226 290 542 237
L o an s d isb u rsed 314 305 286 393 734 237
A m o rtiz a tio n  p a y m e n ts -142 -37 -60 -103 -192 -36
C o m m erc ia l ban k s 7 - -7 -1 9 -2
L o an s d isbu rsed 8 - - - 11 -
A m o rtiz a tio n  p a y m e n ts -1 - -7 -1 -1 -2
O th e r  sec to rs -29 62 -68 -25 -94 -10
L o an s d isb u rsed 53 163 29 26 17 20
A m o rtiz a tio n  p a y m e n ts -82 -101 -97 -51 -111 -30
S h o r t- te rm  cap ita l (n e t) 241 250 198 34 -241 -64
Official secto r 101 88 9 162 -131 -115
C o m m erc ia l ban k s -16 92 193 -45 -235 -22
O th e r  sec to rs 156 71 -4 -83 124 73
E rro rs  and o m iss io n s  (n e t) -73 30 15 -1 18 31 -53
G lo b a l b a la n c e ' -2 34 -38 -146 -139 98 25
T ota l v a r ia tio n  in  rese rv es
(-  sign  in d ica tes  an  increase ) -8 -44 -54 160 150 -84 -13
M o n e ta ry  gold - -5 -5 16 16 23 2
Special D ra w in g  R ig h ts -3 9 -2 1 - - -31
IM F  reserv e  p o s itio n - - - - -8 8 -
F o re ig n  ex ch an g e  asse ts -81 27 -21 95 -34 -90 -56
O th e r  assets - - - - - - -
U se  m ad e  o f  IM F  c red it 77 -76 -25 48 176 -25 76
Source: 1979-1984: International Monetary Fund, Balance o f  Paym ents Yearbook, March, 1986; 1985: ECLAC, on the basis of official data. 
"Preliminary figures. 'includes Other non-factor services. 'IncludesNet loans granted and Other assets and liabilities. Equals 




DOMINICAN REPUBLIC: INDICATORS OF EXTERNAL INDEBTEDNESS
1 9 8 3 1 9 8 4 1 9 8 5 "
M ill io n s  o f  d o lla rs
T o ta l e x te rn a l d e b t 3 237 3 4 4 7 3 701
M u ltila te ra l 722
B ila te ra l 1 217
C o m m erc ia l b an k s 852
O th e rs 656
I n t e r e s t 304 247 281
P e rc e n ta g e s
T ota l e x te rn a l d e b t /e x p o r ts  o f
g o o d s an d  se rv ices 260 .6 251 .8 2 8 0 .8
N e t  in te re s t p a y m e n ts  /e x p o r ts
o f  goo d s and serv ices 23.9 17.6 21 .7
Source: ECLAC, on the basis of data supplied by the Central Bank of the Dominican Republic. 
"Estimates. ADisbursed external public and private debt. Corresponds to the "interest paid” item of the balance-of-payments
current account. Corresponds to the net item of the balance of payments.
The debt service projections for the triennium 1985-1987, including the accumulated arrears, 
indicated that the ratio of such service to total exports of goods and services would reach 111 %, 51 % 
and 36% in those years, respectively. As these amounts were seen to be unmanageable, a further 
renegotiation of the external debt was necessary.
At the end of 1984, the debt owed to the commercial banks was of the order of US$790 million. 
This amount represented the public and State-guaranteed private debt with a term of over one year. 
Formal negotiations began in March and ended in May with an agreement extending the total period 
to 13 years, with a grace period of three years and a semi-grace period of two years. The agreed 
interest rate was 1-3/8 over LIBOR, without commissions or advance payments.
The outstanding debt owed to the Paris Club was US$290 million, of which US$172 million 
represented the arrears of capital and interest payments up to December 1984 and US$118 million 
was scheduled to fall due between January 1985 and April 1986. It was agreed that 75 % of the arrears 
would be paid off in four successive annual payments, the first being in December 1987. Of the 
remaining 25%, 13.5% was to be paid in December 1985 and 11.5% in December 1986. As far the 
rest of the debt was concerned, it was agreed to pay off a part of it in ten equal semi-annual successive 
payments, beginning in February 1991. The other part (19%) would be paid in four equal annual 
payments, the first due on 30 June 1986.13
The interest rate charged for these financial arrangements will be agreed bilaterally between 
representatives of the Government of the Dominican Republic and those of the lending countries, on 
the basis of the most appropriate market rate.
The renegotiations —of which that with the Paris Club was not as favourable as that with the 
commercial banks— will reduce the pressure on the external accounts. The debt service payments 
that would have had to be made between 1985 and 1989 came to US$3 852 million, whereas after the 
restructuring the figure was reduced by some US$3 billion. Moreover, the grace periods and the 
extension of the payment period made it possible to place the external sector gradually on a sounder 
footing. Finally, lower interest rates than those applied in the 1983 renegotiations were obtained.
According to a first estimate, the total external debt increased by 7 % in 1985. As a result of this 
and of the decline in exports, the ratio between the debt and exports of goods and services went up 
from 250% to 280%.
n The outstanding debts were owed principally to the United States and Spain and to a lesser extent to Canada Japan, Brazil, France and 
Germany.
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D u r in g  th e  y e a r ,  th e  I n t e r - A m e r i c a n  D e v e l o p m e n t  B a n k  (IDB) a p p r o v e d  lo a n s  o f  U S $ 2 8  
m i l l io n  fo r  th e  H a i n a  B r e a k w a te r  P ro je c t ;  U S $ 7 2 .5  m i l l io n  to  f in a n c e  th e  g lo b a l  a g r o in d u s t r i a l  
p r o g r a m m e  o f  th e  I n v e s t m e n t  F u n d  fo r  E c o n o m ic  D e v e lo p m e n t  (FIDE), a n d  U S $ 5 5  m i l l io n  fo r  th e  
s e c o n d  s ta g e  o f  th e  I n d u s t r i a l  R e a c t iv a t io n  P r o g r a m m e ,  w h ic h  is  a lso  b e in g  e x e c u te d  b y  FIDE.
T h e  W o r ld  B a n k , fo r i ts  p a r t ,  g r a n t e d  a  lo a n  o f  U S $ 5 .8  m i l l io n  fo r m a n p o w e r  t r a in in g  an d  
a n o th e r  o f  U S $ 3 5 .8  m i l l io n  fo r th e  t h i r d  h ig h w a y  p ro je c t .
I n  a d d i t io n  to  th e  g r a n t s  f ro m  US-AID, a  n e w  a g r e e m e n t  fo r  U S $ 3 8  m i l l io n  w a s  s ig n e d  w i th  th is  
a g e n c y , p u r s u a n t  to  L a w  4 8 0 , to  f in a n c e  s ta p le  fo o d  im p o r t s  b y  INESPRE. A  lo a n  w a s  a ls o  o b ta in e d  to  
a s s is t  in  d e v e lo p in g  a g r o in d u s t r y .
H o w e v e r ,  t h e r e  w a s  c o n s id e ra b le  d e la y  in  r e c e iv in g  s e v e ra l  e x te r n a l  lo a n s ,  a n d  in  so m e  ca se s  
th is  e v e n  c a u s e d  th e m  to  b e  lo s t ,  b e c a u s e  o f  th e  o b s ta c le s  t h a t  C o n g r e s s  p u t  in  th e  w ay  o f  th e i r  
a p p r o v a l .  I t  w a s  o n ly  a t  t h e  e n d  o f  th e  y e a r  t h a t  th i s  s i tu a t io n  b e g a n  to  r e t u r n  to  n o rm a l .
T h e  IMF a p p r o v e d  a n  SDR a g r e e m e n t  w h ic h  a u th o r iz e d  th e  D o m in ic a n  R e p u b l ic  to  m a k e  
p u r c h a s e s  a b r o a d  o f  up  to  7 8 .5  m i l l io n  SDRs fo r 12 m o n th s ,  in  s u p p o r t  o f  th e  g o v e r n m e n t 's  e c o n o m ic  
a n d  so c ia l p r o g r a m m e s .  F u r t h e r m o r e ,  in  v ie w  o f  th e  in a d e q u a c y  o f  e x p o r t  e a r n in g s ,  a  lo a n  o f  15.5 
m i l l io n  SDR w a s  g r a n te d  u n d e r  th e  C o m p e n s a to r y  F in a n c in g  F a c ility .
4 . P r i c e s  a n d  w a g e s
In  1 9 8 5 , in f la t io n  g o t  w o r s e ,  r e a c h in g  a  le v e l u n p r e c e d e n te d  in  r e c e n t  d e c a d e s . T h e  n a t io n a l  c o n s u m e r  
p r ic e  in d e x  s h o w e d  a v a r i a t i o n  b e tw e e n  a n n u a l  a v e ra g e s  o f  3 7 .5  %  : i.e ., a  g o o d  d e a l h ig h e r  t h a n  t h a t  o f  
th e  y e a r  b e fo re  ( 2 4 % ) ,  w h ic h  w a s  3.5 t im e s  t h a t  o f  1 9 8 3 . D u r in g  th e  s e c o n d  h a lf  o f  th e  y e a r ,  h o w e v e r ,  
in f la t io n  s lo w e d  d o w n  s ig n if ic a n t ly  o n c e  th e  in c r e a s e  in  p r ic e s  a n d  ra te s  c a u s e d  b y  th e  a d ju s tm e n t  
p o lic y  h a d  b e e n  a b s o rb e d . C o n s e q u e n t ly  th e  D e c e m b e r - to - D e c e m b e r  v a r i a t i o n  ( 2 8 % )  w a s  lo w e r  t h a n  
b o th  th e  a v e r a g e  a n d  th e  3 8 %  v a r ia t io n  r e g i s te r e d  in  1 9 8 4 , w h e n  th e  r e v e r s e  t r e n d  w a s  o b s e rv e d  (s e e  
ta b le  15 a n d  f ig u re  2 ).
T h e s e  p r ic e  m o v e m e n ts  w e re  d u e  to  th e  r is e  in  th e  c o s t o f  e x te r n a l  p u r c h a s e s  r e s u l t in g  f ro m  th e  
h ig h e r  e x c h a n g e  r a te ;  th e  in c r e a s e  in  th e  r a te s  c h a r g e d  fo r th e  s e rv ic e s  s u p p l ie d  b y  p u b lic  e n t e r p r i s e s ;  
c e r ta in  fisca l p o lic y  m e a s u r e s ,  a n d  to  a  le s se r  e x te n t  th e  in c r e a s e  in  w a g e s .
T h e  fo o d , b e v e r a g e  a n d  to b a c c o  g r o u p  — w ith  a  5 2 %  w e ig h t in g  in  th e  to ta l  i n d e x —  ro s e  b y  
4 3 % ,  a  r a te  w h ic h  w a s  h ig h e r  th a n  th e  a v e r a g e ,  d u e  e s s e n t ia l ly  to  th e  b ig  in c r e a s e s  in  th e  p r ic e s  o f  
s ta p le  fo o d s  ( r ic e , b e a n s ,  p l a n t a i n s ,  su g a r  a n d  v e g e ta b le s ) .
T ab le  15
D O M I N I C A N  R E P U B L IC : E V O L U T IO N  O F  D O M E S T IC  P R IC E S
1980 1981 1982 1983 1984 1985
V a r ia t io n  D e c e m b e r  to  D e c e m b e r
C o n su m e r p ric e  index 7.3 7.2 7.7 38.1 28.4
F o o d , bev erag es and  tobacco 3.1 9.5 4.0 38.0 36.2
H o u s in g 18.6 4.7 12.3 25.0 17.2
W e a r in g  a p p a re l and foo tw ear 5.9 11.6 20.6 68.9 38.1
O th e r 5.1 2.9 7.2 46.1 18.4
V a r ia t io n  b e tw e e n  an n u a l av erag es
C o n su m e r p ric e  index 16.8 7.6 7.6 7.0 24.4 37.5
F ood , b ev e rag es  and  tobacco 15.3 0.4 7.9 6.5 22.0 43.5
H o u s in g 10.0 22.1 9.4 8.2 21.6 21.2
W e a rin g  a p p a re l and foo tw ear 20.4 8.2 9.6 14.4 46.8 57.3
O th e r 29.2 10.0 3.9 4.1 27.5 36.7
Source: ECLAC, on the basis of data supplied by the Central Bank of the Dominican Republic.











Source: ECLAC, on the basis o f official figures.
r Monthlyvariations
In  n
. . . J l n Jin
UU U U u
10°1 [ 1984 ____ 1_______________10R5___________ i______
1 n--------
The prices of clothing and footwear, which because of their high imported content are more 
vulnerable to the strengthening of the dollar, rose by 57%, which was well above the average. On the 
other hand, rents, which cannot be altered immediately in all cases, rose by only 21%.
At the beginning of the year, the prices of petroleum products were raised by 64%. The 
electricity rates for large consumers also rose, by 33 % and a 2% graduated increase was instituted for 
consumers of more than 300 kWh per month. All this raised the cost of manufactured goods, 
transport and energy products for family consumption. The increase in the price of gasoline, and 
hence of transport, was reflected in the 37% rise in the "Other" section of the index.
Poor families bore the brunt of the price increases. For the family income bracket of 50 to 100 
pesos, the increase was 40%, for the 100 to 200 peso bracket, 38%, for the 200 to 300 bracket, 36% 
and for the 300 to 600 bracket, 34%.
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T h e  m i n i m u m  w a g e ,  w h ic h  h a d  b e e n  r e a d ju s te d  b y  4 0 %  in  n o m in a l  t e r m s  in  M a y  o f  t h e  
p r e v io u s  y e a r ,  w a s  r a is e d  f ro m  175 to  2 5 0  p e s o s  in  Ju ly . W a g e s  b e tw e e n  2 4 0  a n d  5 5 0  p e s o s  w e r e  
p la c e d  in  t h e  s a m e  c a te g o r y  a s  t h e  l a t t e r  f ig u re  a n d  t h e  m in im u m  w a g e  f o r  a g r ic u l tu r a l  w o r k e r s ,  
w h ic h  w a s  b e t w e e n  2 8  a n d  4 0  p e s o s  f o r  a n  e i g h t - h o u r  d a y , w a s  in c r e a s e d  to  5 6  p e s o s .
T h e  a d ju s tm e n t  in  m in im u m  w a g e s  m e a n t  a  3 4 %  in c r e a s e  in  n o m in a l  w a g e s ,  b u t  a s  t h e  in c r e a s e  
in  p r ic e s  w a s  s t i l l  g r e a t e r ,  t h i s  m e a n t  t h a t  r e a l  w a g e s  fe ll  b y  2 %  ( s e e  ta b le  16).
5. F i s c a l  a n d  m o n e t a r y  p o l i c i e s
a )  Fiscal policy
I n  1 9 8 5 , t h e  a d ju s tm e n t  p o lic y  w a s  r e f le c te d  f u n d a m e n ta l ly  in  t h e  3 9 %  in c r e a s e  in  f isca l in c o m e  
a n d  in  t h e  w a y  t h e  f isca l d e f ic i t  w a s  f in a n c e d . T o ta l  e x p e n d i tu r e ,  w h ic h  h a d  g r o w n  s lo w ly  t h e  p r e v io u s  
y e a r ,  in c r e a s e d  b y  4 9 % ,  so  t h a t  t h e  f isca l d e f ic i t ,  m o r e  t h a n  t r e b l e d  a n d  i t s  r a t io  to  t h e  p r o d u c t  ( 1 .4 % )  
w a s  m o r e  t h a n  d o u b le  t h e  0 .6 %  r e c o r d e d  in  1984  ( s e e  ta b le  17).
T a x  r e v e n u e s  in c r e a s e d  b y  4 3 %  — a  r a t e  w h ic h  w a s  h ig h e r  t h a n  t h e  g r o w th  o f  t h e  p r o d u c t  a t 
c u r r e n t  v a lu e s  ( 3 4 % ) —  t h a n k s  to  t h e  e x p a n s io n  o f  in d i r e c t  t a x e s  ( 3 9 % )  a n d , w i t h i n  t h e m ,  t h e  6 1  %  
in c r e a s e  in  t a x e s  o n  f o r e ig n  t r a d e .  D i r e c t  t a x  r e c e ip t s  g r e w  a t  a  s lo w e r  r a te  ( 2 8 % ) .
T h e  r i s e  in  i n d i r e c t  t a x e s  — w h ic h  r e p r e s e n t e d  a lm o s t  4 0 %  o f  to t a l  t a x  r e c e ip t s —  w a s  m a in ly  
d u e  to  t h e  5 0 %  r i s e  in  t h e  d i f f e r e n t i a l s  b e tw e e n  t h e  c o s t  a n d  t h e  d o m e s t ic  p r ic e  o f  p e t r o l e u m  a n d  
p e t r o l e u m - p r o d u c t s  w h e n  t h e  l a t t e r  w e r e  in c r e a s e d  in  J a n u a ry .  A ls o  c o n t r ib u t in g  to  t h i s  r i s e  in  ta x  
r e c e ip t s  w a s  t h e  s u b s t a n t i a l  ( 6 8 % )  in c r e a s e  in  t h e  t a x  r e v e n u e  f ro m  t r a n s f e r s  o f  m a n u f a c tu r e d  g o o d s  
(ITBI), t h e  t a x  b a s e  o f  w h ic h  e x p a n d e d  b o t h  b e c a u s e  o f  t h e  in f lu e n c e  o f  h i g h e r  in f la t io n  a n d  a lso  
b e c a u s e  t r a d e  a n d  o t h e r  s e rv ic e s  w e r e  in c lu d e d . T h e  t a x e s  o n  c ig a r e t t e s  a n d  a lc o h o l ic  b e v e r a g e s  o n ly  
r o s e  b y  1 0 % .
T h e  s u b s t a n t i a l  i n c r e a s e  in  t h e  r e v e n u e  f ro m  ta x e s  o n  f o r e ig n  t r a d e  (61  % )  c a m e  f ro m  th e  5 8 %  
in c r e a s e  in  i m p o r t  ta x e s ,  w h ic h  a m o u n te d  in  a b s o lu te  t e r m s  to  a p p r o x im a te ly  187 m i l l io n  p e s o s .  
B a s ic a lly , t h i s  in c r e a s e  w a s  p r o d u c e d  b y  t h e  u n i f ic a t io n  o f  t h e  e x c h a n g e  r a te ,  w h ic h  p u s h e d  u p  th e  
a m o u n t  o f  t h e  a s s e s s a b le  in c o m e . T a x e s  o n  e x p o r t s  v i r tu a lly  d o u b le d , b u t  e v e n  so  th e y  r e p r e s e n te d  
o n ly  2 9  m i l l io n  p e s o s .  I t  s h o u ld  b e  n o te d  t h a t  t h e  e x c h a n g e  r a t e  s u r c h a r g e  o f  3 6 %  o n  t r a d i t i o n a l  
e x p o r t s  a n d  o f  5 %  o n  n o n - t r a d i t i o n a l  o n e s  w a s  n o t  in c lu d e d  in  th i s  i te m , a s  i t  is  c o l le c te d  a n d  
a d m in i s t e r e d  b y  th e  C e n t r a l  B a n k .
D i r e c t  t a x e s  — w h ic h  p r o v id e  a lm o s t  a  q u a r t e r  o f  t h e  to t a l  t a x  r e c e ip t s —  r e g i s t e r e d  a n  in c r e a s e  
( 2 8 % )  w h ic h  w a s  le s s  t h a n  t h a t  o f  t h e  p r o d u c t  ( 3 5 % ) ,  p o i n t i n g  to  t h e  in e la s t ic i ty  o f  th e s e  ta x e s . 
E v a s io n  o f  t h i s  t a x  c o n t in u e d  to  d e c r e a s e  a s  a  r e s u l t  o f  t h e  i m p o s i t i o n  o f  t h e  p a y  a s  y o u  e a r n  s y s te m  fo r  
fe e s  c h a r g e d  b y  p r o f e s s io n a l s  a n d  t h a n k s  a lso  to  t h e  t i g h t e r  c o n t r o l  c a u s e d  b y  t h e  o p e r a t i o n  o f  t h e  ta x  
o n  t h e  t r a n s f e r s  o f  m a n u f a c tu r e d  g o o d s .
T a b le  16
D O M I N I C A N  R E P U B L IC : E V O L U T IO N  O F  T H E  M I N I M U M  W A G E
1980 1981 1982 1983 1984 1985
M o n th ly  m in im u m  w ag e 125
P e so s
125 125 125 158 2 1 2 !
N o m in a l 100.0
In d e x e s  (1980 
100.0
=  100) 
100.0 100.0 126.4 169.6
R e a l 100.0 93.0 86.4 80.8 82.0 80.2
N o m in a l
G ro w th  ra tes
26.4 34.2
R e a l -4.8 -7.0 -7.1 -6.5 1.5 -2.2
Source: HCLAC, on the basis of official figures. 
"Raised to 2*>0 pesos as from July.
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Table 17
D O M IN IC A N  R E P U B L IC : C E N T R A L  G O V E R N M E N T  IN C O M E  A N D  E X P E N D IT U R E
M illio n s  o f  p eso s G ro w th  ra tes
1982 1983 1984 1985" 1982 1983 1984 1985"
1. C u r r e n t  in c o m e 745 906 1 184 1 649 -18 .0 2 1 .6 30.7 39.3
T ax  rev en u e 661 782 1 085 1 549 -10.1 18.3 38.8 42.8
D ire c t 206 224 289 371 -1.9 8.7 29.0 28.4
In d ire c t 253 296 428 596 6.3 17.0 44 .6 39.2
O n  fo re ign  tra d e 185 243 343 551 -32.0 31.4 41.2 60.6
O th e r 17 19 25 31 6.2 11.8 31.6 24.0
N o n - ta x  rev en u e 84 124 100 100 -51.4 47 .6 -19.4 -
2. C u r r e n t  e x p e n d i tu r e 792 878 100 4 141 5 2.1 10.9 14.4 4 0 .9
W ag es  and  sa laries 430 444 499 613 6.4 3.3 12.4 22 .8
C u rre n t  tra n sfe rs 161 188 224 1.9 16.8 19.2
O th e r  ex p e n d itu re s 201 246 281 -6.1 22 .4 14.2
3. C u r r e n t  sa v in g  (1-2) -47 28 180 234 542.9 30 .0
4. C a p ita l e x p e n d i tu r e 197 264 244 441 -32.5 3 4 .0 -7 .6 80 .7
R eal in v e s tm e n t 98 116 78 131 -1 9 0 18.4 -32.8 68.0
C ap ita l tra n sfe rs 83 118 116 -48.1 42.2 -1.7
O th e r  cap ital e x p e n d itu re 16 30 50 45.5 87.5 66.7
5. T o ta l e x p e n d i tu r e  (2  +  4) 989 1 142 1 2 4 8 1 8 5 6 -7 .4 15.5 9.3 4 8 .7
6. F isc a l d e f ic it (1-5) •244 -236 -64 -207
F in a n c in g  o f  d e f ic it  
N e t  d o m es tic  financing 175 150
L o an s d isb u rsed 172 150 - -
L ess  a m o r tiz a tio n  p a y m e n ts  
Sale o f  secu rities 3 - - -
N e t  e x te rn a l financing 47 38 92 229
L o an s d isb u rsed 91 96 125 269
L ess a m o r tiz a tio n  p a y m e n ts 44 58 33 40
O th e r  sources 22 48 -28 -22
P e rc e n ta g e s
R a tio s
C u rre n t sa v in g /c a p ita l 
e x p e n d itu re 10.6 73.7 53.1
Fiscal d e f ic it/to ta l ex p e n d itu re 24.7 20.7 5.1 11.2
T ax  re v e n u e /G D P 8.3 9.1 10.1 10.8
T ota l e x p e n d i tu re /G D P 12.5 13.3 11.6 12.9
Fiscal d e f ic it/G D P 3.1 2.8 0.6 1.4
D o m e s tic  f in an c in g /d e fic it 71.7 63.6 - -
E x te rn a l f in an c in g /d e fic it 19.3 16.1 143.8 110.6
Source: ECLAC, on the basis of data supplied by the Ministry of Finance and the Central Bank of the Dominican Republic. 
"Preliminary figures.
5 9 5
N o n - t a x  r e v e n u e  s ta g n a te d .  T h e  c o n t r ib u t io n  f ro m  th e  S ta te  m in i n g  c o m p a n y  R o s a r io  D o m i n ­
ic a n a  — w h ic h  a c c o u n ts  f o r  o v e r  5 0 %  o f  t h e  t o t a l—  w a s  s im i la r  to  t h a t  o f  1 9 8 4 , s in c e  t h e  d r o p  in  
i n t e r n a t io n a l  p r i c e s  o f f s e t  t h e  in c r e a s e  in  t h e  v o lu m e  o f  g o ld  a n d  s i lv e r  e x p o r te d .
C u r r e n t  e x p e n d i t u r e  r o s e  a t  a  s im i la r  r a t e  to  r e v e n u e  ( 4 0 % ) ,  w h i le  c u r r e n t  s a v in g s  in c r e a s e d  b y  
3 0 % . T h e  a d ju s tm e n t  o f  t h e  s a la r ie s  o f  c iv il  s e r v a n t s ,  t h e  1 %  in c r e a s e  in  t h e  s ta ff  e m p lo y e d  a n d  th e  
r i s e  in  p r i c e s  a n d  s u p p l i e s  le d  to  a n  e x p a n s io n  o f  o p e r a t i n g  c o s ts .  I n t e r e s t  p a y m e n t s  o n  th e  in t e r n a l  
a n d  e x t e r n a l  d e b t  a ls o  in c r e a s e d ,  a l t h o u g h  n o t  a s  m u c h  ( 7 % ) .  C u r r e n t  t r a n s f e r s ,  w h ic h  in c r e a s e d  b y  
9 0 % ,  w e r e  m a in ly  r e s p o n s ib l e  f o r  t h e  r i s e  in  c o s ts . T h is  e x p a n s io n  a ro s e  f ro m  th e  n e e d  to  s u b s id iz e  
s t a p le  f o o d  a n d  e le c tr ic i ty  c o n s u m p t io n ,  b e c a u s e  t h e  p r ic e  in c r e a s e s ,  t h o u g h  c o n s id e ra b le ,  w e r e  n o t  
e n o u g h  to  a b s o rb  th e  h i g h e r  c o s ts .
C a p i ta l  e x p e n d i t u r e ,  w h ic h  h a d  d e c l in e d  th e  p r e v io u s  y e a r  b y  8 % , m a d e  a n  u n u s u a l ly  v ig o r o u s  
r e c o v e ry  (81  % ) .  C a p i ta l  t r a n s f e r s  m o r e  t h a n  d o u b le d ,  m a in ly  b e c a u s e  o f  t h e  t r a n s f e r  o f  fu n d s  f ro m  
th e  c e n t r a l  g o v e r n m e n t  to  t h e  D o m i n i c a n  E le c tr ic i ty  C o r p o r a t io n  (CDE), t h e  N a t i o n a l  I n s t i t u t e  fo r  
W a te r  R e s o u r c e s  (IN D R H I) a n d  th e  S p e c ia l  F u n d  fo r  D e v e l o p m e n t  (FEDA), to  p r o v id e  t h e m  w i th  th e  
n e c e s s a ry  m a t c h i n g  fu n d s  to  d r a w  o n  e x t e r n a l  lo a n s .
P u b l ic  i n v e s tm e n t  in c r e a s e d  b y  6 8 % ,  fo l lo w in g  a  c o n t r a c t io n  o f  3 3 %  t h e  p r e v io u s  y e a r .  W i t h i n  
th i s  i t e m ,  c o n s t r u c t i o n  in c r e a s e d  b y  2 7 % ,  b u t  g iv e n  th e  in c r e a s e  in  c o s ts  ( 6 6 % ) ,  th i s  a c tu a lly  
r e p r e s e n t e d  a  d e c l in e  o f  a p p r o x im a te ly  2 3 % .
T h e  s h a re  o f  d o m e s t ic  r e s o u r c e s  in  f i n a n c in g  th e  f isc a l d e f ic i t  h a d  g r o w n  s te a d ily  in  t h e  c o u r s e  
o f  th i s  d e c a d e ,  r i s i n g  f ro m  51 %  in  1 9 8 0  to  8 4 %  in  1 9 8 3 , b u t  t h i s  s i tu a t io n  w a s  d r a s t ic a l ly  c h a n g e d  b y  
th e  a d ju s tm e n t  p r o g r a m m e  in  1984  a n d  1 9 8 5 , w h e n  th e  e n t i r e  f isc a l d e f ic i t  w a s  c o v e re d  w i th  e x te r n a l  
f in a n c in g .
S in c e  t h e  m id - 1 9 7 0 s ,  t a x  r e v e n u e  h a s  b e e n  s h o w in g  a  d e c l in in g  t r e n d .  T h e  t a x  r a t i o  b e g a n  to  fa ll 
s y s te m a t ic a l ly  f ro m  1 6 .4 %  in  1975  to  8 .3 %  in  198 2 . D u r i n g  th e  fo l lo w in g  t h r e e  y e a r s ,  t h e  r a t io  
im p r o v e d  s l ig h t ly  ( 9 - 1 % ,  1 0 .1 %  a n d  1 0 .8 % , r e s p e c t iv e ly ) ,  b u t  t h i s  w a s  a c h ie v e d  b y  in c r e a s in g  
in d i r e c t  t a x a t i o n  a n d  m a d e  t h e  s y s te m  m o r e  r e g re s s iv e .
T h e  t a x  r a t i o  h a s  b e e n  in f lu e n c e d  b y  th e  in e la s t ic i ty  o f  m a n y  ta x e s  a n d  th e  e r o s io n  o f  t h e  t a x  
b a s e . T h e  u s e  o f  sp e c if ic  ta x e s  in s t e a d  o f  ad  valorem  t a x e s  a n d  th e  m a n y  e x e m p t io n s  t h a t  w e r e  a l lo w e d  
w e r e  s o m e  o f  t h e  f a c to r s  t h a t  e n c o u r a g e d  th i s  p ro c e s s .
I n  o r d e r  to  re c tify  th e s e  s h o r t c o m in g s ,  t h e  E x e c u t iv e  r e p e a te d ly  s u b m i t t e d  a  s e t  o f  m e a s u r e s  to  
C o n g r e s s  s e e k in g  to  ta x  t h e  h i g h e r  in c o m e  g r o u p s  a n d  r e n d e r  t h e  s y s te m  m o r e  e f f ic ie n t  b y  im p o s in g  
r e g u la t i o n s  o f  a  g e n e r a l  c h a r a c te r .  O n ly  s o m e  o f  th e s e  m e a s u r e s  w e r e  r a t i f ie d ,  h o w e v e r ,  a n d  th i s  h a s  
r e d u c e d  t h e  c h a n c e s  o f  c h a n g in g  th e  s y s te m .14
b )  M onetary policy
T h e  m o n e ta r y  a n d  f in a n c ia l  p o l ic y  s t r ic t ly  a d h e r e d  to  t h e  IMF a d ju s tm e n t  p r o g r a m m e .  T h u s ,  in  
o r d e r  to  c o n ta in  th e  g r o w th  o f  d e m a n d ,  c r e d i t  e x p a n s io n  w a s  r e s t r i c te d ;  a n d  in  o r d e r  to  e n c o u r a g e  
s a v in g  a n d  i n v e s tm e n t ,  t h e  i n t e r e s t  a n d  e x c h a n g e  r a te s  w e r e  c h a n g e d  a n d  th e  t e r m s  f o r  s e c u r i t ie s  
w e r e  im p ro v e d .
E a r ly  in  t h e  y e a r ,  w h e n  a  s in g le  e x c h a n g e  r a t e  w a s  e s ta b l is h e d ,  a  w id e  r a n g e  o f  m e a s u r e s  to  
c h e c k  th e  e x p a n s io n  o f  d o m e s t ic  l iq u id i ty  w a s  im p o s e d .  I n c r e a s e s  in  t h e  d e m a n d ,  t im e  a n d  s a v in g  
d e p o s i t s  in  t h e  c o m m e r c ia l  b a n k s  o v e r  t h e  19 8 4  le v e ls  w e r e  m a d e  su b je c t  to  a  le g a l  r e s e r v e  o f  1 0 0 % . 
I n  a d d i t io n ,  t h e  R e s e r v e  B a n k , a  S ta te  e n t i ty  w h ic h  u p  to  t h e  y e a r  b e fo re  h a d  b e e n  e x e m p t  f ro m  th e  
r e s e r v e  r e q u i r e m e n t s ,  w a s  g iv e n  a  t im e ta b l e ,  f o r  g ra d u a l ly  c lo s in g  th e  g a p ,  u n t i l  a  s i tu a t io n  s im i la r  to  
t h a t  o f  t h e  o t h e r  c o m m e r c ia l  b a n k s  w a s  r e a c h e d .
F u r t h e r m o r e ,  t h e  r e d i s c o u n t  o p e r a t i o n s  o f  t h e  C e n tr a l  B a n k  w e r e  f ro z e n  a t  t h e  e n d - 1 9 8 4  le v e l  
a n d  r e d u c t io n s  o f  1 0 %  fo r  th e  c o m m e r c ia l  b a n k s  a n d  5 %  f o r  f in a n c e  in s t i t u t i o n s  w e r e  la id  d o w n  a f te r  
t h e  f i r s t  r e n e w a l  o f  t h e  r e d i s c o u n t  l in e s .  T h e  r e d i s c o u n t  r a t e s ,  w h ic h  h a d  b e e n  f lu c tu a t in g  b e tw e e n  
6 .5 %  a n d  9 % ,  w e r e  a ls o  r a i s e d  to  1 2 % . T h e  in t e r e s t  r a t e  w h ic h  th e  I n v e s t m e n t  F u n d  fo r  D e v e l o p ­
m e n t  (FIDE) c h a r g e d  th e  f in a n c ia l  i n t e r m e d ia r i e s  w a s  a ls o  s e t  a t  1 2 % .
D u r i n g  th e  y e a r ,  b a n k  lo a n s  to  t h e  p u b l ic  s e c to r  w e r e  s u s p e n d e d  a l to g e th e r ,  in  o r d e r  to  b o o s t  th e  
C e n t r a l  B a n k 's  f o r e ig n  e x c h a n g e  r e s e r v e s  a n d  p r o v id e  t h e  p r iv a t e  s e c to r  w i th  a  la r g e r  c r e d i t  flo w .
14 Among the measures which were nut approved were: the imposition o f a tax on urban real estate, the increase o f the tax on imported




DOMINICAN REPUBLIC: MONETARY BALANCE
E n d -y e a r  b a lance
G ro w th  ra tes
(m illio n s  ia f  pesos)
1982 1983 1984 1985° 1982 1983 1984 1985°
M o n e y  (M ,) 732 781 1 160 1 355 10.9 6.7 48.5 16.8
C urrency  o u ts id e  banks 358 415 593 677 10.5 15.9 42 .9 14.2
D e m a n d  d ep o s its 374 366 567 678 11.3 -2.1 54.9 196
F a c to r s  o f  e x p a n s io n 2  283 2  926 3 243 3 232 13.2 28.2 10.8 -0 .3
N e t  in te rn a tio n a l rese rv es -490 -308 -259 -398
D o m e s tic  cred it 2  773 3 234 3 502 3 844 19.6 16.6 8.3 9.8
P u b lic  sector 1 512 1 871 1 998 1 971 30.2 23.7 6.8 -1.4
C e n tra l g o v e rn m e n t 1 093 1 377 1 471 1 396 29.4 26.0 6.8 -5.1
Local g o v e rn m e n t 16 17 16 17 -5.9 6.2 -5.9 6.2
A g ricu ltu ra l B ank 257 273 279 297 3.6 6.2 2.2 6.4
O th e r  pub lic  in s titu tio n s 146 204 232 261 186.3 39.7 13.7 12.5
P riv a te  secto r 1 261 1 363 1 504 1 873 8.9 8.1 10.3 24.5
F a c to r s  o f  a b s o rp t io n 1 551 2  145 2  083 1 877 14.4 38 .3 -2 .9 -9 .9
Q u as i-m o n ey 804 895 1 010 1 235 18.8 11.3 12.8 22.3
L o n g -te rm  fore ign
b o rro w in g 501 975 1 070 3 340 40.7 94.6 9.7 212.2
O th e r  item s (n e t) 246 275 3 -2 698 -23.8 11.8 -
Source: HG.AC on the basis of data supplied by Central Bank oí the Dominican Republic 
"Preliminary figures. Saving and time deposits.
To encourage domestic saving, interest rates on financial certificates, which had been fluctuat­
ing between 10% and 14%, were raised to levels between 9.5% and 18%. Securities were also made 
more accessible to savers, by reducing the minimum amount to 10 000 pesos and the term to six 
months.15
Finally, in order to gain greater control over liquidity, the Central Bank put 100 million pesos 
worth of Stabilization Bonds on the market.
The application of these measures was clearly reflected in the monetary and financial variables. 
Despite the devaluation of the peso and the resurgence of inflation, both the cash in circulation and 
the deposits on current account increased more slowly than in the previous year, so that money 
increased by only 17%, a rate 50% lower than that of the gross domestic product, measured in current 
values. The velocity of money circulation thus went from 9.2% to 10.6% (see table 18).
Domestic credit increased by 10%: a rate 24 points less than that of the product. Financing for 
the public sector declined by 1 % and that for the central government, by 5 %. Local government, the 
Agricultural Bank and the State enterprises (the latter are included in the item "others") showed very 
moderate rates of increase. In contrast, the private sector, which from the end of the 1970s until 1983 
had absorbed a smaller proportion of financing, increased its share from 43 % in 1984 to almost 50% 
in 1985.
The distribution of the loans granted by the commercial banks was marked by the expansion 
(152%) of financing from the Investment Fund for Development, which is fed primarily from 
foreign loans mostly earmarked for agroindustry and export crops. Some 75 % of the increase in the 
credit flow to the agricultural and manufacturing sectors (23% and 25%, respectively) was provided 
by this fund (see table 19).
Savings and time deposits increased by 22%, which was faster than the previous year (13%). 
The increase in the interest rate on deposits and the fact that the procurement instruments were 
made more flexible may have been factors in this acceleration.
n Previously, these certificates had a value of 100 000 pesos and maturity periods of one to three years.
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Long-term external loans almost trebled, but this was mainly the result of the change in the way 
foreign currency assets and liabilities were assessed. Up to December 1984, the official exchange rate 
of one peso per dollar was used for these purposes, whereas after a single exchange rate was 
established, the market rate of approximately three pesos per dollar began to be used.
Despite the economic downturn, financial services expanded faster than in the last three years; 
six private commercial banks were established, while those already in existence opened new 
branches. The financial institutions, mortgage banks and savings and loan associations increased 
their activities too, and the number of staff employed increased by a little over 6%.
One factor in this advance, was the extension and diversification of the operations carried out by 
the private financial institutions, which were authorized to make short-term loans and which were 
also able to expand their deposit operations when the terms of the financial bonds were improved. 
Furthermore, given that the Central Bank's financing of the commercial banks remained stagnant 
after falling by 17% in 1984, the banks had to strive to secure a larger portion of domestic saving, 
either by competing among themselves or by preventing the flow of resources to the exterior.
The lack of credit in recent years has fostered excessive growth of the informal market, over 
which no control is exercised. The interest rates on loans and the yield on savings that obtain in this 
market far exceed those of the institutions in the regulated market.16 At the same time, the resources 
obtained are often channelled to non-priority activities, creating pressures on foreign exchange 
demand and the balance of payments through the increase in imports.
In order to determine the real importance of this market and to control its expansion the 
monetary authorities have laid down the conditions to be adhered to by these institutions. The results 
obtained in 1985 were only slight, however, since in addition to punitive action, it is necessary to 
change the formal market and to have an adequate credit flow which would prevent users from 
having to resort to the informal market.
T a b le  19
DOMINICAN REPUBLIC: LOANS GRANTED BY THE 
COMMERCIAL BANKS
E n d -y ea r balances P e rc e n ta g e  G ro w th
(m ill ions o f  pesos) b re a k d o w n  ra tes
1983 1984 1985° 1980 1984 1985° 1984 1985°
T o ta l 1 746 1 9 0 7 2  230 100.0 100.0 100.0 9.2 16.9
A g ric u ltu re 138 160 197 7.3 8.4 8.8 15.9 23.1
S ugar industry 29 41 47 2.4 2.1 2.1 41.4 14.6
M a n u fac tu rin g 427 472 589 30.7 24.8 26.4 10.5 24.8
C o n s tru c tio n 68 79 84 5.9 4.1 3.8 16.2 6.3
C o m m erce 217 217 249 14.1 11.4 11.2 - 14.8
P u b lic  sector 570 596 684 19.2 31.3 30.7 4.6 14.8
Im p o rts 70 73 72 6.7 3.8 3.2 4.3 -1.4
E x p o rts 100 132 145 4.2 6.9 6.5 32.0 9.8
O th e rs 127 137 163 9.5 7.2 7.3 7.9 19.0
S o u r c e :  l i C L A C ,  o n  t h e  b a s is  o f  d a ta  p r o v id e d  b y  t h e  C e n t r a l  B a n k  o f  t h e  D o m in ic a n  R e p u b l ic .  
" P r e l im in a r y  f ig u r e s .
16 T h e  in te r e s t  ra te s  o n  lo a n s  a r e  s e t  b y  t h e  m o n e ta r y  a u t h o r i t ie s ,  b u t  t h e  b a n k s  a n d  f in a n c ia l  in s t i t u t io n s  m a y  a ls o  c h a r g e  c o m m is s io n s ,  
w h ic h  ra n g e  f r o m  10’;? t o  2 1 ’/? .  T h i s  c o n s id e r a b ly  in c re a s e s  t h e  p r o f i t s  f r o m  t h is  a c t iv i ty .
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1. R e c e n t  e c o n o m i c  t r e n d s
a )  Introduction and sum m ary
T h e  n e w  d e m o c r a t i c  g o v e r n m e n t  in  U r u g u a y  to o k  o ffice  o n  1 M a r c h  1985 a f te r  t h e  c o u n try  h a d  
b e e n  r u le d  f o r  11 y e a r s  b y  a  defacto  r e g im e .  T h e  n e w  a u th o r i t i e s  im p le m e n te d  a n  e c o n o m ic  p o lic y  
b a s e d  o n  g r a d u a l  a c t io n  a g a in s t  in f la t io n ,  e m p h a s i z in g  s ta b il i ty  in  f in a n c ia l  a n d  b a la n c e - o f -p a y m e n ts  
m a t t e r s  w h i l s t  c o m b in in g  a d ju s tm e n ts  in  d o m e s t ic  d e m a n d  w i th  a n  in c o m e s  p o lic y  a im e d  a t 
r e c o v e r in g  th e  p a s t  le v e ls  o f  r e a l  w a g e s .  In  t h i s  w a y , b a c k e d  u p  b y  t h e  r e s t r u c t u r i n g  o f  e x te r n a l  
c o m m i t m e n t s  a n d  t h e  r e f in a n c in g  o f  t h e  d o m e s t ic  d e b t ,  i t  w a s  h o p e d  t h a t  t h e  e c o n o m y  w o u ld  f i r s t  b e  
r e a c t iv a te d  a n d  w o u ld  t h e n  t e n d  to  g r o w  s te a d ily . T h e  e x p o r t  s e c to r  w a s  to  c o n s t i t u t e  t h e  p iv o t  o f  
t h e i r  r e v i t a l i z a t i o n  p ro c e s s .
H o w e v e r ,  th i s  p l a n  w a s  fu lly  im p le m e n te d  o n ly  t o w a r d s  t h e  e n d  o f  t h e  y e a r . F o r  th i s  r e a s o n  
w h a t  o c c u r r e d  d u r in g  1985 is  o n ly  a  p a r t i a l  in d ic a t io n  o f  t h e  su c c e ss  o f  t h e  p o lic y  i n i t i a te d  w i t h i n  a n  
1 8 - m o n th  f in a n c ia l  p r o g r a m m e  t h a t  t h e  g o v e r n m e n t  e n t e r e d  in to  w i th  t h e  I n t e r n a t i o n a l  M o n e ta r y  
F u n d ,  w h ic h  g a v e  r i s e  to  a  c o n t in g e n c y  c r e d i t  a g r e e m e n t  w i th  t h e  F u n d  a n d  a ls o  f a c i l i ta te d  t h e  
r e n e g o t i a t i o n  o f  t h e  e x t e r n a l  d e b t  w i th  i n t e r n a t io n a l  p r i v a t e  b a n k e r s .
I n  t h i s  c o n te x t ,  f isc a l a d ju s tm e n ts  w e r e  c a r r ie d  o u t  in  1 9 8 5 , p r e s s u r e s  o n  th e  e x c h a n g e  m a r k e t  
d e c r e a s e d ,  t h e  le v e l  o f  a c tiv i ty  s to p p e d  f a l l in g  a n d  t h e  r e a l  w a g e  r o s e  m a rk e d ly .  H o w e v e r ,  t h e  
in f la t io n  a c c e le ra te d ,  a n d  e x p o r t s  d id  n o t  p e r f o r m  a s  d y n a m ic a l ly  a s  h a d  b e e n  fo re c a s t .
T h e  g r o s s  d o m e s t i c  p r o d u c t  g r e w  b y  0 .6 %  fo l lo w in g  fa lls  in  t h r e e  c o n s e c u t iv e  y e a r s ,  w h ic h  
b r o u g h t  t h e m  b a c k  to  t h e  le v e l  r e a c h e d  b a c k  in  197 7 . A s  t h e  in c r e a s e  in  p r o d u c t io n  w a s  v e ry  s im i la r  to  
t h a t  in  p o p u l a t i o n ,  p r o d u c t io n  p e r  i n h a b i t a n t  r e m a in e d  a lm o s t  c o n s t a n t  ( s e e  f ig u re  1). E c o n o m ic  
a c tiv ity  v a r i e d  b e tw e e n  t h e  tw o  h a lv e s  o f  t h e  y e a r ,  in  t h a t  w h i le  t h e  d o w n w a r d  t r e n d  w h ic h  h a d  
s t a r t e d  in  1982  c o n t in u e d  d u r in g  th e  f i r s t  s ix  m o n t h s ,  d u r in g  t h e  s e c o n d  h a l f  o f  t h e  y e a r ,  t h e  n e t  
d o m e s t ic  p r o d u c t  in c r e a s e d  b y  a lm o s t  3 % .
A t  t h e  s a m e  t im e ,  a d ju s tm e n ts  in  t h e  p u b l ic  s e c to r  w e r e  c a r r ie d  o u t  sw iftly . I n  fa c t, t h e  d e f ic i t  in  
t h e  p u b l ic  a c c o u n ts  w h e n  t h e  g o v e r n m e n t  c h a n g e d ,  w h ic h  w a s  e q u iv a le n t  to  4 0 %  o f  t h e  p r o d u c t ,  w a s  
r e d u c e d  to  6 %  in  t h e  s e c o n d  h a l f  o f  t h e  y e a r .  T h is  p o s i t i v e  t r e n d  w a s  d u e  m a in ly  to  t h e  in c r e a s e  in  ta x  
r e v e n u e  o f  t h e  c e n t r a l  g o v e r n m e n t ,  t h e  s ta b il i ty  a c h ie v e d  b y  th e  b u lk  o f  p u b l ic  e n t e r p r i s e s  ( in  w h ic h  
t h e  in c r e a s e  in  t h e  p r ic e s  o f  p e t r o l e u m  d e r iv a t iv e s  p la y e d  a n  i m p o r t a n t  p a r t )  a n d  t h e  r e d u c t io n  o f  
i n t e r n a t io n a l  i n t e r e s t  r a t e s  ( w h ic h  r e d u c e d  t h e  g r o s s  d o m e s t ic  p r o d u c t  b y  n e a r ly  o n e  p o i n t  b y  
d e c r e a s in g  o ff ic ia l a n d  s e m i-o f f ic ia l  e x p e n d i tu r e  in  i n t e r e s t  p a y m e n ts ) .
T h e  r e a l  w a g e  in c r e a s e d  b y  1 4 %  o v e r  t h e  a v e r a g e  fo r  t h e  p r e v io u s  y e a r ,  t h u s  b r in g in g  to  a n  
a b r u p t  h a l t  t h e  d o w n w a r d  t r e n d  w h ic h  in  198 4  h a d  m e a n t  t h a t  r e a l  s a la r ie s  a n d  w a g e s  a m o u n te d  to  
h a l f  b a r e ly  o f  t h o s e  r e c o r d e d  10 y e a r s  e a r l ie r .  T h e  a v e r a g e  fa m ily  in c o m e , h o w e v e r ,  s h o w e d  a n  
in c r e a s e  o f  6 %  d u e  to  t h e  s m a l le r  r e la t iv e  in c r e a s e  in  r e a l  in c o m e  o f  n o n - w a g e - e a r n e r s  ( p e n s io n e r s  
a n d  p e r s o n s  e m p lo y e d  o n  t h e i r  o w n  a c c o u n t) .  O n  t h e  o t h e r  h a n d ,  t h e  r a t e  o f  u n e m p lo y m e n t  
d e c r e a s e d  m a r k e d ly ,  f a l l in g  b e lo w  1 1 %  f o r  t h e  f i r s t  t im e  s in c e  1 9 8 1 .
T h e  i m p l e m e n t a t i o n  o f  t h e  f in a n c ia l  p r o g r a m m e  r a p id ly  d e c r e a s e d  p r e s s u r e s  o n  th e  e x c h a n g e  
m a r k e t  w i th  t h e  r e s u l t  t h a t  d u r in g  th e  s e c o n d  h a lf  o f  t h e  y e a r ,  t h e  d o l la r  e x c h a n g e  r a t e  r e m a in e d  
w i t h i n  t h e  r a n g e  e s t im a te d  b y  t h e  g o v e r n m e n t .  N o n e t h e l e s s ,  t h e  in f la t io n  c o n t in u e d  to  a c c e le ra te .  
T h u s ,  t h e  c o n s u m e r  p r ic e  in d e x  in c r e a s e d  b y  8 3 %  b y  c o m p a r i s o n  w i th  t h e  r i s e  o f  66%  e x p e r ie n c e d  in  
198 4  ( s e e  ta b le  1). A ll  in  a ll, to w a r d s  t h e  e n d  o f  t h e  y e a r ,  t h e  in f la t io n  w a s  b e l ie v e d  to  b e  lo w e r in g  in  
t h e  n e ig h b o u r h o o d  o f  - 1 0 % ,  a  r a t e  w h ic h ,  a l t h o u g h  s u b s ta n t ia l ly  lo w e r  t h a n  t h a t  o f  t h e  in f la t io n  
e x p e r ie n c e d  w h e n  t h e  n e w  g o v e r n m e n t  to o k  o v e r ,  w a s  s t i l l  a b o v e  t h e  t a r g e t s  s e t  in  t h e  p r o g r a m m e  
( 6 0 %  f o r  t h e  p e r io d  Ju ly  1 9 8 5 /J u ly  198 6  a n d  4 5 %  fo r  t h e  y e a r  1 9 8 6 ).
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The adjustments made in the external sector continued to follow the recessive pattern set in 
previous years. The trade balance again showed a surplus (US$220 million), but exports and imports 
were lower than those recorded the previous year. This, as well as the heavy interest payments made 
to cover the external debt were contributing factors to the current account's closing with a negative 
balance of US$125 million. Net capital income was US$96 million, resulting in a decrease of about 
US$22 million in the international reserves of the Central Bank and the Banco de la República.
Gross domestic investment decreased again (-10%) with the result that the investment 
coefficient fell to 8%, the lowest figure recorded since statistics began to be kept. One of the 
implications of this is that the country did not succeed in replacing assets which depreciate annually 
and are estimated to account for the equivalent of about 10% of the gross domestic product. This drop
Table 1
URUGUAY: MAIN ECONOMIC INDICATORS
A.
1979 1980 1981 1982 1983 1984 1985°
B a sic  e c o n o m ic  in d ic a to r s
G ro ss d o m es tic  p ro d u c t a t m a rk e t 
p rices (index  1980 =  100) 94.6 100.0 101.4 91.2 85.7 83.9 84.4
G ro ss n a tio n a l incom e 94.0 100.0 102.1 89.1 80.1 77.5 77.0
P o p u la tio n  (m illio n s  o f  in h a b ita n ts )  
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t
2.89 2.91 2.93 2.95 2.97 2.99 3.01
(index  1980 =  100) 95.1 100.0 100.8 90.0 84.0 81.6 81.5
G r o w th  ra te s
S h o r t - r u n  e c o n o m ic  in d ic a to r s
G ro ss  d o m es tic  p ro d u c t 6.2 5.8 1.4 -10.1 -6.0 -2.1 0.6
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t 5.6 5.2 0.8 -10.7 -6.7 -2.8 -0.2
G ro ss n a tio n a l incom e 6.1 6.3 2.1 -12.7 -10.0 -3.3 -0.6
R a te  o f  u n e m p lo y m e n t  
C o n su m e r p rices
8.4 7.4 6.7 11.9 15.5 14.3 13.0
D ece m b e r-d ecem b er 83.1 42 .8 29.4 20.5 51.5 66.1 83.0
V a ria tio n  b e tw een  an nual av erages 66.8 63.5 34.0 19.0 49.2 55.3 72.2
R eal w ag es and sa la ries 52.6 64.4 43 .6 18.3 18.3 41.0 99.3
M oney 87.1 50.0 10.3 19.8 11.3 56.2 101.5
C u rre n t g o v e rn m e n t incom e 93.7 77.5 42.2 -8.0 50.8 35.0 92.9
T ota l g o v e rn m e n t e x p e n d itu re  
Fiscal d e f ic it/to ta l g o v e rn m e n t
74.7 79.3 43.7 113.9 19.9 50.3 64.8
ex p en d itu re*
C u rre n t va lue  o f  e x p o rts  o f
lY o y -0.5 -36.4 -20.1 -28.3 -16.0
goods and serv ices 30.8 27.8 11.4 -9.6 -8.2 -8.6 -3.0
C u rre n t va lue  o f  im p o rts  o f  
goods and  services 55.0 42 .6 -2.1 -24.4 -24.7 -11.1 -2 .9
T erm s o f  tra d e  (goods and services) -4.5 5.5 2.1 -9.2 -14.7 -1.3 -6.3
M illio n s  o f  d o lla rs
E x te rn a l  se c to r
T rad e  b a lance  (goods and  services) -309 -618 -397 -48 217 227 220
N e t  p a y m e n t o f  p ro fits  and  in te re s t -58 -100 -74 -197 -288 -362 -356
B alance on  c u rre n t account -363 -716 -468 -235 -60 -124 -125
B alance  on  cap ita l account 
V a r ia tio n  in  in te rn a tio n a l reserves
448 811 494 -182 -11 39 96
(n e t)8 4 112 51 -497 -71 -70 -22
E x te rn a l deb t 1 682 2  138 3 112 4  238 4  572 4  671 4  900
B
C
Source: ECLAC, on the basis of official data.
"Preliminary figures. frGross domestic product plus terms-of-trade effect (goods and services). cAverage annual rate in
Montevideo. ANominal average wage variation between annual averages. 'Percentages. 'Surplus. *{+) indicates an increase.
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in  i n v e s tm e n t  w a s  d u e , o n  th e  o n e  h a n d ,  to  r e d u c e d  p u b l ic  i n v e s tm e n t  a n d ,  o n  th e  o th e r ,  to  a  la c k  o f  
d y n a m is m  in  t h e  p r i v a t e  s e c to r  c a u s e d  b y  e x c e s s iv e  in t e r n a l  in d e b te d n e s s  a n d  b y  t h e  r a t h e r  u n c le a r  
o u t lo o k  a t  t h e  s t a r t  o f  t h e  y e a r  c o n c e r n in g  t h e  w a y  in  w h ic h  d o m e s t ic  a n d  e x t e r n a l  d e m a n d  w o u ld  
e v o lv e .
H o w e v e r ,  t h e  f a v o u ra b le  c h a n g e  in  t h e  o u t lo o k  fo r  t h e  p u b l ic  a t  la rg e  w h ic h  b e c a m e  e v id e n t  
h a lfw a y  th r o u g h  th e  y e a r  h e lp e d  b r in g  a b o u t  a n  in c r e a s e  in  t h e  d e m a n d  f o r  m o n e y ,  w h ic h  c o in c id e d  
w i th  a  g r a d u a l  in f lo w  o f  c a p i ta l  w h ic h  w a s  i n v e s te d  in  g o v e r n m e n t  s e c u r i t ie s  a n d  d e p o s i te d  in  b a n k s .  
T h u s ,  t h e  c e n t r a l  g o v e r n m e n t  w a s  w e l l  a b le  to  c o v e r  i ts  d e f ic i t  b y  s e l l in g  s e c u r i t ie s  f o r  f o r e ig n  
c u r re n c y  a n d  b y  so  d o in g  to  r e l ie v e  i ts  n e e d  to  is s u e  m o r e  n a t io n a l  c u r re n c y . H o w e v e r ,  t h e  is s u e  o f  n e w  
c u r re n c y  s h o w e d  a n  in c r e a s e  g r e a t e r  t h a n  t h a t  w h ic h  h a d  b e e n  p l a n n e d ,  in  t h a t  w h e r e a s  t h e  m o n e ta r y  
a u th o r i t i e s  h a d  e n v is a g e d  a n  in c r e a s e  o f  51 %  f o r  t h e  M 2 a g g r e g a te ,  t h i s  in  fa c t in c r e a s e d  b y  91 %  in  
1985 a n d  a t  a  r a t e  e q u iv a l e n t  to  8 6 %  a  y e a r  in  t h e  la s t  s ix  m o n th s .
b )  The economic and financial scenario when the new government took office
A f te r  i n c r e a s in g  a t  a n  a n n u a l  a v e r a g e  r a te  o f  4 .5  %  d u r in g  t h e  p e r io d  1 9 7 4 -1 9 8 0 , t h e  U r u g u a y a n  
e c o n o m y  b e g a n  to  s h o w  s ig n i f ic a n t  s ig n s  o f  d e t e r io r a t i o n  in  t h e  m id d le  o f  1 9 8 1 . D u r i n g  t h a t  y e a r  th e  
g r o w th  r a te  b a re ly  r e a c h e d  1 .4% , a n d  in  t h e  f o l lo w in g  y e a r  t h e  e c o n o m y  e n te r e d  t h e  m o s t  s e v e re  
r e c e s s io n  s in c e  t h e  G r e a t  D e p r e s s i o n  o f  t h e  1930s.
T o w a r d s  t h e  e n d  o f  1 9 8 2 , t h e  a u th o r i t i e s  in t r o d u c e d  a  p r o c e s s  o f  a d ju s tm e n t  e s s e n t ia l ly  
d e s ig n e d  to  s ta b i l iz e  d o m e s t ic  p r ic e s  a n d  th e  b a la n c e  o f  p a y m e n ts .
O v e r  th e  tw o - y e a r  p e r io d  1 9 8 3 -1 9 8 4 , t h e  e c o n o m y  s h o w e d  n e g a t iv e  t r e n d s .  A l th o u g h  th e  
d e f ic i t  in  t h e  t r a d e  b a la n c e  w a s  s h a rp ly  re d u c e d ,  t h i s  w a s  m a in ly  d u e  to  a  m a r k e d  d e c r e a s e  in  im p o r t s  
a n d  o c c u r r e d  in  t h e  c o n te x t  o f  a  g r a v e  re c e s s io n .  T h u s ,  t h e  p r o d u c t  fe ll b y  1 0 %  in  1982  a n d  b y  8 %  in  
t h e  f o l lo w in g  tw o  y e a r s ,  w h i le  im p o r t s  o f  g o o d s  fe ll b y  3 5 %  in  1982  a n d  b y  2 9 %  in  1 9 8 3 . A t  t h e  s a m e  
t i m e ,  t h e  r a t e  o f  in f la t io n  r o s e  f ro m  2 1  %  in  19 8 2  to  5 2 %  in  1983 a n d  to  6 6 %  in  1984  ( s e e  f ig u re  1).
A s  in  o t h e r  c o u n t r i e s  in  L a t in  A m e r ic a ,  t h e  f o r e ig n  d e b t  r e a c h e d  a n  e x c e p t io n a l ly  h ig h  le v e l  in  
t h e  e a r ly  1 9 8 0 s, a m o u n t in g  f o r  t h e  e q u iv a le n t  o f  a b o u t  t h r e e  a n d  a  h a l f  t im e s  t h e  v a lu e  o f  e x p o r t s  o f  
g o o d s  a n d  s e rv ic e s  a n d  to  9 0 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t .  I n  a d d i t io n ,  t h e  s u d d e n  in c r e a s e  in  t h e  
r a te  o f  e x c h a n g e  c o m b in e d  w i th  th e  h ig h  d e g r e e  o f  d o l l a r iz a t i o n  o f  t h e  U r u g u a y a n  e c o n o m y , b r o u g h t  
a b o u t  a  m a jo r  im b a la n c e  in  t h e  f in a n c ia l  s i t u a t io n  o f  f i rm s  a n d  w e r e  r e s p o n s ib l e  f o r  e x c e s s iv e  
d o m e s t ic  i n d e b te d n e s s  w h ic h ,  in  t u r n ,  h a d  r e p e r c u s s io n s  o n  th e  b a la n c e s  o f  b a n k s  a n d  f in a n c ia l  
i n s t i t u t i o n s .
T h e  d e c l in e  in  a c tiv ity  r e s u l t e d  in  s u b s ta n t i a l  o p e n  u n e m p l o y m e n t  w h ic h  r e a c h e d  a  m a x im u m  
r a t e  o f  1 6 %  in  t h e  m id d le  o f  1983  th e r e b y  in t r o d u c in g  a n o t h e r  n e g a t iv e  e l e m e n t  a s  fa r  a s  t h e  
d i s t r i b u t io n  o f  in c o m e  w a s  c o n c e r n e d .  T h e  s i tu a t io n  w i th  r e g a r d  to  in c o m e  d i s t r i b u t i o n  w a s  a lso  
a d v e rs e ly  a ffe c te d  b y  a  fa ll in  r e a l  w a g e s  o f  a b o u t  3 0 %  d u r in g  th e  tw o - y e a r  p e r io d  1 9 8 3 -1 9 8 4 .
T h u s ,  t h e  e c o n o m ic  a n d  f in a n c ia l  s i tu a t io n  r e c o r d e d  to w a r d s  t h e  e n d  o f  198 4  a n d  a t  t h e  s t a r t  o f  
1985 w a s  c h a r a c te r i z e d  b y  c r i t ic a l  a s p e c ts ,  t h e  m o s t  i m p o r t a n t  o f  w h ic h  w e r e  t h e  p r o l o n g a t io n  o f  th e  
r e c e s s io n  f ro m  th e  t h i r d  c o n s e c u t iv e  y e a r ,  t h e  s t r o n g  l ik e l ih o o d  o f  in f la t io n ,  a  c o n s id e r a b le  f isc a l 
d e f ic i t  a n d  m a r k e d  m o n e ta r y  im b a la n c e ,  e x c e s s iv e  d o m e s t ic  in d e b te d n e s s ,  a  h ig h  p u b l ic  e x t e r n a l  d e b t  
a n d  a  m a jo r  fa ll in  t h e  s h a r e  o f  w a g e - e a r n e r  in  t h e  n a t io n a l  in c o m e .
In  fa c t, t h e  le v e l  o f  e c o n o m ic  a c tiv ity  r e c o r d e d  in  1 9 8 4  w a s  1 7 %  lo w e r  t h a n  in  1981 w i th  th e  
r e s u l t  t h a t  p e r  c a p i ta  p r o d u c t  t h a t  y e a r  w a s  e v e n  lo w e r  t h a n  t h a t  a c h ie v e d  b a c k  in  1 975 . T h is  w a s  
r e s p o n s ib l e  f o r  a  s u b s ta n t i a l  r e d u c t io n  in  t h e  d e g r e e  to  w h ic h  th e  in s ta l le d  p r o d u c t io n  c a p a c ity  w a s  
u se d . A t  t h e  s a m e  t im e ,  t h e  r a te  o f  u n e m p l o y m e n t  in  t h e  w o r k  fo rc e  j u m p e d  f ro m  6 %  in  1981 to  1 4 %  
in  1984 .
M o r e o v e r ,  t h e  r a p id  p r o g r e s s  o f  t h e  in f la t io n  a n d  its  a c c e le r a t io n  in  19 8 4  r e p r e s e n t e d  a n  
i m p e d i m e n t  to  t h e  f o r m u la t io n  o f  a  p r o g r a m m e  d e s ig n e d  to  r a p id ly  in c r e a s e  e c o n o m ic  a c tiv ity . 
F u r t h e r m o r e ,  t h r o u g h o u t  t h e  la s t  m o n t h s  t h e  f o r m e r  g o v e r n m e n t  w a s  in  o ffice  a n d  th e  f i r s t  m o n th s  
o f  th e  n e w  a d m in i s t r a t i o n  ( w h o s e  e c o n o m ic  a u th o r i t i e s  d id  n o t  m a k e  t h e i r  e c o n o m ic  p o lic y  e x p l ic i t  
u n t i l  m i d - A p r i l ) ,  t h e  g r o w th  r a te  o f  d o m e s t ic  p r ic e s  c o n t in u e d  to  in c r e a s e ,  a n d  th e  in f la t io n  s h o w e d  
s t r o n g e r  s ig n s  o f  a c c e le ra t in g .
T h e s e  s ig n s  o f  i m p e n d in g  in f la t io n  c o m e  f ro m  q u a n t i t a t iv e  a n d  q u a l i t a t iv e  e v a lu a t io n s  m a d e  b y  
e c o n o m ic  a g e n ts .  F r o m  th e  q u a n t i t a t i v e  p o i n t  o f  v ie w , t h e  a c c e le r a t io n  o f  t h e  in f la t io n a r y  p r o c e s s  in  
A r g e n t in a  w a s  e x t r a p o la t e d  f o r  U r u g u a y ,  w i t h i n  t h e  f r a m e w o r k  o f  a  p o s s ib le  g e n e r a l  " l iq u e f a c t io n "
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F ig u re  1 ( c o n c lu s io n )
Source; ECLA C, on th e  basis o f official data.
aA nnual grow th rate. b Average annual rate  in  M ontevideo. cA u g u st 1974 —  F ebruary
1975. ’’Percentage v aria tion  from  D ecem ber to  D ecem ber. eM illions o f  dollars.
P e rcen tag es .
o f  d e b t s  w h ic h  i t  w a s  s u p p o s e d  w o u ld  s o lv e  t h e  p r o b le m  o f  t h e  e x c e s s iv e  d o m e s t ic  d e b t  o f  th e  d e b to r  
c o u n t r i e s .  T h e s e  e v a lu a t io n s  a ls o  h a d  s o m e  q u a n t i t a t i v e  f o u n d a t io n ,  w h ic h  lay  in  t h e  p a t t e r n  s h o w n  
b y  t h e  c r e a t io n  o f  m o n e y ;  t h e  r a t e  o f  e x c h a n g e  a n d  t h e  p r i c e  in d e x  f o r  t h e  p e r io d  e m b r a c in g  th e  
e le c t io n s  a n d  th e  m o n t h  o f  A p r i l .  B e tw e e n  N o v e m b e r  1 9 8 6  a n d  M a r c h  1 9 8 5 , t h e  is s u e  o f  m o n e y  b y  
th e  C e n t r a l  B a n k  in c r e a s e d  b y  4 3 %  ( th a t  is , a n  a n n u a l  in c r e a s e  o f  1 9 4 % ) ;  t h e  r a t e  o f  e x c h a n g e  
in c r e a s e d  b y  51 %  ( a t  a n  a n n u a l  r a t e  o f  1 7 0 % )  a n d  c o n s u m e r  p r ic e s  in c r e a s e d  b y  3 0 %  ( o r  to  a n  a n n u a l  
r a t e  o f  8 8 % )  a n d  in  A p r i l  a lo n e  s h o w e d  a n  in c r e a s e  o f  1 0 % .
T h e  t r e m e n d o u s  f isc a l d e f ic it  w a s  a n o t h e r  m a jo r  r e s t r i c t i o n  f a c in g  t h e  n e w  a u th o r i t i e s .  A t  t h e  
e n d  o f  1 9 8 3 , i t  a m o u n te d  to  t h e  e q u iv a le n t  o f  a b o u t  4 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t ,  a n d  b y  t h e  e n d  
o f  1 9 8 4  h a d  g r o w n  e v e n  g r e a t e r  a s  a  r e s u l t  o f  t h e  d e la y  in  f ix in g  th e  ta r i f f s  o f  t h e  m a in  p u b l ic  f i rm s . 
S in c e  t h e  s o - c a l le d  p a r a - f i s c a l  d e f ic i t  o f  t h e  B a n c o  C e n t r a l  a ls o  a m o u n te d  to  t h e  e q u iv a le n t  o f  a b o u t 
4 %  o f  t h e  p r o d u c t ,  t h e  o v e r a l l  d e f ic i t  o f  t h e  p u b l ic  s e c to r  a t t h e  t im e  t h e  n e w  g o v e r n m e n t  c a m e  to  
p o w e r  w a s  a s  l a r g e  a s  a b o u t  1 0 %  o f  t h e  g r o s s  d o m e s t ic  p ro d u c t .
T h e  s iz e  o f  th i s  d e f ic i t  a ls o  fu e lle d  t h e  h ig h ly  in f la t io n a r y  r e n ta l i ty  o f  t h e  g e n e r a l  p u b l ic  s in c e  it 
t e n d e d  to  c r e a te  a  v e ry  s ig n i f ic a n t  m o n e ta r y  im b a la n c e .  S in c e  a t  t h e  s t a r t  o f  1 9 8 5 , t h e  m o n e ta r y  b a s e  
b a r e ly  a m o u n te d  to  t h e  e q u iv a le n t  o f  5 %  o f  t h e  p r o d u c t ,  i f  t h e  to t a l  d e f ic i t  o f  t h e  p u b l ic  s e c to r  w e r e  to
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b e  e x p r e s s e d  m o n e ta r i ly ,  t h e  m o n e ta r y  b a s e  w o u ld  in c r e a s e  t h r e e f o ld  a s  a  r e s u l t  o f  t h e  in f la t io n a r y  
im p a c t  th i s  w o u ld  p r o d u c e .  I n  t h e  e n d ,  t h e  r e d u c t io n  o f  t h e  f in a n c ia l  d e f ic i t  o f  t h e  p u b l ic  s e c to r  w a s  a  
n e c e s s a ry  r e q u i r e m e n t  o f  t h e  p r o g r a m m e  to  b e  im p le m e n te d .  In  a d d i t io n ,  so  a s  n o t  to  p o s t p o n e  
p r o g r e s s  t o w a r d s  t h e  s t a b i l i z a t i o n  o f  d o m e s t ic  p r i c e s  in d e f in ite ly  t h e  f in a n c ia l  d e f ic it  w o u ld  h a v e  to  
b e  c o v e r e d  t h r o u g h  a  c o m b in a t io n  o f  m o n e t i z a t i o n ,  t h e  i n c u r r in g  o f  e x te r n a l  a n d  d o m e s t ic  d e b ts  a n d  
lo s s  o f  r e s e r v e s .
T h i s  c o m b in a t io n  o f  i n s t r u m e n t s  ( w h ic h  m a d e  i t  a d v is a b le  to  c h o o s e  a  g r a d u a l  s t a b i l i z a t io n  
p o l ic e ,  in s t e a d  o f  s h o c k  t a c t i c s ) ,  h a d  m a jo r  l im i ta t io n s  o f  i t s  o w n . O n  th e  o n e  h a n d ,  i t  w a s  u n a d v is a b le  
to s u b s ta n t i a l ly  in c r e a s e  t h e  a l r e a d y  h ig h  le v e l  o f  e x t e r n a l  in d e b te d n e s s  o r  to  c o n t in u e  t h e  p r a c t i c e  
fo l lo w e d  in  1 9 8 4  w h ic h  c o n s i s te d  in  f in a n c in g  th e  d e f ic i t  o f  t h e  p u b l ic  s e c to r  t h r o u g h  th e  c o m p u ls o ry  
f lo a t in g  o f  d e b t  s e c u r i t i e s  in  t h e  p r i v a t e  f in a n c ia l  sy s te m . O n  t h e  o t h e r  h a n d ,  t h e  p o s s ib i l i ty  o f  lo s in g  
in t e r n a t io n a l  r e s e r v e s  h a d  o b v io u s  d r a w b a c k s .  E x c e s s iv e  d o m e s t ic  in d e b te d n e s s  c o n s t i t u t e d  a n o th e r  
s a l ie n t  f e a tu r e  o f  t h e  e c o n o m ic - f in a n c ia l  s c e n a r io  a t  t h e  s t a r t  o f  198 5 . W h e n  th e  n e w  g o v e r n m e n t  
c a m e  in to  o f f ic e , t h e  d o m e s t ic  d e b t  o f  t h e  p r i v a t e  s e c to r  a m o u n te d  to  a b o u t  U S $ 3  b i l l io n  — a  f ig u re  
e q u iv a l e n t  to  6 0 %  o f  t h e  g r o s s  d o m e s t i c  p r o d u c t .  S in c e  i t  i s  e s t im a te d  t h a t  2 0 %  o f  th i s  d e b t  is  
g e n e r a t e d  in  t h e  p u b l ic  s e c to r ,  t h e  p r i v a t e  d e b t  w a s  t h e  e q u iv a le n t  o f  t h r e e  q u a r t e r s  o f  t h e  g ro s s  
d o m e s t ic  p r o d u c t .  T h is  s i t u a t io n  h a d  c a u s e d  t h e  s e r v ic in g  o f  t h e  d o m e s t ic  d e b t  to  s h r in k  v is ib ly  s in c e  
t h e  d e b to r s  e x p e c t e d  th e  a u th o r i t i e s  to  p u t  f o r w a r d  a  s o lu t io n  w h ic h  w o u ld  m a k e  it  p o s s ib le  to  
s ta b i l iz e  t h e  f in a n c ia l  f lo w s  o f  f i r m s  a n d  to  b r in g  t h e i r  h o ld in g s  in to  l in e  w i th  th o s e  f lo w s .
T h e  h i g h  le v e l  o f  e x t e r n a l  i n d e b te d n e s s  a lso  c o n s id e ra b ly  r e s t r i c t e d  t h e  p o lic y  o f  e c o n o m ic  
r e v iv a l .  A t  t h e  e n d  o f  1 9 8 4 , t h e  g r o s s  e x t e r n a l  d e b t  v e r g e d  o n  U S $ 4  7 0 0  0 0 0  0 0 0 ,  o f  w h ic h  
U S $ 3  160  0 0 0  0 0 0  w e r e  o w e d  b y  t h e  p u b l ic  s e c to r . A s  t h i s  s e c to r  h a d  a ls o  b o r r o w e d  fo re ig n  c u r re n c y  
f ro m  r e s i d e n t s ,  t h e  to t a l  d e b t  o f  t h e  p u b l ic  s e c to r  in  f o r e ig n  c u r re n c y  a t  th i s  d a te  w a s  U S $ 4 .2  b i l l io n ,  
e q u iv a l e n t  to  8 0 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  a n d  t h r e e  a n d  a  h a l f  t im e s  th e  v a lu e  o f  e x p o r t s  o f  
g o o d s  a n d  s e rv ic e s . T h e  h ig h  f ig u re  a t t a in e d  b y  th e  d e b t  t o g e t h e r  w i th  t h e  h ig h  r e a l  i n t e r e s t  p a y m e n t s  
to  w h ic h  c r e d i t  w a s  s u b je c t  ( in  t e r m s  o f  t h e  p r ic e s  o f  e x p o r t s ) ,  c r e a te d  a n  e x t e r n a l  b o t t l e n e c k  w h ic h  
c o n s id e ra b ly  r e s t r i c t e d  an y  a t t e m p t  a t e c o n o m ic  r e v iv a l .
A l th o u g h  a  c e r t a in  e q u i l ib r iu m  h a d  b e e n  a t t a in e d  in  t h e  b a la n c e  o f  p a y m e n t s  in  1983 a n d  in  
1 9 8 4 , i t  h a d  b e e n  a c h ie v e d  a t t h e  e x p e n s e  o f  a  s h a r p  s h r in k a g e  o f  im p o r t s  a n d  a  m a jo r  r i s e  in  
in d e b te d n e s s .
F in a l ly ,  b e tw e e n  1975  a n d  198 4  w a g e s  h a d  lo s t  a lm o s t  h a l f  t h e i r  p u r c h a s in g  p o w e r  w h i le  t h e r e  
h a d  b e e n  a  m a r k e d  r i s e  in  u n e m p lo y m e n t ,  w h ic h  in  198 4  a t t a in e d  1 4 % . A s  a  r e s u l t  o f  th e s e  c h a n g e s ,  
t h e  s h a r e  o f  in c o m e  r e c e iv e d  b y  w a g e - e a r n e r s  s lu m p e d  w h i le  t h e  s h a r e  o f  i n t e r e s t  p a y m e n t s  o n  
f in a n c ia l  c a p i t a l  in c r e a s e d .  T h u s ,  w h i le  to w a r d s  t h e  m id d le  o f  t h e  p r e v io u s  d e c a d e , w a g e - e a r n e r s  h a d  
b e e n  r e c e iv in g  a p p r o x im a te ly  3 8 %  o f  t h e  in c o m e ,  in  19 8 4  th e y  r e c e iv e d  o n ly  3 0 % . W i t h i n  th i s  
c o n te x t ,  t h e  r e - e s t a b l i s h m e n t  o f  d e m o c ra c y  b r o u g h t  w i th  i t  t h e  o p p o r tu n i ty  to  m a k e  d e m a n d s  b a s e d  
o n  t h e  w o r s e n i n g  o f  t h e  s i t u a t io n  a s  r e g a r d s  in c o m e  d i s t r i b u t io n ,  so  t h a t  w h e n  th e  n e w  g o v e r n m e n t  
to o k  p o w e r ,  t h e r e  w e r e  c le a r  s ig n s  o f  u n r e s t  w h e r e  d i s t r i b u t i o n  w a s  c o n c e rn e d .
c )  The central aims o f  economic policy
W i t h i n  t h e  c o n te x t  oi t h e  r e s t r i c t i o n s  m e n t io n e d  a b o v e , to w a r d s  t h e  m id d le  o f  1985  th e  n e w  
e c o n o m ic  a u t h o r i t i e s  d e f in e d  t h e i r  m a in  o b je c tiv e s . T h u s ,  in  t h e  M e m o r a n d u m  o f  U n d e r s t a n d i n g  
p r e s e n t e d  to  t h e  I n t e r n a t i o n a l  M o n e ta r y  F u n d ,  r e q u e s t in g  s ta n d b y  c r e d i t  a n d  o u t l i n in g  a n  1 8 -m o n th  
p r o g r a m m e  to  b e  c a r r ie d  o u t  b e tw e e n  1 Ju ly  1985  a n d  31 D e c e m b e r  1 986 , i t  w a s  e s ta b l is h e d  t h a t  th e  
m a in  o b je c t iv e  p u r s u e d  b y  t h e  g o v e r n m e n t  w a s  s u s ta in e d  r e a c t iv a t io n  o f  t h e  e c o n o m y  b y  p o l ic ie s  
d e s ig n e d  to  b r i n g  d o w n  in f la t io n ,  r e d u c e  th e  p u b l ic  s e c to r  d e f ic i t  a n d  s t r e n g t h e n  t h e  b a la n c e  o f  
p a y m e n ts .  I n  p r a c t i c e ,  d u r in g  t h e  f i r s t  y e a r  o f  g o v e r n m e n t ,  e c o n o m ic  p o lic y  e n d e a v o u r e d  to  a d v a n c e  
o n  f o u r  b a s ic  f r o n t s  — b r i n g in g  d o w n  in f la t io n ,  r e d i s t r i b u t i n g  in c o m e , i n c r e a s in g  e x p o r t s  a n d  r a i s in g  
p r o d u c t io n .  W i t h i n  th e s e  fo u r  m a jo r  l in e s  o f  a c t io n ,  t h e  m a in  p o i n t s  to  w h ic h  a t t e n t i o n  w a s  a d d r e s s e d  
w e r e  t h e  f o l lo w in g :  r e d u c t io n  o f  t h e  p u b l ic - s e c to r  d e f ic i t ;  a  m o n e ta r y  p r o g r a m m e  d e s ig n e d  w i th  th e  
a im  o f  g r a d u a l ly  b r i n g in g  d o w n  in f la t io n ;  r e f u n d in g  th e  e x t e r n a l  a n d  d o m e s t ic  d e b t ;  in c r e a s in g  re a l  
w a g e s  w i t h o u t  j e o p a r d i z i n g  e m p l o y m e n t ;  m a i n t a i n i n g  a  r e a l  r a t e  o f  e x c h a n g e  in  k e e p in g  w i th  th e  
a im  o f  in c r e a s in g  e x p o r t s  a n d  c o m p a t ib le  b o th  w i th  lo w e r in g  p r e s s u r e  o n  th e  e x c h a n g e  m a r k e t  a n d  
g r a d u a l ly  r e d u c in g  th e  n o m in a l  r a t e  o f  i n t e r e s t  in  lo c a l c u r r e n c y ;  a n  a g g r e s s iv e  e x t e r n a l  t r a d e  p o lic y ;  
f in a n c ia l  s u p p o r t  f o r  s e le c te d  a c t iv i t ie s  a n d  th e  p u r s u i t  o f  so c ia l h a r m o n y  th r o u g h  c o n s e n s u s .
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U R U G U A Y
T ab le  2
U R U G U A Y : T O T A L  S U P P L Y  A N D  D E M A N D
In d e x e s  P e rcen tag e
1980 =  100 b reak d o w n
G ro w th  ra tes
1983 1984 1985' 1980 1985" 1982 1983 1984 1985'
T o ta l su p p ly 80.3 78 .0 78.2 121.3 112.4 -12 .7  -8 .8 -2 .9 0.2
G ro ss d o m es tic  p ro d u c t
a t m a rk e t p rices 85.7 83.9 84.4 100.0 100.0 -6.0 -2.1 0.6
Im p o rts  o f  goo d s and
se rv ices 54.8 50.2 48.9 21.3 12.4 25.1 -8.4 -2.6
T o ta l d e m a n d 80.3 78.0 78.2 121.3 112.4 -8 .8 -2 .9 0.2
D o m e s tic  dem an d 75.3 73.4 73.6 106.1 91.8 11.7 -2.5 -1.1
G ro ss d o m es tic  in v e s tm e n t 47.2 43.2 38.7 17.3 8.0 36.6 -8 .6 -10.3
G ro ss fixed in v e s tm e n t 55.5 43.0 38.0 16.7 7.5 32.8 -22.5 -11.6
C o n s tru c tio n 61.7 49.7 43 .8 11.4 5.9 33.3 -19.5 -11.9
M ach in ery  and e q u ip m e n t 42.1 28.6 25.7 5.3 1.6 31.2 -32.0 -10.4
V a ria tio n  in  stocks 0.6 0.4
T o ta l c o n su m p tio n 80.9 79.4 79.7 88.8 83.9 -7.5 -1.8 0.3
G en era l g o v e rn m e n t 101.9 102.1 101.7 12.5 15.0 -2.9 0.2 -0.4
P riv a te 77.4 75.7 76.0 76.3 68.9 -8.5 -2.2 0.5
E x p o rts  o f  goo d s and
se rv ices 115.1 109.7 114.2 15.2 20.5 7.1 -4.7 6.4
Source: ECLAC, on the basis of data from the Central Bank of Uruguay.
"Preliminary figures. The figures for exports and imports of goods and services were taken from balance-of-payments dataexpressed in
dollars at current prices, which were converted to constant 1980 values by using price indexes calculated for the purpose by ECLAC and 
expressed as indexes.
2 . T r e n d s  in  e c o n o m i c  a c t iv i t y
a) Total supply and demand
A f te r  h a v in g  d e c l in e d  fo r t h r e e  y e a r s  r u n n in g ,  to ta l  su p p ly  ro se  b y  0 .2 %  in  1985 . N e v e r t h e l e s s ,  
i t  b a re ly  a t t a in e d  its  1976 le v e l ( s e e  ta b le  2 ) . T h e  s l ig h t  re c o v e ry  in  to ta l  su p p ly  w a s  e x c lu s iv e ly  d u e  to  
th e  0 .6 %  in c r e a s e  in  th e  g ro s s  d o m e s tic  p r o d u c t ,  s in c e  th e  v o lu m e  o f  im p o r t s  o f  g o o d s  a n d  se rv ic e s  
s h r a n k  b y  2 .5 % .  C o n s e q u e n t ly ,  th e  im p o r t  c o e f f ic ie n t  a g a in  d e c l in e d ,  b a re ly  e x c e e d in g  1 2 % , th e  
lo w e s t  le v e l  r e c o r d e d  s in c e  1972. S in c e , o n  th e  o th e r  h a n d ,  th e  v o lu m e  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  
in c r e a s e d  b y  m o r e  t h a n  6 % , th e  g a p  b e tw e e n  th e  e x p o r t  a n d  im p o r t  c o e f f ic ie n ts  a g a in  w id e n e d  an d  
r e p r e s e n te d  th e  e q u iv a le n t  o f  8%  o f  th e  p ro d u c t .  T h e  fac t t h a t  th is  f ig u re  h a d  b e e n  - 4 .0 %  in  th e  
p e r io d  1 9 7 9 -1 9 8 1 , is  c le a r  e v id e n c e  o f  th e  sc a le  o f  th e  e x te r n a l  a d ju s tm e n t  e f fo r t  c a r r ie d  o u t  b y  th e  
e c o n o m y  o v e r  th e  th r e e  in t e r v e n in g  y e a r s  ( s e e  ta b le  3).
A s  fa r as d o m e s t ic  d e m a n d  is  c o n c e r n e d ,  it d e c l in e d  b y  1%  as a  r e s u l t  o f  a  s ig n if ic a n t  s lu m p  in  
fix ed  c a p i ta l  f o rm a t io n .  F ix e d  c a p i ta l  f o r m a t io n  — w h ic h  h a d  fa l le n  o f f  s ig n if ic a n t ly  in  th e  p r e v io u s  
t h r e e  y e a r s —  d r o p p e d  b y  a lm o s t  1 2 %  in  1985 o w in g  to  a  f u r th e r  a n d  p r o n o u n c e d  s h r in k a g e  in  
c o n s t r u c t io n  a n d  a  d e c l in e ,  fo r  th e  f if th  y ea r , r u n n in g ,  in  in v e s tm e n t  in  m a c h in e r y  a n d  e q u ip m e n t .  
T h u s ,  f ix ed  c a p i ta l  f o r m a t io n  w a s  6 0 %  lo w e r  in  1985 t h a n  in  1 9 8 1 , a n d  th e  in v e s tm e n t  c o e f f ic ie n t  fell 
to  8 % , th e  lo w e s t  p e r c e n ta g e  e v e r  r e c o rd e d . T h is  d r o p ,  fo r  i ts  p a r t ,  in d ic a te d  th a t  th e  e c o n o m y  h ad  
fa ile d  to  r e p la c e  th e  c a p i ta l  e x h a u s te d  in  1 9 8 5 , a s  it  is  e s t im a te d  th a t  a n n u a l  d e p r e c ia t io n  r e p r e s e n t s  
a p p r o x im a te ly  1 0 %  o f  th e  g r o s s  d o m e s t ic  p ro d u c t .
T h e  m a in  fe a tu re s  o f  th e  fu n d in g  o f  th e  g ro s s  d o m e s tic  i n v e s tm e n t  w e re  th e  s a m e  a s  in  th e  
p r e v io u s  y e a r ,  in  t h a t  7 8 %  w a s  f in a n c e d b y  d o m e s tic  s a v in g s  a n d  2 2 %  b y  e x te r n a l  s a v in g s . I n  1985 a n  
e n o r m o u s  t r a n s f e r  o f  r e s o u rc e s  a b ro a d  w a s  a g a in  re c o rd e d  in  th e  fo rm  o f  p a y m e n t  o f  in te r e s t s  an d  
p r o f i t s  to  fo re ig n  c a p i ta l .  I t  w a s  e q u iv a le n t  to  6 4 %  o f  th e  y e a r 's  g ro s s  i n v e s tm e n t  a n d , a s  a  r e s u l t  o f  
th e  d e t e r i o r a t i o n  in  th e  t e r m s  o f  t r a d e  to  46% o f  i n v e s tm e n t .  I t  w a s  t h e r e f o r e  n e c e s sa ry  fo r  g ro s s
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domestic savings to be 88% higher than the investment made, which is a clear indication of the 
significant adjustment effort made by the economy in order to cope with the external bottleneck 
resulting from its deep indebtedness and from the fall in the international prices of its main export 
products (see table 4).
As far as private consumption is concerned, it rose slightly on account of the rise in the real 
wage. Nevertheless, as a result of the continual declines it had undergone in the preceding three years, 
it was still 25% lower than in the period 1980-1981. As a result of the fiscal adjustment, public 
consumption dropped by 0.4%, which was in particular mirrored in the fall in purchases of 
non-personal goods and services.
Table 3
URUGUAY: COEFFICIENT OF OPENNESS OF THE ECONOMY
(As a percentage of GDP)
Y ear E x p o rts Im p o rts (X + M ) (X -M )
1 9 7 5 1 2 .6 13.5 26.1 -0.9
1 9 7 6 1 4 .5 13.1 27.6 1.4
1 9 7 7 1 5 .3 16.4 31.7 -1.1
1 9 7 8 1 5 .1 16.0 31.1 -0.9
1 9 7 9 1 5 .4 18.4 33.8 -3.0
1 9 8 0 1 5 .2 21.3 36.5 -6.1
1 9 8 1 1 6 .4 20.6 37.0 -4.2
1 9 8 2 1 7 .9 17.1 35.0 0.8
1 9 8 3 2 0 .4 13.6 34.0 6.8
1 9 8 4 1 9 .8 12.7 32.5 7.1
1 9 8 5 2 0 .5 12.4 32.9 8.1
Source: ECLAC, based or figures provided by the Central Bank of Uruguay.
T ab le  4
U R U G U A Y : F I N A N C I N G  O F  G R O S S  D O M E S T IC  IN V E S T M E N T
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985"
P e rc e n ta g e  o f  g ro ss  d o m e s tic  in v e s tm e n t
G ro ss  d o m e s tic  in v e s tm e n t 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
G ro ss  n a tio n a l sav ings 83.9 73.2 76.1 69.0 59.9 66.0 57.8 76.1 80.8 78.2
G ro ss d o m es tic  sav ings 
N e t  e x te rn a l factor
88.8 87.7 85.5 72.0 67.7 69.6 72.2 132.8 167.9 187.7
p ay m en ts -13.1 -9.6 -9.4 -4.6 -6.0 -4.9 -16.1 -40.3 -56.9 -63.9
T e rm s-o f- tra d e  effect 8.2 -4.9 - 1.6 -1.8 1.3 1.7 -16.4 -30.2 -45.6
E x te rn a l sav ings 16.1 26.8 23.9 31.0 40.1 34.0 42.2 23.9 19.2 21.8
P e rc e n ta g e o f  g ro ss d o m e s tic  p ro d u c t
G ro ss d o m e s tic  in v e s tm e n t 12.7 14.8 16.0 18.7 18.5 16.6 15.0 10.1 9.5 8.4
G ro ss  n a tio n a l sav in g s 10.6 10.8 12.2 12.9 11.1 11.0 8.7 7.7 7.7 6.6
G ro ss d o m es tic  sav ings 
N e t  e x te rn a l factor
11.3 12.9 13.7 13.5 12.6 11.6 10.8 13.4 16.0 15.8
p ay m en ts -1.7 -1.4 -1.5 -0.9 -1.1 -0.8 -2.4 -4.1 -5.4 -5.4
T e rm s-o f- tra d e  effect 1.0 -0.7 - 0.3 -0.4 0.2 0.3 -1.6 -2.9 -3.8
E x te rn a l sav ings 2.1 4.0 5.8 5.8 7.4 5.6 6.3 2.4 1.8 1.8




T a b le  5
U R U G U A Y : E V O L U T IO N  O F  E C O N O M IC  A C T I V I T Y
(Index 1978  =  100)
V alu es (seaso n a l effects d isco u n ted ) 
1984 1985
I II III IV I II III IV
G ro ss  d o m e s tic  p ro d u c t 95.3 95.4 95.4 95.1 95.3 93.2 95.9 98.6
M a n u fa c tu r in g 81.8 83.1 80.7 87.2 79.7 78.9 83.9 85.0
Source: ECLAC, on the basis of figures provided by the Central Bank of Uruguay.
T a b le  6
U R U G U A Y : G R O S S  D O M E S T IC  P R O D U C T  B Y  K I N D  O F  
E C O N O M IC  A C T I V I T Y , A T  F A C T O R  C O S T
In d ex es  
1980 =  100
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1983 1984 1985* 1980 1985o 1982 1983 1984 19856
G ro s s  d o m e s tic  p ro d u c t 85.9 84.1 84.6 100.0 100.0 -10.0 -6 .0 -2.1 0 .6
G o o d s 78.7 77.1 76 .9 45 .7 41.5 -13.0 -8 .3 -2.1 -0 .3
A g r ic u ltu re ' 100.0 93.3 98.1 10.6 12.3 -7.3 2.2 -6.7 5.1
M in in g 61.7 1.4 } 26  4 -20.9
-20.6  1 2.8 -1.6
M a n u fac tu rin g 73.8 75.9 74.7 28.7 -16.9 -7 .0  >
C o n s tru c tio n 66.5 53.9 48.5 5.0 2.9 -3.0 -33.5 -19.0 -10.0
B a sic  se rv ices 89.1 88 .8 88.7 7.2 7.6 -8.5 -3.1 -0.4 -0.1
E lectric ity , gas and w a te r 108.9 108.7 111.6 1.4 1.9 1.2 2.1 -0.2 2.7
T ra n s p o r t ,  s to rag e  and
co m m u n ica tio n s 84.2 83.8 82.9 5.8 5.7 -11.0 -4.7 -0.5 -1.1
O th e r  se rv ices 92.2 90.1 91.5 47.1 50.9 -7.5 -4.4 -2 .3 1.5
C o m m erce , r e s ta u ra n ts
and h o te ls 72.8 69.5 70.2 20.2 16.8 -20.1 -10.8 -4.5 1.0
F in an c ia l in s t i tu t io n s ,
in su ra n c e , real e s ta te
and  b u sin e ss  serv ices 110.5 107.9 110.1 11.7 15.2 4.0 -0.6 -2.4 2.1
O w n e rsh ip  o f  d w ellin g s 99.7 100.4 102.1 6.9 8.3 1.4 -2.9 0.7 1.7
C o m m u n ity , social and
p e rso n a l serv ices 104.4 104.2 105.7 15.2 19.0 - -0 .9 -0.1 1.4
G o v e rn m e n t se rv ices 104.2 104.5 9.2 0.3 -2.9 0.3
Source: ECLAC, on the basis of official data.
"At 1980 market prices. * Preliminary figures. c Includes livestock, forestry and fishing.
b )  Evolution o f  the main sectors
D u r i n g  t h e  y e a r  e c o n o m ic  a c tiv ity  fe ll  in to  tw o  c le a r ly  d i s t in c t  p e r io d s .  W h i le  d u r in g  th e  f ir s t  
h a l f  o f  t h e  y e a r  t h e  g r o s s  d o m e s t ic  p r o d u c t  fe ll b y  1%  in  c o m p a r i s o n  w i th  i ts  a v e r a g e  le v e l  o f  th e  
p r e v io u s  y e a r ,  d u r in g  th e  s e c o n d  s ix  m o n th s  i t  u n d e r w e n t  a  m a r k e d  re c o v e ry . D u r i n g  th i s  p e r io d ,  t h e  
le v e l  o f  o v e r a l l  e c o n o m ic  a c tiv ity  w a s  a lm o s t  3 %  h i g h e r  t h a n  d u r in g  th e  p r e v io u s  s ix  m o n t h s ,  w h i le  
d u r in g  th e  f in a l  q u a r t e r  t h e  p r o d u c t  w a s  5 .3 %  h ig h e r  t h a n  d u r in g  th e  s e c o n d  q u a r t e r ,  w h e n  th e  
p r o d u c t  h a d  fa l le n  to  i t s  lo w e s t  le v e l  in  t h e  la s t  f iv e  y e a r s .  M a n u f a c tu r in g  a lso  e x p e r ie n c e d  c o n s id e r a ­
b le  g r o w th  ( 6 %  d u r in g  t h e  s e c o n d  h a l f  o f  th e  y e a r )  a f te r  h a v in g  fa l le n  d u r in g  th e  f i r s t  s ix  m o n th s  ( s e e  
ta b le  5 ). T h u s ,  w h i le  t h e  a n n u a l  g r o w th  o f  t h e  p r o d u c t  w a s  e x t r e m e ly  lo w  ( 0 .6 % ) ,  a f te r  t h e  m id d le  o f  
t h e  y e a r  t h e  r e c e s s iv e  t r e n d  w h ic h  e c o n o m ic  a c tiv ity  h a d  s h o w n  s in c e  1982  w a s  re v e r s e d .
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T a b le  7
U R U G U A Y : I N D IC A T O R S  O F  A G R IC U L T U R A L  P R O D U C T I O N
1977 1978 1979 1980 1981 1982 1983 1984 1985°
In d e x  o f  a g r ic u ltu ra l  
p r o d u c t io n  (1 9 7 8  =  100) 100.0 99.7 117.0 117.6 110.3 109.0 105.6 111.2
C ro p -fa rm in g 117.8 100.0 97.4 122.5 118.2 114.7 103.9 109.4 104.0
S to ck -ra is in g  
P ro d u c tio n  o f  th e  m ain
be
103.6 100.0 101.2 113.8 117.3' 107.7 111.9 103.5 115.0
c W hSeat 504.9 173.2 174.3 4 2 9 5 306.6 387.8 363.0 419 .0 349.0
R ice 228 .3 225 .6 248.0 287 .6 330.3 418 .9 323.0 340.0
L in seed 46.4 39.8 31.2 65.1 21.4 11.0 5.0 7.0 8.0
Sunflow er 34.4 71.6 51.4 47.6 45.0 46.2 19.0 26.0 31.0
M a ize 121.0 171.7 70.9 119.3 180.8 97.3 104.0 112.0 108.0
S ugar beet
In d ic a to rs  o f  livestock  
p ro d u c tio n
596.9 375.9 356.7 504.0 345.7 366.8 394.0 271.0 177.0
B eef ca ttle  p roduction1* 681.7 657.2 698.3 720.6 728.9 790.1 628.9 654 .8 669.0
W o o l p ro d u c t io n 58.3 62.5 67.3 71.1 74.5 82.6 81.7 71.0 90.0
M ilk  p ro d u c tio n ' 
S la u g h te rin g
708 .0 730.0 760.0 795.0 805.0 818.0 840.0 836.0 894.0
B e ef ca ttle 664.3 6 0 9 5 506.9 648.3 756 .4 790.1 861.4 602.2 655.0
P ig s 31.0 31.0 31.0 27.7 28.3 26.6 25.8
Sheep
O th e r  p ro d u c ts
100.0 99.0 75.0 74.4 125.7 131.1 102.6 100.7
P o u ltry c 16.1 15.8 20.1 24.2 28.8 26.8 20.4 21.5 21.9
E g g s ' 315.0 332.9 327.2 381.8 389.8 370.8 463.2 419.7 481.0
G ro w th  ra te s
In d e x  o f  a g r ic u ltu ra l 
p r o d u c t io n  (1978  =  100) -0.3 17.3 0.5 -6 .2
C ro p -fa rm in g -6.0 -15.1 -2.6 25.8 -3.5 -3.0 -9.4 5.3 -4.9
S to ck -ra is in g  
F ish e rie s  and m a ritim e
6.5 -3.5 1.2 12.5 3.1 -8.2 3.9 -7.5 11.5
h u n tin g
P ro d u c tio n  o f  th e  m a in  c ro p s c
38.7 49 .9 44.4 13.7 18.0 -14.7 -16.8 20.4 19.0
W h e a t 10.8 -65.7 0.6 146.4 -28.6 26.5 -6.4 15.4 -16.0
R ice 5.5 -1.2 9.9 16.0 14.8 26 .8 -22.9 5.3
L in seed -24.8 -14.2 -21.6 108.7 -67.1 -48.6 -54.5 40.0 14.0
S unflow er -55.4 108.1 -28.2 -7.4 -5.5 2.7 -58.7 36.8 19.1
M a ize 42.5 41.9 -58.7 68.3 51.6 -46.2 7.2 7.7 -3.1
S ugar beet
In d ic a to rs  o f  livestock
-28.4 -37.0 -5.1 41.3 -31.4 6.1 7.4 -31.2 -34.1
p ro d u c tio n  
B e e f cattlerf 13.3 -3.6 6.3 3.2 1.2 8.4 -20.4 4.1 2.1
W o o f -6.3 7.2 7.7 5.6 4.8 10.8 -1.1 -13.1 26.7
M ilk '
S la u g h te r in g
-4.6 3.1 4.1 4.6 1.3 1.6 2.7 -0.5 6.9
B e ef ca ttle -15 .2 -8.2 -16.8 27.9 16.7 4.5 9.0 -30.1 8.8
P ig s -4.6 - - -10.6 2.2 -6.0 -3.0
Sheep
O th e r  p ro d u c ts
5.3 -1.0 -24.2 -0.8 69.0 4.3 -21.7 -1.9
P o u ltry A 20.1 -1.9 27.2 20.4 19.0 -6.9 -23-9 5.4 1.9
E g g s7 1.6 5.7 -1.7 16.7 2.1 -3.0 -4.9 24.9 14.9
Source: ECLAC, on the basis of data provided by the Central Bank of Uruguay.
"Preliminary figures. Agricultural year. 'Thousands of tons. Thousands of tons on the hoof.
'Millions of litres. Millions of units.
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i)  Agriculture. T h e  a g r ic u l tu r a l  p r o d u c t  r o s e  b y  5 %  in  1985 t h a n k s  to  a  s h a r p  in c r e a s e  in  
l iv e s to c k  p r o d u c t io n  ( 1 1 .5 % ) ,  w h ic h  m o r e  t h a n  o f fs e t  t h e  5 %  d e c l in e  in  c r o p  p r o d u c t io n  ( se e  
t a b le  6 ) .
T h e  in c r e a s e  in  w o o l  p r o d u c t io n  w a s  t h e  m a in  f a c to r  in  t h e  s a t is fa c to ry  e v o lu t io n  o f  s to c k  
r a i s in g .  A  m i ld  w in t e r  f a v o u re d  th e  d e v e lo p m e n t  o f  s h e e p ,  in  c o n t r a s t  w i t h  t h e  h ig h  r a te  o f  m o r ta l i ty  
e x p e r ie n c e d  th e  p r e v io u s  y e a r ;  i t  a ls o  s t im u la t e d  th e  g r o w th  o f  t h e i r  w o o l  w i th  t h e  r e s u l t  t h a t  a  h ig h  
y ie ld  p e r  a n im a l  w a s  o b ta in e d .  T h u s ,  t h e  1 9 8 5 /1 9 8 6  y ie ld  w a s  2 8 %  h ig h e r  t h a n  t h a t  o f  th e  p r e v io u s  
y e a r . M i lk  p r o d u c t io n ,  w h ic h  g r e w  b y  a lm o s t  7 % ,  a ls o  b e n e f i te d  f ro m  th e  m i ld  w in t e r ,  r e a c h in g  a n  
u n p r e c e d e n te d  le v e l  in  198 5 . S in c e  b o th  t h e  d o m e s t ic  a n d  th e  e x t e r n a l  d e m a n d  fo r  m i lk  a re  k e e n ,  th is  
h a s  b e c o m e  o n e  o f  t h e  c o u n t r y 's  m o s t  d y n a m ic  a c t iv i t ie s .  T h e  p r o d u c t io n  o f  b e e f  c a t t l e  a lso  e v o lv e d  
fa v o u ra b ly  ( 6 % ) ,  t h e  g r o w th  p h a s e  o f  t h e  p r o d u c t iv e  cy c le  h a v in g  b e e n  r e a c h e d ,  a l t h o u g h  g r o w th  
r e m a in e d  c o n s id e ra b ly  lo w e r  t h a n  t h a t  r e c o r d e d  a t  t h e  b e g in n in g  o f  th e  d e c a d e . F in a l ly , w h i le  t h e  
p r o d u c t io n  o f  p o u l t r y  m e a t  fe ll s l ig h t ly  in  1 9 8 5 , t h a t  o f  e g g s  r o s e  b y  1 5 % , th e  la r g e s t  in c r e a s e  e v e r  
r e c o r d e d  ( s e e  t a b le  7 ).
O n  th e  o t h e r  h a n d ,  t h e  p r o d u c t  d u e  to  c ro p  r a i s in g  fe ll b y  5 %  a s  a  r e s u l t  o f  d e c l in e s  in  t h e  
h a r v e s t s  o f  a lm o s t  a ll t h e  m a in  c ro p s .  R ic e  p r o d u c t io n ,  h o w e v e r ,  r e c o r d e d  a  2 5 %  in c r e a s e ,  w h ic h  
b r o u g h t  i t  b a c k  to  i ts  m a x im u m  le v e l  a t t a in e d  in  198 2 . T h e  s h a r p  d r o p  in  t h e  i n t e r n a t io n a l  g r a in  
p r ic e s  w h ic h  o c c u r r e d  d u r in g  t h e  s e c o n d  h a l f  o f  t h e  y e a r  le d  to  a  d e c l in e  in  d o m e s t ic  p r ic e s .  A s  t h e  
p r i c e  o f  i n p u t s  r o s e ,  th e  v a lu e  a d d e d  in  c u r r e n t  f ig u re s  fe ll m o r e  t h a n  i s  in d ic a te d  in  e s t im a te s  at 
c o n s ta n t  p r ic e s .
F in a l ly ,  f i s h in g  s h o w e d  l i t t le  g r o w th  ( 1 .5 % ) ,  a n d  i t  p r o v e d  im p o s s ib le  to  a t t a in  t h e  m a x im u m  
le v e l  o f  c a tc h  r e c o r d e d  in  1 9 8 3 . O n e  o f  th e  m a jo r  c a u s e s  o f  t h e  p o o r  p e r f o r m a n c e  in  th i s  s e c to r  w a s  t h e  
la b o u r  c o n f l ic t  w h ic h  b r o u g h t  o f f s h o re  f i s h in g  to  a  h a l t  f o r  a lm o s t  a  m o n th .
ii)  Manufacturing. I n  1985  th e  m a n u f a c tu r in g  o u tp u t  d e c l in e d  b y  1.6% . N e v e r t h e l e s s ,  th i s  
d e c l in e  w a s  r e s t r i c t e d  to  t h e  f i r s t  h a l f  o f  t h e  y e a r ,  w h i le  d u r in g  t h e  s e c o n d  h a l f  m a n u f a c tu r in g  
p r o d u c t io n  r o s e  6.6%  a b o v e  t h e  a v e r a g e  fo r  t h e  p r e v io u s  p e r io d  ( s e e  t a b le  5 ). T h is  r e c o v e ry  w a s  a ls o  
a p p a r e n t  in  t h e  e m p lo y m e n t  in d ic a to r s .  T h u s ,  b o th  t h e  n u m b e r  o f  h o u r s  w o r k e d  p e r  w o r k e r  a n d  t h a t  
o f  p e r s o n s  e m p lo y e d  r o s e  s l ig h t ly  d u r in g  th e  y e a r .  W h i le  t h e  f o rm e r  ro s e  b y  a lm o s t  1 %  w i th  r e g a r d  to  
t h e  a v e r a g e  f o r  t h e  p r e v io u s  y e a r ,  t h e  n u m b e r  o f  p e r s o n s  e m p lo y e d  r o s e  b y  1.7% .
T h e  d e c l in e  in  i n d u s t r i a l  a c t iv i ty  o v e r  t h e  y e a r  a s  a  w h o le  r e f le c te d  th e  s la c k n e s s  o f  b o th  
d o m e s t ic  a n d  e x t e r n a l  d e m a n d ,  a s  w e l l  a s  t h e  e x p e c t a n t  a p p r o a c h  a d o p te d  b y  e n t r e p r e n e u r s  to w a r d s  
t h e  s e a rc h  fo r  s o lu t io n s  to  t h e  p r o b le m  o f  e x c e s s iv e  d o m e s t ic  i n d e b te d n e s s .  T h is  b r o u g h t  a b o u t  t h e  
a lre a d y  m e n t i o n e d  s h r in k a g e  in  i n v e s tm e n t  a s  w e l l  a s  a  s lo w  r e s p o n s e  b y  p r o d u c t io n  to  t h e  in c r e a s e  in  
d o m e s t ic  d e m a n d  w h ic h  o c c u r r e d  d u r in g  t h e  s e c o n d  h a l f  o f  t h e  y e a r  a s  t h e  c o n s e q u e n c e  o f  t h e  in c r e a s e  
in  t h e  p u r c h a s in g  p o w e r  o f  u r b a n  w a g e - e a r n e r s .  T h e  s h r in k a g e  o f  g ro s s  c a p i ta l  f o r m a t io n  w a s  a ls o  
la rg e ly  a t t r ib u t a b l e  to  t h e  u n s a t is f a c to ry  e v o lu t io n  o f  t h e  c o n s t r u c t io n  s e c to r ,  w h ic h  is  a  m a jo r  s o u rc e  
o f  d e m a n d  fo r  i n d u s t r i a l  g o o d s  a n d  h a s  a  c o n s id e ra b le  im p a c t  u p o n  e c o n o m ic  a c tiv ity  a s  a  w h o le .
P r o d u c t io n  o f  fo o d , b e v e r a g e s  a n d  to b a c c o  g r e w  b y  a lm o s t  5 %  d u r in g  th e  y e a r ,  u n d e r  th e  
im p e tu s  o f  t h e  in c r e a s e  in  d o m e s t ic  d e m a n d  (w h ic h  w a s  s t im u la te d  b o th  b y  th e  r i s e  in  r e a l  w a g e s  a n d  
b y  th e  r e la t iv e ly  lo w e r  p r ic e  o f  b e e f )  a n d  in  t h e  n u m b e r  o f  b e e f  a n d  d a iry  c a t t l e  ( s e e  t a b le  8 ). T h e  
m a n u f a c tu r e  o f  i n d u s t r i a l  c h e m ic a ls ,  f e r t i l i z e r s ,  p e s t ic id e s  a n d  p a i n t s  a ls o  in c r e a s e d  t h a n k s  to  th e  
h i g h e r  d o m e s t ic  d e m a n d  o n  th e  p a r t  o f  f a m ilie s  a n d  th e  a u to m o b i le  in d u s try  a n d  to  t h e  in c r e a s e  in  
e x p o r t s  to  n e ig h b o u r in g  c o u n t r ie s .  P r o d u c t io n  o f  g la s s  a n d  g la s s  p r o d u c t s  r o s e  s h a rp ly ,  a l th o u g h  its  
le v e l  r e m a in e d  c o n s id e ra b ly  b e lo w  th e  i n s ta l l e d  p r o d u c t io n  c a p a c ity . A s  fa r  a s  m e ta l  p r o d u c t s ,  
m a c h in e r y  a n d  e q u i p m e n t  a re  c o n c e r n e d ,  t h e i r  m a n u f a c tu r e  r o s e  b y  a lm o s t  4 % ,  m a in ly  a s  a  r e s u l t  o f  
t h e  r i s e  in  d o m e s t ic  d e m a n d .
I n  c o n t r a s t ,  t h e  m a n u f a c tu r e  o f  t e x t i l e s  a n d  f o o tw e a r ,  p a p e r ,  n o n - m e ta l l i c  m i n e r a l s  a n d  b a s ic  
m e ta l s  fe ll o f f  in  198 5 . T h e  d e c l in e  in  t e x t i l e  a n d  f o o tw e a r  p r o d u c t io n  ( - 7 % ) ,  d e s p i te  t h e  im p r o v e d  
s u p p ly  o f  r a w  m a te r i a l  f o r  t h e  in d u s try  r e s u l t i n g  f ro m  th e  m a r k e d  in c r e a s e  in  w o o l  p r o d u c t io n ,  w a s  
d u e  to  t h e  fa ll  in  e x p o r t s  a n d  th e  s lu g g is h n e s s  o f  d o m e s t ic  d e m a n d .  A c c o r d in g  to  e n t r e p r e n e u r s ,  t h e  
d e c l in e  in  t e x t i l e  a n d  f o o tw e a r  m a n u f a c tu r e  w a s  a ls o  a t t r ib u t a b l e  to  la b o u r  c o n f l ic ts  a n d  p r o b l e m s  o f  
e le c tr ic i ty  su p p ly . A s  f o r  t h e  8 %  s h r in k a g e  in  t h e  m a n u f a c tu r e  o f  n o n - m e ta l l i c  m in e r a l s ,  i t  w a s  c a u s e d  
b y  th e  d r o p  in  c o n s t r u c t io n  a n d  t h e  d ifficu lty  e x p e r ie n c e d  in  s e l l in g  th e s e  m in e r a l s  in  n e ig h b o u r in g  
c o u n t r i e s ,  in  p a r t i c u l a r  B ra z i l .  T h e  b a s ic  m e ta l  i n d u s t r i e s  a ls o  r e d u c e d  t h e i r  p r o d u c t io n  b y  6 .5  % d u e  to  
fa lls  in  d o m e s t ic  a n d  e x t e r n a l  d e m a n d .
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F in a l ly ,  a n a ly s is  o f  m a n u f a c tu r in g  p r o d u c t io n  is  o n  t h e  b a s is  o f  i ts  s a le s ,  s h o w s  t h a t  t h e  a c tiv ity  
o f  t h a t  g r o u p  o f  b r a n c h e s  w h ic h  m a n u f a c tu r e  a ll t h e i r  p r o d u c t s  f o r  t h e  d o m e s t ic  m a r k e t  d e c l in e d  b y  
0 .5 % ,  w h i le  t h a t  o f  t h e  r e m a i n i n g  b r a n c h e s ,  w h ic h  s e ll  o n  b o th  d o m e s t ic  a n d  e x t e r n a l  m a r k e t s ,  
s h r a n k  b y  3 .8 % . W i t h i n  t h i s  l a t t e r  g r o u p ,  h o w e v e r ,  t h o s e  w h ic h  a re  m o r e  e x p o r t - o r i e n t e d  ( e x p o r t i n g  
m o r e  t h a n  7 5 %  o f  t h e i r  s a le s )  g r e w  b y  2 6 % .
iii)  Construction. In  1985 t h e  c o n s t r u c t io n  p r o d u c t  fe ll  b y  1 0 % . A s  a  r e s u l t  o f  th i s  d r o p  a n d  o f  
t h e  e v e n  g r e a t e r  s h r in k a g e s  e x p e r i e n c e d  d u r in g  t h e  p r e c e d in g  tw o  y e a r s ,  a c t iv i ty  in  th i s  s e c to r  w a s  
le s s  t h a n  h a l f  t h a t  r e c o r d e d  in  t h e  p e r io d  1 9 8 0 -1 9 8 1 . T h e  m a in  r e a s o n s  f o r  t h i s  f u r t h e r  d r o p  w e r e  t h e  
s h r in k a g e  in  p u b l ic  i n v e s tm e n t  ( a s  a  r e s u l t  o f  t h e  f isc a l a d ju s tm e n t ) ,  t h e  s h o r t a g e  o f  d o m e s t ic  
f in a n c in g ,  t h e  h ig h  le v e l  o f  r e a l  i n t e r e s t  r a t e s  a n d  t h e  l a r g e  n u m b e r  o f  d w e l l in g s  a v a i la b le  o n  th e  
h o u s in g  m a r k e t  w h ic h  h a d  r e m a i n e d  u n s o ld  s in c e  t h e  e n d  o f  t h e  h o u s in g  b o o m  in  1 9 7 8 -1 9 8 1 . 
N e v e r t h e l e s s ,  t o w a r d s  t h e  e n d  o f  t h e  y e a r ,  s o m e  d y n a m is m  w a s  o b s e r v a b le  in  p r i v a t e  c o n s t r u c t io n  a s  
r e f le c te d  in  t h e  e r e c t io n  o f  n e w  b u i ld in g s  o r  in  t h e  c o m p le t io n  o f  b u i ld in g s  o n  w h ic h  w o r k  h a d  b e e n  
h a l t e d  s in c e  1 9 8 2 . A l th o u g h  t h e r e  w a s  a  h ig h ly  s e a s o n a l  f a c to r  in  th i s  r e v iv a l ,  i t  m a y  a ls o  h a v e  b e e n  
l in k e d  to  t h e  d r o p  in  t h e  i n t e r n a t io n a l  i n t e r e s t  r a t e  a n d  to  t h e  in f lo w  o f  c a p i ta l  f ro m  a b r o a d  r e c o r d e d  
d u r i n g  t h e  s e c o n d  h a l f  o f  t h e  y e a r .
Table 8
URUGUAY: INDICATORS OF MANUFACTURING PRODUCTION
(Index 1982  =  100)
1984 1985
In d e x  o f  m a n u fa c tu r in g
I II III IV I II III IV
p r o d u c t io n 90 .3 98.5 94 .8 99 .6 88 .0 93.5 98 .6 97 .0
F o o d 83.7 91.6 79.2 73.1 85.9 91.4 80.8 97.7
O th e r  food  in d u s tr ie s 80.1 93 .8 95.3 87.6 79.2 83.8 92.5 90.0
B e v e ra g e s 84.3 64.1 64.6 95.3 86.4 63-8 69.9 99.4
T o b acco 101.4 75.1 78.3 87.3 83.5 78.9 80.6 83.6
T e x tile s 130.3 146.2 138.0 126.6 92.5 157.7 144.4 136.6
C lo th in g 96.4 126.1 157.7 127.2 90.4 126.7 142.1 109.2
L e a th e r 108.6 106.6 104.1 83.3 80.5 91.6 85.3 83.3
F o o tw e a r 91.2 139.1 133.6 124.3 55.5 92.9 95.2 114.4
P a p e r 105.2 119.9 148.0 140.2 119.0 77.7 144.8 128.6
P r in t in g  an d  p u b lish in g 93.5 92.3 95.8 112.8 105.9 96.7 104.4 91.3
In d u s tr ia l  ch em ica ls 67.7 81.4 99.6 96.8 75.5 115.6 106.0 112.4
O th e r  ch em ica ls 80.4 96.0 109.2 100.2 93.8 82.2 96.3 96.4
P e tro le u m  re fin in g 94.4 89.1 54.4 95.3 94.4 65.4 90.9 62.1
R u b b e r 92.3 147.3 147.4 131.9 98.2 139.5 130.8 128.3
P la s tic s 84.8 99.0 104.2 98.1 72.2 121.5 111.7 119.0
P o tte ry  an d  e a r th e n w a re 153.9 178.2 177.2 174.1 89.4 110.1 130.6 122.0
G lass
O th e r  n o n -m e ta llic
57.8 47 .9 64.3 104.4 76.9 86.5 144.1 124.8
m in e ra l  p ro d u c ts 63.2 56.9 61.9 63.9 49 .6 56.8 43 .6 49.1
B a sic  fe rro u s  m e ta ls  
B a sic  n o n -fe rro u s
104.3 94.4 112.2 103.0 96.6 104.1 79.1 99.9
m e ta ls 103.5 132.3 145.6 148.5 124.5 131.3 133.7 125.8
M e ta l p ro d u c ts  
E le c trica l m a c h in e ry ,
69 .9 95.4 98.3 91.3 87.9 94.0 89.9 93.7
e q u ip m e n t an d  su p p lie s 61.1 89.8 97.9 94.6 66.0 89.9 85.8 100.1
T ra n s p o r t  e q u ip m e n t 
P ro fe ss io n a l, sc ien tific
62.5 84.3 94.7 106.4 92.8 78.5 100.4 104.3
a n d  o th e r  e q u ip m e n t 
O th e r  m a n u fa c tu rin g
89.7 149.7 140.4 138.3 68.3 67.8 83.6 82.1
in d u s tr ie s 112.5 106.5 118.1 150.8 122.6 98.4 99.4 109.0




URUGUAY: EVOLUTION OF UNEMPLOYMENT
R a te  o f  u n e m p lo y m e n t
M o b ile
q u a r te r
c en tred
on
R e la tio n s h ip  w ith  head 
o f  h o u seh o ld
K in d  o f  activ ity R a te
o f  e m ­
p lo y m e n tT ota l H e a d  o f  
h o u se h o ld
O th e r
h o u se h o ld
m e m b e r
M a n u ­
fac tu rin g
in d u stry
C o n ­
s tru c tio n T ra d e
1984
Ja n u a ry 14.9 3.0 11.9 14.2 12.0 12.6 49 .6
F eb ru ary 14.6 3.3 11.3 13.8 17.6 12.8 48 .9
M a rch 14.0 3.3 10.7 13.8 16.4 11.7 49.0
A p ril 14.2 3.3 10.9 14.1 14.8 13.3 49 .2
M ay 14.1 2.8 11.3 14.3 16.7 11.4 49 .6
Ju n e 14.3 2.7 11.6 13.4 23 .9 11.3 49 .4
Ju ly 14.7 2.7 12.0 13.8 25.7 9.6 49 .4
A u g u s t 14.7 3.1 1.1.6 13.1 25 .6 11.2 49 .9
S ep tem b er 14.0 2.7 11.3 13.7 16.4 10.4 50.7
O cto b er 13.4 2.6 10.8 12.5 16.4 11.6 50.4
N o v e m b e r 12.7 2.1 10.6 12.0 10.1 9.9 51.0
D e c e m b e r 13.2 2.1 11.1 12.7 14.1 9.5 50.5
1985
Ja n u a ry 13.3 2.4 10.9 14.1 12.1 9.0 50.5
F eb ru ary 13.7 2.8 10.8 13.5 15.4 10.2 49.7
M a rch 13.4 2.9 10.5 12.8 14.4 10.8 50.4
A p ril 13.2 2.7 10.5 11.0 16.5 11.5 50.6
M ay 13.2 2.6 10.6 12.3 16.4 13.4 51.4
Ju n e 13.7 2.8 10.9 12.8 18.3 13.4 51.0
Ju ly 13.3 2.6 10.8 12.9 18.7 13.1 51.0
A u g u s t 13.6 2.8 10.8 12.6 21.7 11.5 50.7
S e p te m b e r 13.0 2.6 10.4 11.4 24.3 10.4 50.7
O cto b er 12.7 2.5 10.2 11.0 18.4 9.2 51.1
N o v e m b e r 12.0 2.6 9.4 10.9 16.6 9.1 51.5
D ec e m b e r 10.8 2.2 8.6 9.1 14.1 9.7 51.5
Source: Department of Statistics and Censuses, Uruguay.
c )  Employment
T h e  r e v iv a l  w h ic h  to o k  p la c e  in  d o m e s t ic  a c tiv i ty  a s  f ro m  t h e  m id d le  o f  t h e  y e a r  h a d  a  
f a v o u ra b le  im p a c t  o n  t h e  le v e l  o f  e m p lo y m e n t  in  x h e  la s t  q u a r te r .  T h e  r a t e  o f  u n e m p lo y m e n t ,  w h ic h  
h a d  r e m a in e d  a t  a r o u n d  1 3 .5 %  d u r i n g  th e  f i r s t  n in e  m o n t h s ,  u n d e r w e n t  a  c o n t in u a l  d e c l in e  a s  f ro m  
S e p te m b e r  a n d  fe ll  to  1 0 .8 %  in  t h e  q u a r t e r  c e n t r e d  o n  D e c e m b e r  ( s e e  t a b le  9 ) .  T h u s ,  t h e  r a t e  o f  
u n e m p l o y m e n t  fe ll b e lo w  1 1 %  fo r  t h e  f i r s t  t im e  s in c e  t h e  b e g in n i n g  o f  1 9 8 2 , a l t h o u g h  e v e n  th i s  
r e p r e s e n t e d  d o u b le  t h e  m i n i m u m  le v e l  o f  5 .8 %  r e c o r d e d  a t  t h e  b e g in n in g  o f  1 9 8 1 , b e f o re  t h e  o n s e t  o f  
t h e  c r is is .
T h e  fa ll  in  u n e m p l o y m e n t  w h ic h  to o k  p la c e  d u r in g  t h e  c lo s in g  m o n t h s  o f  t h e  y e a r  w a s  
g e n e r a l i z e d  th r o u g h o u t  t h e  v a r io u s  b r a n c h e s  o f  a c tiv ity . T h e  h i g h e s t  u n e m p l o y m e n t  in d e x  c o n t in u e d  
to  b e  r e c o r d e d  in  c o n s t r u c t io n ,  w h i le  i t  w a s  lo w e s t  in  t r a n s p o r t  a n d  c o m m u n ic a t io n s .
A t  t h e  s a m e  t im e ,  t h e  r a t e  o f  e m p lo y m e n t  in c r e a s e d ,  r i s i n g  to  o v e r  51 % , a  r a t e  w h ic h  h a d  n o t  
b e e n  a c h ie v e d  s in c e  1 9 8 1 . T h is  r i s e  w a s  r e f le c te d  in  b o th  m a le  a n d  f e m a le  e m p lo y m e n t ,  a l t h o u g h  th e  
e m p lo y m e n t  c o e f f ic ie n t  f o r  m a le s  ( 6 8 % )  i s  c o n s id e ra b ly  h i g h e r  t h a n  t h a t  f o r  f e m a le s  ( 3 8 % ) .
T h e  fa l l  in  u n e m p l o y m e n t  b e n e f i t e d  y o u n g  p e o p le  a n d  p e o p le  o v e r  2 5  a s  w e l l  a s  h e a d s  o f  
h o u s e h o ld s  a n d  o t h e r  m e m b e r s  o f  t h e  la b o u r  fo rc e . N e v e r t h e l e s s ,  t h e  r a t e  o f  u n e m p l o y m e n t  o f  h e a d s  
o f  h o u s e h o ld s  w a s  f a r  lo w e r  a t  t h e  e n d  o f  t h e  y e a r  ( 2 .2 % )  th a n  t h a t  o f  o t h e r  h o u s e h o ld  m e m b e r s  
( 8 .6 % ) .
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T ab le  10
(Millions of dollars)
URUGUAY: BALANCE OF PAYMENTS
1979 1980 1981 1982 1983 1984 1985"
B a la n ce  o n  c u r re n t  a c c o u n t -363 -716 -468 -235 -6 0 -124 -125
T rad e  b alance -309 -618 -397 -48 2 1 7 227 2 2 0
E x p o rts  o f  goo d s and  serv ices 1 194 1 526 1 7 0 1 1 537 1 4 1 1 1 289 1 251
G oods FO B 788 1 0 5 9 1 230 1 256 1 156 925 8 5 4
R eal se rv ices 4 0 6 4 6 8 4 7 1 2 8 1 255 365 3 9 7
T ra n s p o r t  an d  in su ran ce 72 89 92 81 71 69 68
T ravel 2 6 8 2 9 8 283 106 90 2 1 0 2 3 5
Im p o rts  o f  goo d s and  serv ices 1 504 2 144 2 098 1 585 1 194 1 062 1 031
G oods FO B 1 166 1 668 1 592 1 038 740 733 6 9 7
R e a l se rv ices 3 3 7 4 7 6 5 0 6 547 4 5 5 3 2 9 3 3 4
T ra n s p o r t  and  in su ran ce 124 161 174 116 85 74 68
T rav e l 136 203 203 3 0 4 2 5 9 154 162
F a c to r  se rv ices 
P ro fits
-55 -100 -74 -197 -288 -362 -356
In te re s t  received 50 68 146 147 63 87 72
In te re s t  pa id  
O th e rs
-108
3
-168 -220 -344 -350 -449 -428
U n re q u ite d  p r iv a te  tra n s fe r  p a y m e n ts 2 2 3 10 11 10 11
B a la n ce  o n  c a p ita l  a c c o u n t 4 4 8 8 1 1 4 9 4 -182 -11 3 9 96
U n re q u ite d  official tra n sfe r  p ay m en ts 6 7 7 - - -
L o n g -te rm  cap ita l 3 5 9 4 0 4 345 515 643 3 0 " '
D ire c t in v e s tm e n t (n e t) 216 2 8 9 4 9 -14 6 3
P o rtfo lio  in v e s tm e n t (n e t) -31 -7 3 -7 -16 7
O th e r  lo n g - te rm  cap ita l 174 122 2 9 4 536 653 2 0
Official secto r0 154 108 110 423 3 2 9 4 6
L o an s received 163 181 140 4 5 6 531 90
A m o r tiz a tio n  p a y m e n ts -18 -66 -27 -29 -198 -43
C o m m erc ia l b a n k s ' -3 5 -3 -5 3 7 -1
L o an s received 7 1 43 •  96
A m o r tiz a tio n  p a y m e n ts -2 -2 -2 -2 -9 -1
O th e r  sectors '7 23 9 187 118 2 8 7 -25
L o an s  received 4 1 26 2 0 1 182 346 62
A m o r tiz a tio n  p a y m e n ts -18 -17 -14 -64 -58 -87
S h o r t- te rm  cap ita l ( n e t) 94 311 303 567 -359 158
Official secto r 9 -23 -5 83 4 1 4 7
C o m m erc ia l b an k s 128 307 87 2 4 0 -6 7 67
O th e r  sec to rs -42 2 6 2 2 1 2 4 4 -333 43
N e t  e r ro rs  and o m iss io n s -11 90 -161 -1  264 -295 -149
G lo b a l  b a la n c e
T ota l v a r ia tio n  in  rese rv es
85 95 2 6 -417 -7 0 -85 -2 9
(-  sign  in d ica tes  an  in c rease ) -4 -112 -51 4 9 7 71 70 22
M o n e ta ry  gold -25 -22 4 85 52 -8
Special D ra w in g  R ig h ts -20 1 -10 4 1 -2 -1 -10
IM F  re se rv e  p o s itio n -13 1 33 -10 10
F o re ig n  e x ch an g e  a sse ts 4 9 -50 -3 7 240 -122 65 -30
O th e r  asse ts -9 -29 -9 3 12 12
U se  m ad e  o f  IM F  cred it 96 142 -8 128
Source: 1979-1984: International Monetary Fund, Balance of Payments Yearbook, March 1986; 1985: ECLAC» on the basis of official data.
"Preliminary figures. frReal services also include other official and private transactions, but exclude factor services. cIn addition to 
loans received and amortization payments made, this entry includes net loans granted and other assets and liabilities. The global balance 
is the sum of the balance on current account and the balance on capita] account. The difference between the total variation in reserves of 




3 . T h e  e x t e r n a l  s e c to r
In  1985 th e  e c o n o m y  c o n t in u e d  to  b e  d e e p ly  a f fe c te d  b y  e x te r n a l  r e s t r i c t io n s .  E v e n  t h o u g h  a  n u m b e r  
o f  e n c o u r a g in g  e v e n t s  o c c u r r e d  in  t h e  f in a n c ia l  s p h e r e ,  t h e  b e h a v io u r  o f  e x t e r n a l  t r a d e  r e m a in e d  a s  it 
h a d  b e e n  s in c e  t h e  b e g in n i n g  o f  t h e  d e c a d e . T h u s ,  t h e  r o l lo v e r  a g r e e m e n t  o n  th e  e x t e r n a l  d e b t  r e a c h e d  
w i th  c o m m e r c ia l  b a n k s  ( w h ic h  p r o v id e d  fo r  m o r e  s a t is fa c to ry  t e r m s  t h a n  th o s e  o b t a in e d  p r e v io u s ly  
a s  r e g a r d s  b o th  r e p a y m e n t  p e r io d s  a n d  r a te s  o f  i n t e r e s t )  h e lp e d  to  r e d u c e  p r e s s u r e  o n  th e  b a la n c e  o f  
p a y m e n t s  w h i le  t h e  c o n s id e ra b le  r e d u c t io n  in  i n t e r n a t io n a l  i n t e r e s t  r a te s  le d  to  a  r e d u c t io n  in  
p u b l i c - s e c to r  e x p e n d i tu r e  e q u a l  to  a lm o s t  o n e  p o i n t  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t .
O n  th e  o t h e r  h a n d ,  in  s p i t e  o f  t h e  e f fo r t s  m a d e  to  o p e n  u p  n e w  m a r k e t s  f o r  e x p o r t s  w i th  a  v ie w  
to  l im i t i n g  t h e  a d v e r s e  im p a c t  o f  t h e  e x t e r n a l  a d ju s tm e n t ,  w h ic h  in  t h e  p e r io d  1 9 8 2 -1 9 8 4  h a d  b e e n  
b a s e d  p r im a r i l y  o n  a  s h a r p  c o n t r a c t io n  o f  im p o r t s ,  n o  s ig n i f ic a n t  c h a n g e s  to o k  p la c e  in  t r a d e  r e la t io n s  
in  s p i t e  o f  t h e  a u t h o r i t i e s ' e f fo r ts  to  in c r e a s e  t r a d e  r e l a t i o n s  w i th  n e ig h b o u r in g  c o u n t r i e s  b y  m a k in g  
th e  e x i s t i n g  b i l a te r a l  a g r e e m e n t s  w i t h  A r g e n t i n a  (CAUCE) a n d  B r a z i l  (PEC) m o r e  c o m p r e h e n s iv e  a n d  
a l t h o u g h  c o u n t e r t r a d e ,  m a in ly  i n v o lv in g  t h e  e x c h a n g e  o f  a g r ic u l tu r a l  p r o d u c t s  ( m e a t ,  m i lk ,  r ic e )  f o r  
p e t r o l e u m ,  w a s  c o n d u c te d  w i th  a  n u m b e r  o f  c o u n t r ie s .
T h e  s u r p lu s  o b t a in e d  f ro m  t r a d e  in  g o o d s  d e c l in e d  b y  1 8 %  a n d  a m o u n te d  to  le s s  t h a n  U S $ 1 6 0  
m i l l io n .  T h is  r e d u c t io n  o c c u r r e d  b e c a u s e  t h e  d r o p  in  t h e  v a lu e  o f  e x p o r t s  w a s  e v e n  g r e a t e r  t h a n  t h a t  in  
t h e  v a lu e  o f  i m p o r t s  ( - 8 %  a n d  - 5 %  r e s p e c t iv e ly ) .  O n  th e  o t h e r  h a n d ,  t h e  s u r p lu s  o n  t h e  s e rv ic e s  
a c c o u n t  r o s e  b y  7 5  %  th a n k s ,  a b o v e  a ll, to  in c r e a s e d  in c o m e  f ro m  to u r is m .  E a r n i n g s  b y  th i s  s e c to r  r o s e  
b y  1 2 % , r e a c h in g  U S $ 2 3 5  m i l l io n .  A l th o u g h  th i s  w a s  lo w e r  t h a n  th e  in c o m e  r e c o r d e d  in  t h e  p e r io d  
1 9 7 9 - 1 9 8 1 , i t  w a s  e q u a l  to  2 8 %  o f  t o t a l  e x p o r t s  o f  g o o d s  a n d  to  8 0 %  o f  s a le s  o f  n o n - t r a d i t i o n a l  
p r o d u c t s .
A s  a  r e s u l t  o f  th e s e  c h a n g e s  a n d  o f  t h e  fa ll o f  a p p r o x im a te ly  5 %  in  i n t e r e s t  r a t e s  b r o u g h t  a b o u t 
b y  th e  d r o p  in  i n t e r n a t io n a l  i n t e r e s t  r a t e s ,  t h e  c u r r e n t - a c c o u n t  b a la n c e  b a re ly  c h a n g e d ,  s h o w in g  a  
d e f ic i t  o f  U S $ 1 2 5  m i l l io n  ( s e e  ta b le  10).
T h e  c a p i ta l  a c c o u n t  ( in c lu d in g  n e t  e r r o r s  a n d  o m is s io n s )  s h o w e d  a n  in c o m e  o f  U S $ 9 6  m i l l io n ,  
o v e r  tw ic e  a s  l a r g e  a s  t h a t  o f  t h e  p r e c e d in g  y e a r . T h is  w a s  m a in ly  t h e  r e s u l t  o f  a n  in c r e a s e d  in f lo w  o f  
p r i v a t e  c a p i ta l ,  w h ic h  w a s  in  t u r n  r e f le c te d  in  t h e  h ig h  s a le s  o f  g o v e r n m e n t  s e c u r i t ie s  ( a p p r o x im a te ly  
U S $ 2 0 0  m i l l io n )  a n d  in  t h e  in c r e a s e  in  d e p o s i t s  in  t h e  b a n k in g  s y s te m . T h u s ,  t h e  b a la n c e  o f  p a y m e n t s  
c lo s e d  w i th  a  d e f ic i t  o f  r a t h e r  le s s  t h a n  U S $ 3 0  m i l l io n ,  c o n s id e ra b ly  lo w e r  t h a n  t h a t  r e c o r d e d  in  th e  
p r e c e d in g  t h r e e  y e a r s .
A l th o u g h  th e  n e t  in f lo w  o f  c a p i ta l  in c r e a s e d ,  i t  w a s  a g a in  v e ry  m u c h  lo w e r  t h a n  i n t e r e s t  
p a y m e n ts .  C o n s e q u e n t ly ,  f o r  t h e  f o u r th  y e a r  r u n n in g ,  t h e  c o u n t r y  t r a n s f e r r e d  a  c o n s id e ra b le  a m o u n t  
o f  r e s o u r c e s  a b ro a d . T h e  a m o u n t  t r a n s f e r r e d  d u r in g  t h e  p e r io d  1 9 8 2 -1 9 8 5  c o m e  c lo s e  to  U S $ 1 .3  
b i l l io n  a n d  w a s  e q u a l  to  2 3 %  o f  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s  ( s e e  t a b le  11).
a )  E xternal trade
i)  Exports. A l th o u g h  th e  v o lu m e  o f  m e r c h a n d i s e  e x p o r t e d  in c r e a s e d  s l ig h t ly ,  t h e i r  v a lu e  fe ll  b y  
a r o u n d  8 %  a s  a  r e s u l t  o f  t h e  p r o n o u n c e d  d e c l in e  ( -9 % )  in  t h e  a v e r a g e  s e l l in g  p r ic e s  ( s e e  t a b le  12).
T h e  m a in  c a u s e  o f  th i s  f u r th e r  d e c l in e  in  e x p o r t s  o f  g o o d s  w a s  t h e  u n f a v o u ra b le  p e r f o r m a n c e  o f  
t r a d i t i o n a l  i t e m s ,  t h e  v a lu e  o f  w h ic h  fe ll b y  1 3 % . T h e  2 2 %  d r o p  in  m e a t  s a le s  a n d  th e  6 2 %  d r o p  in  
t h o s e  o f  o t h e r  t r a d i t i o n a l  i t e m s  r e s u l t e d  in  a  s h r in k a g e  o f  U S $ 5 0  m i l l io n ,  e q u a l  to  7 0 %  o f  th e  to ta l  
d e c l in e  in  t h e  v a lu e  o f  e x p o r t s  o f  g o o d s . S a le s  o f  n o n - t r a d i t i o n a l  p r o d u c t s  a lso  f e l l ,  b u t  to  a  le s s e r  
e x t e n t  (4 .5  % ) .  T h e y  th u s  m a d e  u p  tw o  t h i r d s  o f  to t a l  e x p o r t s ,  t h e  h ig h e s t  p r o p o r t i o n  s in c e  1979 . T h is  
b e h a v io u r  w a s  t h e  n e t  r e s u l t  o f  a d v e r s e  c h a n g e s  in  a  n u m b e r  o f  i t e m s ,  n o te w o r th y  a m o n g  w h ic h  w a s  
t h e  3 7 %  fa ll  in  e x p o r t s  o f  c o w  a n d  h o r s e  h id e s ,  a n d  o f  c o n s id e ra b le  in c r e a s e s  in  s a le s  o f  r ic e  ( 4 0 % )  
a n d  f is h  ( 1 0 % )  ( s e e  t a b le  13).
T h e r e  w e r e  n o  s ig n i f ic a n t  c h a n g e s  in  t h e  d e s t in a t i o n  o f  e x p o r t s  b y  g e o g r a p h ic a l  r e g io n .  T h e  
ALADI c o u n t r i e s  r e c e iv e d  2 8 %  o f  t h e  s a le s ;  t h e  E u r o p e a n  E c o n o m ic  C o m m u n i ty ,  2 0 % ;  th e  U n i t e d  
S ta te s ,  1 5 %  a n d  t h e  M id d le  E a s t ,  1 1 % .
ii)  Imports. I n  1985  e x t e r n a l  p u r c h a s e s  o f  g o o d s  fe ll f o r  t h e  f if th  y e a r  r u n n in g .  A s  a  r e s u l t ,  th e y  
w e r e  5 %  lo w e r  t h a n  in  198 4  a n d  a lm o s t  6 0 %  lo w e r  t h a n  in  t h e  1 9 8 0 -1 9 8 1  b ie n n iu m . T h e  s h r in k a g e  
w a s  p a r t i c u la r ly  m a r k e d  in  p u r c h a s e s  o f  c a p i t a l  g o o d s ,  w h o s e  v a lu e  fe l l  b y  2 0 %  a n d  w a s  e q u a l  to  
s l ig h t ly  m o r e  t h a n  o n e  f i f th  o f  t h a t  r e c o r d e d  in  t h e  b i e n n iu m  p r i o r  to  t h e  c r is is .  T h e  d e c l in e  in
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p e t r o l e u m  p u r c h a s e s  a ls o  c o n t in u e d  a s  a  r e s u l t  o f  lo w e r  d e m a n d  fo r  p e t r o l e u m  b y - p ro d u c t s ,  o n  th e  
p a r t  b o th  o f  f a m i l ie s  a n d  o f  e n t e r p r i s e s ,  a n d  o f  t h e  g r a d u a l  b u t  c o n t in u a l  c h a n g e o v e r  to  t h e  u s e  o f  
h y d r o e le c t r i c  e n e r g y  a n d  w o o d . A s  f o r  i m p o r t s  o f  c o n s u m e r  g o o d s ,  r a w  m a te r i a l s  a n d  in t e r m e d ia t e  
g o o d s  w i th  t h e  e x c e p t io n  o f  p e t r o l e u m ,  th e y  r e m a in e d  a t  t h e  s a m e  le v e ls  a s  in  t h e  p r e v io u s  y e a r s  ( s e e  
ta b le  14).
A s  in  t h e  c a s e  o f  e x p o r t s ,  t h e  c o u n t r y 's  m a in  i m p o r t  t r a d i n g  p a r t n e r s  w e r e  t h e  m e m b e r s  o f  
ALADI w h o  p r o v id e d  o n e  t h i r d  o f  to t a l  im p o r t s ,  t h e  E u r o p e a n  E c o n o m ic  C o m m u n i ty  ( 1 4 % ) ,  t h e  
U n i t e d  S ta te s  ( 7 % )  a n d  t h e  M id d le  E a s t  ( 2 5 % ) .
i ii)  Terms o f  trade. T h e  t e r m s  o f  t r a d e  in  m e r c h a n d i s e  d e c l in e d  b y  a lm o s t  7 % ,  m o r e  t h a n  
o f f s e t t in g  th e  s l ig h t  in c r e a s e  o f  t h e  p r e v io u s  y e a r  a n d  th e r e b y  a c c u m u la t in g  a  1 7 %  d r o p  in  t h e  
th r e e - y e a r  p e r i o d  1 9 8 3 -1 9 8 5  ( s e e  ta b le  12). T h is  b e h a v io u r  w a s  t h e  r e s u l t  o f  a  d e c l in e  o f  n e a r ly  9 %  in  
th e  a v e r a g e  p r ic e s  o f  m e r c h a n d i s e  e x p o r t s  a n d  2 .5 %  in  t h e  p r ic e s  o f  im p o r t s .
b )  External indebtedness
A s  a lre a d y  m e n t io n e d ,  t h e  t i g h t  s t r a n g le h o ld  e x e r t e d  b y  t h e  c o u n t r y 's  d e e p  e x t e r n a l  in d e b te d ­
n e s s  lo o s e n e d  s o m e w h a t  in  1985 a s  a  r e s u l t  o f  t h e  r e n e g o t i a t i o n  o f  p a y m e n t s  f o r  t h e  p e r io d  
1 9 8 5 -1 9 8 9 . B y  v i r tu e  o f  t h e  a g r e e m e n t  r e a c h e d  w i th  p r i v a t e  i n t e r n a t io n a l  b a n k s ,  th e s e  a m o r t i z a t i o n  
p a y m e n t s  w il l  b e  m a d e  o v e r  a  1 2 -y e a r  p e r io d  ( w i th  t h r e e  y e a r s  o f  g r a c e )  a t  t h e  LIBQR r a te  p lu s  a  
m a r g i n  o f  l 3/ 8% .
T a b le  11
U R U G U A Y : N E T  E X T E R N A L  F I N A N C I N G  
(Millions ofdollars)
Y e a r
N e t  cap ita l 
m o v e m e n t
N e t  fac to r 
p a y m e n ts
N e t  e x te rn a l 
tra n sfe rs  
o f  funds
1979 453 55 398
1980 811 100 711
1981 494 74 420
1982 -182 197 -379
1983 -10 288 -298
1984 37 362 -325
1985 97 356 -259
Source: ECLAC, on the basis of data provided by the Central Bank of Uruguay.
T a b le  12
U R U G U A Y : M A I N  F O R E IG N  T R A D E  I N D IC A T O R S
1979 1980 1981 1982 1983 1984 1985
G r o w th  ra te s
E x p o rts  o f  goods 
V alu e 14.9 34.3 16.2 2.2 -8.0 -20.1 -7.6
V o lu m e -6.0 18.5 18.5 9.4 -0.8 -20.4 1.5
U n it  va lue 22.2 13.4 -2.0 -6.6 -7.2 0.5 -9.0
Im p o rts  o f  goo d s 
V alu e 64 .3 43.0 -4.6 -34.8 -28.8 -0.9 -4.9
V olum e 23.0 21.8 -1.4 -33.1 -26.9 -2.3 -2.5
U n it  va lu e 33.6 17.5 -3.2 -2.6 -2.5 -3.1 -2.5
T e rm s o f  tra d e  (goods) -7.4 -2.9 0.5 -4.3 -4 .9 3.3 -6.9





M illio n s  o f  do llars P e rc e n ta g e  G ro w th  ra te s
1982 1983 1984 1985 1980 1985 1982 1983 1984 1985
T o ta l 1 0 2 2 .8 1045.1 9 2 4 .6 853 .6 100.0 100.0 -15 .8 2.2 -11 .5 -7 .7
T rad itio n a l 4 35 .4 4 69 .8 338.8 293 .3 39.3 34.4 -15.1 7.9 -27.9 -13.4
N o n - tra d it io n a l 587.5 575.3 585.8 560.3 60.7 65.6 -16.3 -2.1 1.8 -4.4
P r in c ip a l  s e c tio n s  
L ive an im als  and
an im al p ro d u c ts 290 .3 365.0 228 .7 202 .3 24 .9 23.7 -19.8 25.7 -37.3 -11.5
B eef 170.3 2 22 .8 135.9 110.5 14.7 12.9 -20.3 30.8 -39.0 -18.7
M u tto n 21.0 15.1 7.1 6.8 1.4 0.8 -17.0 -28.1 -53.0 -4.2
O th e rs 98.9 127.0 85.7 85.0 8.9 10.0 -19.6 28.4 -32.5 -0.8
V eg e tab le  p ro d u c ts 152.5 139.3 129.1 141.4 10.2 16.6 -17.8 -8.7 -7.3 9.5
R ice 92 .4 76.6 57.8 81.0 6.1 9.5 -15.5 -17.1 -24.5 40.1
O th e rs 60.1 62.7 71.3 60.4 4.1 7.1 -21.3 4.3 13.7 -15.3
F a ts  and o ils 5.5 8.7 6.9 5.1 1.8 0.6 -31.2 58.2 -20.7 -26.1
F o o d , bev erag es
and tobacco 18.2 30.2 27 .6 23.2 3.1 2.7 -42.3 65.9 -8.6 -15.9
M in e ra l p ro d u c ts 4.1 1.7 4.1 1.0 1.2 0.1 -79.2 -58.5 141.2 -75.6
P la s tic s  and ru b b er
m an u fac tu res 18.9 12.2 10.3 13.5 2.0 1.6 -27.6 -35.4 -15.6 31.1
H id e s , sk in s and
le a th e r  p ro d u c ts 139.5 139.2 146.5 114.0 13.6 13.4 0.9 -0.2 5.2 -22.2
S k ins and  le a th e rs 72.8 75.4 91.6 61.3 3.8 7.2 4 3 .6 3.6 21.5 -33.1
P ro c essed  h ides 38.1 39.3 30.5 27.2 4.9 3.2 -14.8 3.1 -22.4 -10.8
F u rs  and fur p ro d u c ts 28.7 24.5 24.4 25.5 4 .9 3.0 -32.9 -14.6 -0.4 4.5
T e x tile s  and te x tile
m an u fac tu res 292.5 266 .6 281.7 261 .6 29.0 30.6 -11.7 -8.9 5.7 -7.1
U n w a sh e d  w ool 112.9 74.2 57.8 52.5 9.7 6.2 -2.5 -34.3 -22.1 -9.2
W a sh e d  w ool 15.0 27.4 16.6 17.0 2.2 2.0 -31.5 82.7 -39.4 2.4
T o p s 77.2 66.9 90.1 94.4 8.2 11.1 -21.5 -13.3 34.7 4 .8
O th e rs 87.5 98.0 117.2 97.7 8.9 11.4 -8.0 12.0 19.6 -16.6
F o o tw e a r , e tc . 10.0 9.2 10.1 7.6 1.9 0.9 -26.5 -8.0 9.8 -24.8
O th e rs 91.3 73.0 79.6 84.0 12.4 9.8 -8.1 -20.0 9.0 5.5
Source: ECLAC, on the basis of data provided by the Central Bank of Uruguay.
In 1985 the total external debt expanded at a rate of almost 5 %, more than double the growth 
recorded the previous year. This growth sprang from the considerable expansion (12%) of public 
sector indebtedness, which amounted to US$3 550 000 000 at the end of the year (see table 15). The 
private sector, on the other hand, reduced its external debt by 10%, bringing it down to around 
US$1 350 000 000 at the end of 1985. This drop was brought about by a sharp decrease in the credit 
balance of suppliers, which was related to the shrinkage in imports mentioned above, and by the fall 
in the liabilities of commercial banks.1
As for the net external debt, it shrank by 4%. This shrinkage was the consequence of the sharp 
decline which affected the net debt of the private sector, which dropped from US$1 130 000 000 at 
the end of 1984 to rather less than US$850 million at the close of 1985, more than offsetting the 
increase of almost US$160 million in net public-sector indebtedness (see table 16).
1 This fall in liabilities resulted from a deliberate policy on the part o f  the financial sector, which increased some o f  its domestic liabilities
in order to reduce its external accounts, thereby also effecting an increase in its net international reserves.
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T ab le  14
URUGUAY: IMPORTS OF GOODS, CIF
M illio n s  o f  d o llars
P e rc e n ta g e
b reak d o w n
G ro w th  ra tes
1982 1983 1984 1985 1980 1985 1982 1983 1984 1985
T o ta l 1 110.0 787.5 775 .7 715 .0 100.0 100.0 -32 .4 -29 .2 -1 .5 -7 .8
C o n su m e r  goods 102.4 46.4 50.8 51.2 10.8 7.2 -60.2 -54.7 9-5 0.8
R a w  m a te r ia ls  and 
in te rm e d ia te  goods 853.4 638.2 655.1 608.7 74.3 85.1 -25.2 -25.2 2.7 -7.1
P e tro le u m  and  fuels 419.6 273.1 270.5 223.5 27.5 31.2 -16.6 -34.9 -1.0 -17.4
O th e rs 433 .8 425.1 384.6 385.2 46 .8 53.9 -32.0 -2.0 -9.5 0.2
C ap ita l goods 154.2 102.9 69.8 55.1 14.9 7.7 -36.4 -33-3 -32.2 -21.1
Source: ECLAC, on the basis of data provided by the Central Bank of Uruguay.
T ab le  15
U R U G U A Y : IN D IC A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S
(Millions of dollars)
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
M ill io n s  o f  d o lla rs
T o ta l e x te rn a l d eb t 1 135 1 320 1 240 168 2 2  138 3 112 4  238 4  572 4  671 4  900
P u b lic  deb t 962 1 028 910 1 012 1 165 1 447 2  688 3 180 3 163 3 551
F in an c ia l sec to r 328 336 165 177 186 267 1 088 1 565 1 497 1 629
N o n -fin an c ia l se c to r 634 692 745 835 996 1 197 1 617 1 632 1 683 1 922
P riv a te  d eb t w ith o u t 
g o v e rn m e n t security 173 292 330 670 974 1 665 1 550 1 392 1 508 1 349
D e b t se rv ic in g 229 168 343 165 2 7 0 279 512 536 545 598
A m o rtiz a tio n  p ay m en ts 150 93 248 58 105 59 168 186 96 170
In te re s t  p a y m e n ts 79 75 95 106 165 220 344 350 449 428
P e rc e n ta g e s
D e b t s e rv ic in g /e x p o r ts  
o f goo d s and  services 
P u b lic -sec to r  e x te rn a l
33 21 38 14 18 16 33 38 43 48
d e b t /e x p o r ts  o f  goo d s 
and services 
T o ta l e x te rn a l d e b t /  
e x p o r ts  o f  g o o d s and
138 127 100 85 77 86 176 227 241 2 8 4
services 163 163 136 141 141 184 277 325 364 392
Source: ECLAC, on  the basis of data provided by the Central Bank of Uruguay.
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T ab le  16
U R U G U A Y : E X T E R N A L  D E B T  B Y  S E C T O R "
(Millions of dollars)
1980 1981 1982 1983 1984 1985
N e t  p r iv a te -se c to r  e x te rn a l d eb t 161 1 073 1 026 956 1 129 848
N e t  p u b lic -sec to r  e x te rn a l d eb t -1  703 -689 874 1 678 1 951 2 108
T o ta l -916 3 8 4 1 9 0 0 2 634 3 081 2 956
Source: Central Bank of Uruguay.
"Adjusted by variations in "other banking-sector assets"
T ab le  17
U R U G U A Y : P U B L IC -S E C T O R  C O M M IT M E N T S  
IN  F O R E IG N  C U R R E N C Y  
(Millions of dollars)
1979 1980 1981 1982 1983 1984 1985
G ro s s  e x te rn a l d e b t 
o f  th e  p u b lic  se c to r 1 012 1 165 1 4 4 7 2  688 3 180 3 163 3 551
F o re ig n  c u rre n c y  c o m m itm e n ts  
to  th e  r e s id e n t p r iv a te
se c to r 143 2 0 0 417 561 759 1 0 3 6 1 199
C e n tra l B a n k 2 8 3 7 92 167 423 5 1 4 553
T o  p r iv a te  banks 
T o  th e  n o n -b a n k in g  
p r iv a te  sector
28 3 7 92 167 423 514 553
B a n c o  de  la  R e p ú b lic a 99 143 2 4 5 208 199 263 4 0 0
T o  p r iv a te  banks 
T o  th e  n o n -b a n k in g
1 2 1 2 1 - -
p r iv a te  secto r 98 141 2 4 4 206 198 263 4 0 0
B a n c o  H ip o te c a r io - 56 139 66 99 130
T o  p r iv a te  banks 
T o  th e  n o n -b a n k in g
- - 50 72 - - -
p r iv a te  sector - - 6 6 7 66 99 130
N o n - f in a n c ia l  p u b lic  
se c to r 16 2 0 2 4 4 8 71 160 117
T o ta l  p u b lic - s e c to r  
c o m m itm e n ts  in
fo re ig n  cu rre n cy 1 155 1 365 1 8 6 4 3 249 3 939 4  199 4  750
Source: ECLAC, on the basis of data provided by the Centrai Bank of Uruguay.
M o r e o v e r ,  in  1985 a  c o n s id e ra b le  r ise  o c c u r re d  in  th e  d e b t  in  fo re ig n  c u r re n c y  o w e d  b y  o ffic ia l 
b a n k s  to  r e s id e n t s  o f  U r u g u a y ,  a s  a  r e s u l t  o f  w h ic h  to ta l  p u b l ic - s e c to r  in d e b te d n e s s  in  fo re ig n  c u r re n c y  
g r e w  b y  U S $ 5 5 0  m i l l io n ,  i.e ., b y  a n  a m o u n t  w h ic h  w a s  m o r e  t h a n  1 3 %  h ig h e r  t h a n  th e  g ro s s  b a la n c e  
a s  it s to o d  in  D e c e m b e r  19 8 4  ( s e e  ta b le  17).
A s  a  r e s u l t  o f  th e  in c r e a s e  in  th e  e x te r n a l  d e b t  a n d  th e  d r o p  in  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s , th e  
w e ig h t  o f  d e b t  s e rv ic in g  in c r e a s e d  a g a in  in  1 9 8 5 . T h e  r a t io  b e tw e e n  i t  a n d  th e  to ta l  v a lu e  o f  e x p o r t s  
r o s e  f ro m  4 3  %  in  1984  to  4  8 %  in  1 9 8 5 , a  f ig u re  t h r e e  t im e s  a s  h ig h  a s  t h a t  r e c o rd e d  p r io r  to  th e  c r is is . 
N e v e r t h e l e s s ,  th i s  r is e  w a s  w h o lly  a c c o u n te d  fo r b y  a n  in c r e a s e  in  a m o r t i z a t i o n  p a y m e n t s ,  w h ic h  ro se  
f ro m  U S $ 9 6  m i l l io n  in  1984  to  U S $ 1 7 0  m i l l io n  in  1 9 8 5 , w h i le  i n t e r e s t  p a y m e n ts  d e c l in e d  b y  U S $ 2 0  
m i l l io n  a s  a  c o n s e q u e n c e  o f  th e  d r o p  in  in t e r n a t io n a l  i n t e r e s t  r a te s .  A s  fo r  th e  r a t io  b e tw e e n  th e  d e b t  
a n d  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s , i t  ro se  m a rk e d ly ,  to  c lo se  to  4 0 0 % .
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4 . P r i c e s  a n d  w a g e s
a )  Prices
I n  1985  t h e  g r o w t h  r a t e  o f  d o m e s t ic  p r ic e s  in c r e a s e d  fo r  t h e  t h i r d  y e a r  r u n n in g .  T h e  c o n s u m e r  
p r i c e  in d e x  r o s e  b y  8 3 %  in  c o m p a r i s o n  w i th  66%  i n  1 9 8 4 , w h i le  a s  a n  a n n u a l  a v e r a g e  i t  r o s e  b y  7 2 %  
a s  a g a in s t  5 5 %  t h e  p r e v io u s  y e a r  ( s e e  ta b le  18). T h e s e  f ig u re s  w e r e  w i th in  t h e  p a r a m e t e r s  p r o je c te d  
in  t h e  a g r e e m e n t  w i th  IM F in  t h a t  t h e  p r o g r a m m e  e n v is a g e d  t h a t  t h e  g r o w th  r a t e  o f  d o m e s t ic  p r ic e s  
w o u ld  b e g in  to  fa ll  m o r e  r a p id ly  in  t h e  f i r s t  h a l f  o f  1986 .
A s  a lre a d y  m e n t i o n e d ,  t h e  in f la t io n  e v o lv e d  u n e v e n ly  t h r o u g h o u t  1985 . D u r i n g  t h e  f i r s t  fo u r  
m o n t h s ,  t h e  b e h a v io u r  o f  p r ic e s  w a s  in f lu e n c e d  b y  h ig h ly  in f la t io n a r y  e x p e c t a t i o n s ,  o r i g in a t i n g  b o th  
in  d o m e s t i c  f a c to r s  ( t h e  r a t e  o f  d e v a lu a t io n ,  t h e  c h a n g e  o f  g o v e r n m e n t ,  t h e  f isc a l d e f ic i t )  a n d  e x te r n a l  
p h e n o m e n a  ( in f la t io n  in  A r g e n t in a ) .  D u r i n g  th i s  p e r io d ,  t h e  p r i c e  in d e x  r o s e  r a p id ly ,  a c c u m u la t in g  a  
r e a l  in c r e a s e  o f  2 7 %  d u r in g  t h e  f i r s t  fo u r  m o n t h s  o f  t h e  y e a r  — e q u a l  to  a n  a n n u a l  r a t e  o f  1 0 5 % — , 
a n d  in f la t io n a r y  e x p e c t a t i o n s  in te n s i f ie d .  H o w e v e r ,  p u b l ic  e x p e c ta t io n s  w e r e  r a p id ly  a l te r e d  b y  th e  
c la r i f ic a t io n  o f  t h e  f in a n c ia l  p r o g r a m m e  fo r  t h e  p e r io d  Ju ly  1 9 8 5 -D e c e m b e r  1 9 8 6 , w h ic h  in c lu d e d  a  
t a r g e t  o f  6 0 %  in f la t io n  fo r  t h e  y e a r  b e tw e e n  Ju ly  1985  a n d  J u n e  1 9 8 6 , a n d  in  p a r t i c u l a r  b y  a  s h a r p  
t u r n a r o u n d  in  t h e  p r i c e  o f  t h e  d o l la r ,  w h ic h ,  a f te r  h a v i n g  r i s e n  b y  31 %  d u r in g  th e  f i r s t  f o u r  m o n t h s ,  
r e m a in e d  s ta b le  u n t i l  t h e  e n d  o f  J u n e .  A s  a  r e s u l t ,  d u r in g  t h e  r e m a i n d e r  o f  t h e  y e a r  t h e  a v e ra g e  
m o n th ly  r a t e  o f  in c r e a s e  in  c o n s u m e r  p r ic e s  w a s  4 .7 % ,  e q u a l  to  a n  a n n u a l  r a t e  o f  in f la t io n  o f  7 3  %  ( s e e  
f ig u re  2 ) .
T a b le  18
U R U G U A Y : E V O L U T IO N  O F  D O M E S T IC  P R IC E S
(Percentages)
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
C o n su m e r  p rice  index
V a r ia t io n  b e tw e e n  
50.6 58.2 44.5
a n n u a li a v e ra g e s  
66 .8  63.5 34.0 19.0 49.2 55.3 72.2
F o o d 47.7 64.0 44.5 70.9 57.9 25 .6 11.7 54.1 68.8 63.0
C lo th in g 47.7 46 .8 39.6 72.5 52.3 23.3 9.8 50.7 65.2 100.2
H o u s in g 56.8 59.3 54.7 58.9 77.8 57.9 30.9 34.3 31.2 61.5
M isce llan eo u s 52.0 52.4 37.6 64.5 65.6 35.9 21.3 59.4 56.5 87.8
W h o le sa le  p rice  index
(d o m estic ) 50.6 50.3 48 .6 80.4 41 .8 23.4 12.9 73.5 77.4 76.6
A g ric u ltu ra l p ro d u c ts 37.8 52.1 78.0 102.6 18.7 9.8 7.6 89.2 90.2 53.9
C ro p -fa rm in g  p ro d u c ts 24.7 35.5 81.5 58.8 49 .9 14.0 12.4 84.9 65.4 60.2
L ivestock  p ro d u c ts 51.2 65.9 75.7 133.5 3.8 6.9 4.1 92.5 109.1 50.1
M a n u fac tu red  goods 54.6 49 .8 40.2 72.4 51.6 28.0 14.4 69.3 71.6 84.1
C o n su m e r  p ric e  index
D e c e m b e r  
39 .9  57.2
to  D e c e m b e r  
46 .0  83.1
•v a ria tio n
4 2 .8 29.4 20.5 51.5 66.1 83.0
F o o d 38.5 59.5 48.4 86.0 33.5 25.2 13.3 59.7 77.5 72.2
C lo th in g 36.4 46 .6 39.5 95.2 27.7 18.8 8.0 64.7 89.6 92.0
H o u s in g 43 .6 66.5 45 .6 78.8 63.7 42 .9 28.8 30.9 38.9 77.1
M isce llan eo u s 41.1 50.1 44 .9 76.9 47 .9 26.3 27 .9 59.8 68.1 102.8
W h o le sa le  p rice  index
(d o m estic ) 45.1 44 .8 59.6 77.1 28.6 14.9 33.5 73.8 84.0 74.2
A g ric u ltu ra l p ro d u c ts 45.3 55.8 92.0 63.4 16.7 5.2 17.9 118.6 90.3 41.1
C ro p -fa rm in g  p ro d u c ts 10.8 51.0 86.2 39.3 68.3 14.2 -5.5 111.1 70.5 71.9
L ivestock  p ro d u c ts 84.1 59.1 95.6 78.0 -7.9 -2.7 41 .9 123.8 103.0 24.4
M an u fac tu red  goods 45 .0 41.7 49.3 82.7 32.9 18.1 37.9 62.9 82.0 85.5
Source: Central Bank o f  Uruguay and Department o f Statistics and Censuses.
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Figure 2






Variations over periods of 12 months
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1983 1984 1985
On the other hand, the wholesale price index rose less (74%) than during the previous year 
(84%). This was a consequence of the considerably lower rise (24%) in cattle prices. It also accounts 
for the slower increase of food prices in the consumer price index (it was in the food group that prices 
rose the least during the period) (see table 18). The change in the price of beef, which rose by only 
20% during the year, was the key factor in this performance. This low growth in the price of meat in 
1985 was mainly the result of the drop in external demand together with the fall in the international 
price of meat.
In contrast, the miscellaneous items group in the consumer price index rose intensively 
( 103 %)• This rise was related to the growth of the rates and prices of public-sector goods and services, 
which increased by over 100% as a result of the policy designed to bring down the deficit of the
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n o n - f in a n c ia l  p u b l i c  s e c to r .2 H o w e v e r ,  t h e  r a t e s  w e r e  n o t  r a i s e d  e v e n ly , s in c e  a n  a t t e m p t  w a s  a lso  
b e in g  m a d e  to  a ffe c t t h e  a l lo c a t io n  o f  e n e r g y  r e s o u r c e s  in  t h e  l ig h t  o f  t h e i r  a v a i la b i l i ty  a n d  im p a c t  o n  
t h e  b a la n c e  o f  p a y m e n t s .  T h u s ,  w h i l e  t h e  p r i c e  o f  g a s o l in e  r o s e  b y  1 2 4 % , t h a t  o f  e le c tr ic i ty  in c r e a s e d  
by 9 1 % .
b )  Wages and salaries
T h e  g e n e r a l  w a g e  in d e x  ro s e  b y  9 9 %  in  1 985 . T h u s ,  r e a l  w a g e s  r o s e  o n  a v e ra g e  b y  1 4 % , th e  
in c r e a s e s  in  b o th  t h e  p u b l ic  a n d  th e  p r i v a t e  s e c to r s  b e in g  v e ry  s im ila r .  T h is  r e p r e s e n t e d  a  r e v e r s a l  o f  
t h e  d o w n w a r d  t r e n d  in  t h e  g r o w th  o f  t h e  r e a l  p a y  o f  w a g e - e a r n e r s ,  w h ic h  h a d  s h r u n k  b y  h a l f  in  t h e  10 
p r e c e d in g  y e a r s  a n d  b y  2 8 %  in  t h e  p e r io d  1 9 8 3 -1 9 8 4  a lo n e  ( s e e  ta b le  19). R e a l  w a g e s  r o s e  b y  m o r e  
t h a n  t h e  5 %  t a r g e t  se t  b y  th e  n e w  g o v e r n m e n t  w h e n  i t  to o k  office .
T h e  m a r k e d  i m p r o v e m e n t  in  r e a l  w a g e s  w a s  p r im a r i l y  d u e  to  t h r e e  fa c to rs .  O n  th e  o n e  h a n d ,  
t h e  s lo w  g r o w t h  o f  t h e  p r i c e  o f  m e a t  b r o u g h t  a b o u t  a  m a jo r  t r a n s f e r  o f  in c o m e , v ia  p r ic e s ,  f ro m  th e  
l iv e s to c k  s e c to r  to  t h e  r e m a i n d e r  o f  t h e  e c o n o m y , a s  a  r e s u l t  o f  w h ic h  t h e  p u r c h a s in g  p o w e r  o f  u r b a n  
w a g e - e a r n e r s  r o s e  c o n s id e ra b ly  in  r e s p e c t  o f  t h e  b a s ic  s h o p p in g  b a s k e t  u s e d  to  m e a s u r e  th e  e v o lu t io n  
o f  c o n s u m e r  p r ic e s ,  in  w h ic h  fo o d  p r o d u c t s  o f  a g r ic u l tu r a l  o r ig in  f ig u re  la rg e ly .
S im u l ta n e o u s ly ,  t h e  s u s p e n s io n  o f  p a y m e n t s  o n  t h e i r  d o m e s t ic  d e b t  b y  e n t e r p r i s e s  (a  defacto 
m o r a t o r i u m  d u r in g  th e  f i r s t  t h r e e  m o n t h s  o f  t h e  y e a r  a n d  s u b s e q u e n t ly  a  de ju re  m o r a to r iu m  to  r u n  
f ro m  th e  t im e  th e  s u s p e n s io n  w e n t  i n to  e ffe c t u n t i l  a  n e w  m e c h a n is m  fo r  r e f u n d in g  w a s  d e f in e d )  
p r o v id e d  t h e m  w i th  t h e  n e c e s s a ry  f in a n c ia l  r e s o u r c e s  to  m e e t  t h e  in c r e a s e s  in  n o m in a l  w a g e s  a g re e d  
u p o n  b y  e n t r e p r e n e u r s  a n d  w o r k e r s .
F in a l ly ,  t h e  e v o lu t io n  o f  t h e  e x c h a n g e  r a t e  c lo se ly  fo l lo w e d  t h a t  fo re c a s t  f o r  t h e  y e a r  c o v e re d  b y  
th e  p r o g r a m m e ,  a s  t h e  p r i c e  o f  t h e  d o l la r  r o s e  a t  a n  a n n u a l  r a t e  o f  6 5  %  b e tw e e n  M a y  a n d  D e c e m b e r ,  a  
fa c t o f  c o n s id e r a b le  i m p o r t a n c e  in  t h e  f o r m a t io n  o f  d o m e s t ic  p r ic e s .
T r i p a r t i t e  w a g e  c o u n c i ls ,  o n  w h ic h  e n t r e p r e n e u r s ,  w a g e - e a r n e r s  a n d  th e  g o v e r n m e n t  w e r e  
r e p r e s e n t e d ,  w e r e  r e - e s t a b l i s h e d  to  r e g u la t e  w a g e  a d ju s tm e n ts  in  t h e  p r iv a t e  s e c to r . T h r o u g h  th e s e  
c o u n c i ls ,  t h e  g o v e r n m e n t  s e t  in  m o t i o n  a  m e c h a n is m  w h ic h  e s ta b l i s h e d  o v e r a l l  g u id e l in e s  fo r  w a g e  
in c r e a s e s  e v e ry  f o u r  m o n t h s .  T h e s e  w e r e  m a x im u m  in c r e a s e s  f o r  p u r p o s e s  o f  t h e i r  t r a n s f e r  to  p r ic e s  
b u t  d id  n o t  r e s t r i c t  a g r e e m e n t s  r e a c h e d  b y  t h e  p a r t i e s  c o n c e rn e d .  I n  a d d i t io n ,  t h e  m e c h a n i s m  la id  
d o w n  a  p r o c e d u r e  w h e r e b y  t h e  a d ju s tm e n ts  h a d  to  b e  m a d e  in  t h e  l i g h t  o f  p r e v io u s  in f la t io n ,  a l th o u g h  
th i s  w a s  c o r r e c te d  b y  a  c o e f f ic ie n t  o f  le s s  t h a n  u n i ty ,  s in c e  d e c l in in g  in f la t io n  w a s  p ro je c te d .  H o w e v e r ,  
t h e  f in a l  r e s u l t s  r e v e a le d  t h a t  m o s t  s e c to ra l  a g r e e m e n t s  e x c e e d e d  th e  g u id e l in e s  la id  d o w n ,  a s  a  r e s u l t  
o f  w h ic h  t h e  in c r e a s e  in  w a g e s  w a s  c o n s id e ra b ly  h i g h e r  t h a n  t h a t  in  d o m e s t ic  p r ic e s .
T a b le  19
U R U G U A Y : E V O L U T IO N  O F  R E A L  W A G E S ”
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
In d e x e s  1980 =  100
R eal w ages 128.4 113.3 109.2 100.4 100.0 107.5 107.2 85.0 77.4 88.3
P u b lic  secto r 117.5 104.7 101.6 94.4 100.0 107.1 107.0 83.9 73.1 83.4
P r iv a te  sector 140.3 122.3 117.3 106.7 100.0 107.9 107.1 86.0 81.7 93.9
G ro w th ra tes
R e a l w ages -5 .8 -11.9 -3 .6 -8.1 -0.4 7.5 -0.3 -20.7 -9.0 14.1
P u b lic  secto r -3.7 -10.9 -3.0 -7.1 5.9 7.1 0.1 -21.6 -12.9 14.1
P r iv a te  sec to r -7.4 -12.8 -4.1 -9.0 -6.3 7.9 -0.7 -19.7 -5.0 14.9
Source: Department of Statistics and Censuses, Uruguay.
"Calculated on the basis of the minimum increases decreed by the government up to October 1980 and of the wages actually paid thereafter.
2 This policy involved using public enterprises as a major factor in the fiscal adjustment. The Memorandum of Agreement with IMF 
stated that the overall result of public enterprises should improve from a deficit equal to 0.5% of the gross domestic product in 1984 to a surplus 
of the same size in 1985.
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A v e r a g e  f a m ily  in c o m e  a s  m e a s u r e d  b y  t h e  h o u s e h o ld  su rv e y  in c r e a s e d  c o n s id e ra b ly  le s s  ( 6 % )  
in  r e a l  t e r m s  t h a n  r e a l  w a g e s . T h is  w a s  d u e  in  p a r t  to  t h e  6 %  fa ll in  t h e  p u r c h a s in g  p o w e r  o f  t h e  
a v e r a g e  p e n s i o n e r ,  a s  w e l l  a s  to  t h e  fa c t  t h a t  t h e  r e a l  in c o m e  o f  o w n - a c c o u n t  w o r k e r s  p r o b a b ly  
in c r e a s e d  m o r e  s lo w ly  t h a n  t h a t  o f  w a g e - e a r n e r s .
5. M o n e t a r y  a n d  f i s c a l  t r e n d s
T h e  f in a n c ia l  p r o g r a m m e  a g r e e d  u p o n  w i th  t h e  IM F, w h ic h  c a m e  in to  fo rc e  a t  t h e  m id d le  o f  th e  y e a r ,  
p r o v id e d  f o r  tw o  c le a r ly  d i s t in c t  p e r io d s  in  t h e  f isca l a n d  m o n e ta r y  s p h e r e s  d u r in g  1 9 8 5 . T h e  n e w  
g o v e r n m e n t  to o k  o ffice  o n  1 M a r c h  a n d  a lre a d y  b y  t h e  m id d le  o f  A p r i l  a ll t h e  a u th o r i t i e s  r e s p o n s ib l e  
f o r  t h e  e c o n o m ic  a n d  f in a n c ia l  s p h e r e  h a d  b e e n  a p p o in t e d  ( M in is t r y  o f  t h e  E c o n o m y , O ffice  o f  
P l a n n i n g  a n d  th e  B u d g e t,  C e n tr a l  B a n k  a n d  B a n k  o f  t h e  R e p u b l ic ) .  A  n u m b e r  o f  i s o la te d  m e a s u r e s  
w e r e  t a k e n  in  M a y  a n d  J u n e ,  m o s t  o f  t h e m  a im e d  a t  r e d u c in g  t h e  f isc a l d e f ic it , b u t  g o v e r n m e n t  a c t io n  
o f  a  m o r e  g lo b a l  im p a c t  d id  n o t  t a k e  s h a p e  u n t i l  t h e  s ta n d b y  c r e d i t  p r o g r a m m e  a g r e e d  u p o n  w i th  t h e  
F u n d  w a s  p u t  i n to  e ffec t.
a )  M onetary policy
A s  m e n t i o n e d  a b o v e ,  m o n e ta r y  p o lic y  w a s  d e s ig n e d  to  m a k e  i t  p o s s ib le  to  b r in g  in f la t io n  d o w n  
g r a d u a l ly  to  a  r a t e  o f  6 0 %  a  y e a r  in  t h e  p e r io d  J u ly  1 9 8 5 -Ju n e  1 9 8 6  a n d  to  o n e  o f  4 5  %  d u r in g  th e  y e a r  
198 6  a s  a  w h o le .  T o  th i s  e n d ,  a  51 %  in c r e a s e  in  M 2 d u r in g  th e  p e r io d  f ro m  Ju ly  1985 to  J u n e  1 9 8 6  a n d  
a  4 5 %  in c r e a s e  fo r  1 9 8 6  w e r e  se t  a s  m o n e ta r y  o b je c tiv e s .
H o w e v e r ,  t h e  e x t e n t  to  w h ic h  th e  p r o g r a m m e  t a r g e t s  w a s  m e t  w a s  to  b e  a s s e s s e d  u p o n  t h e  b a s is  
o f  t h e  e v o lu t io n  o f  t h e  n e t  d o m e s t ic  a s s e ts  o f  t h e  C e n t r a l  B a n k  r a t h e r  t h a n  o n  t h e  b a s is  o f  t h e  b r o a d  
c o n c e p t  o f  m o n e y .  C o n s e q u e n t ly ,  c e i l in g s  w e r e  s e t  o n  t h e  m a x im u m  v a r i a t i o n  o f  t h e  n e t  d o m e s t ic  
c r e d i t  o f  t h e  C e n t r a l  B a n k  a n d  o f  i ts  i n t e r n a t io n a l  r e s e r v e s ,  a n d  th u s  l im i ta t io n s  w e r e  a lso  se t  o n  th e  
e x p a n s io n  o f  t h e  m o n e ta r y  b a s e .
R e f in a n c in g  t h e  e x t e r n a l  d e b t  a n d  o b ta in in g  f u r th e r  lo a n s  ( " f r e s h  m o n e y " )  w e r e  d e c is iv e  
f a c to r s  in  m e e t i n g  t h e  p r o g r a m m e 's  t a r g e t  a n d  w e r e  l in k e d  to  t h e  " t r a n s f e r  p r o b le m "  c a u s e d  b y  
s e r v ic in g  t h e  p u b l ic  s e c to r 's  e x t e r n a l  d e b t .
T h is  p r o b l e m  c o n s t i t u t e s  o n e  o f  t h e  b a s ic  r e s t r i c t i o n s  o n  th e  e c o n o m y  o f  U r u g u a y  a n d  is  in  s o m e  
w a y s  s im i la r  to  t h e  p r o b l e m  e n c o u n te r e d  b y  G e r m a n y  f o l lo w in g  th e  F i r s t  W o r ld  W a r  a s  a  c o n s e ­
q u e n c e  o f  i t s  p a y m e n t  o f  r e p a r a t io n s .
A t  t h e  b e g in n in g  o f  t h e  y e a r  i t  w a s  e s t im a te d  t h a t  p a y m e n t  o f  i n t e r e s t  a lo n e  o n  t h e  f o r e ig n  
c u r re n c y  d e b t  o f  t h e  p u b l ic  s e c to r  ( in c lu d in g  t h e  C e n t r a l  B a n k )  w a s  e q u a l  to  8 %  o f  t h e  g r o s s  d o m e s t ic  
p r o d u c t .  S in c e  t h e  t a r g e t  f o r  t h e  to t a l  d e f ic i t  w a s  6 % , i t  w a s  n e c e s s a ry  to  e a r n  a  f isc a l s u r p lu s  b e fo re  
p a y in g  in te r e s t .  T h is  n e e d  c o n s t i t u t e d  w h a t  w a s  k n o w n  a s  th e  " b u d g e ta ry  p r o b le m " .  H o w e v e r ,  i t  w a s  
a ls o  n e c e s s a ry  to  c h a n g e  t h e  fu n d s  e a r n e d  in  lo c a l  c u r re n c y  in to  f o r e ig n  c u r re n c y ,  in  o r d e r  to  m a k e  th e  
i n t e r e s t  p a y m e n t s .  H e r e i n  lie s  t h e  " t r a n s f e r  p r o b le m " ,  w h ic h  is  d i r e c tly  l in k e d  to  m o n e ta r y  p o lic y . A n  
a t t e m p t  to  i s s u e  e n o u g h  c u r re n c y  to  p u r c h a s e  t h e  f o r e ig n  e x c h a n g e  n e e d e d  to  p a y  a ll t h e  i n t e r e s t  o w e d  
o n  th e  e x t e r n a l  d e b t ,  w o u ld  r e s u l t  in  a  m o n e ta r y  e x p a n s io n  e q u a l  to  8 %  o f  t h e  g ro s s  d o m e s t ic  p r o d u c t ,  
a n d ,  a s  t h e  m o n e ta r y  b a s e  w a s  e q u a l  to  b a r e ly  5 %  o f  t h e  p r o d u c t ,  s u c h  a  m o v e  w o u ld  h a v e  a n  
in f la t io n a r y  im p a c t  c o n s id e ra b ly  in  e x c e s s  o f  1 0 0 % . T h is  e x p la in s  t h e  n e e d  to  o b t a in  e x t e r n a l  lo a n s  in  
o r d e r  to  r e d u c e  t h e  s iz e  o f  t h e  " t r a n s f e r  p r o b le m "  w h i le  a t  t h e  s a m e  t im e  m a k in g  t h e  f isc a l a d ju s tm e n t  
r e q u i r e d  to  r e d u c e  t h e  " b u d g e ta r y  p r o b le m "  a s  f a r  a s  p o s s ib le .
T h e  in c r e a s e d  d e m a n d  f o r  n a t io n a l  c u r re n c y  t o g e t h e r  w i th  a  c h a n g e  in  t h e  c a s h  r e s e r v e s  o f  
p r i v a t e  b a n k s ,  w h ic h  le d  to  a n  in c r e a s e  in  t h e  b a n k in g  m u l t i p l i e r ,  c a u s e d  th e  m o n e y  s u p p ly  to  in c r e a s e  
m o r e  r a p id ly  t h a n  h a d  b e e n  a n n o u n c e d  b y  t h e  n e w  f in a n c ia l  a u th o r i t i e s  w h e n  th e y  to o k  o ffice . 
M o r e o v e r ,  t h e  c o n s id e r a b le  a m o u n t  o f  B a n c o  d e  la  R e p ú b l ic a  fu n d s  w h ic h  w e r e  r e n d e r e d  u n p r o d u c ­
t iv e  r e p r e s e n t e d  a  s ig n i f ic a n t  a b s o r p t io n  fa c to r .
T h e  h ig h ly  in f la t io n a r y  e x p e c ta t io n s  h a r b o u r e d  b y  e c o n o m ic  a g e n ts  d u r in g  th e  f i r s t  m o n t h s  o f  
t h e  y e a r  h a d  b e e n  r e f le c te d  in  a n  in c r e a s e  in  t h e  v e lo c ity  o f  c i r c u la t io n ,  th e r e b y  r e in f o r c in g  th e  
t e n d e n c y  to  a c c e le ra te  w h ic h  h a d  b e e n  o b s e r v e d  s in c e  e x c h a n g e  r e g u la t io n s  h a d  b e e n  a l t e r e d  a t  t h e  
e n d  o f  1982 . H o w e v e r ,  t h e s e  e x p e c ta t io n s  w e r e  r e v e r s e d  a s  a  r e s u l t  o f  t h e  a n n o u n c e m e n t  o f  t h e  
f in a n c ia l  p r o g r a m m e  f o r  1 9 8 5 /1 9 8 6  (w h ic h ,  a s  in d ic a te d  a b o v e , se t  a  t a r g e t  o f  6 0 %  in f la t io n  fo r  t h e  
p e r io d  Ju ly  1 9 8 5 -Ju n e  1 9 8 6  w h i le  a t  t h e  s a m e  t im e  c a l l in g  f o r  a n  im m e d ia te  f isc a l a d ju s tm e n t  a n d  fo r
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the monitoring of purchases of foreign currency by the Central Bank and the Banco de la República as 
well as for measures to take such currency out of circulation) and of the example set by the application 
of the Austral Plan in Argentina. Thus, towards the middle of the year forecasts of price rises had 
fallen considerably and were extremely close to official targets. Consequently, two things happened 
simultaneously. First of all, dollar deposits, which had grown from November to April but had 
subsequently shown some tendency to decline, appeared to be clearly on the rise after July. At the 
same time, the decline which had been observed in deposits in national currency since 1982 ended, 
and, by the end of the year, such deposits had risen by 4% in real terms. This, together with the real 
increase in money outside banks, led to an increase in the monetization of the economy; thus, between 
1984 and 1985 the M,/GDP coefficient rose from 6.8% to 7.9% while that of M2/GdP increased from 
18% to 20% (see table 20).
Moreover, in the middle of August, the rules applied to private banks in respect of cash reserves 
were simplified, a change which led to a net 4% reduction in cash reserves held against deposits in 
local currency. This, for its part, allowed private commercial banks to create more bank money. The 
results were not quickly observable as the Banco de la República continued to increase its deposits in 
the Central Bank (these rose by 11.2 billion new pesos during the year, or by 143 %) while the amount 
issued outside the Central Bank rose by 12.7 billion new pesos over the same period. These figures 
clearly indicate the impact of the measure carried out by the Banco de la República to render money 
barren in accordance with the policy agreed upon with the Central Bank and aimed at lessening the 
impact of monetary expansion on domestic inflation.
In this context, the money supply expanded rapidly, exceeding the targets which had been 
announced by the monetary authorities. During the year, M, expanded by 102%, M2 grew by 91 % and 
the amount of money issued rose by 75% (see table 21). The main factor in the expansion of the 
amount of money issued was the need to purchase the foreign currency required for meeting interest 
payments (which are responsible for most of the para-fiscal deficit). The amount of money issued for 
this purpose increased by the equivalent of 121 % of the issue recorded at the end of the previous year. 
Public-sector credit, for its part, accounted for an increase of 69% in the amount issued despite the 
satisfactory sales of government securities during the year. Noteworthy among absorption factors 
were the barren money held by the Banco de la República and the loss of net international reserves 
(see table 22).
Within the banking system as a whole, there was an increase in deposits by the public in both 
domestic and foreign currency, while the amount of credit granted remained at levels similar to those 
of the previous year. Although, interest rates on deposits in local currency and the domestic price
Table 20
U R U G U A Y : M A I N  M O N E T A R Y  R A T IO S
(Percentages o f  gross domestic product)"
Y ear
M oney
o u tsid e




d ep o s its
d /c
M 2
D e p o s its  . 
f/c
P e rc e n ta g e  o f  M ,
T im e
d ep o s its  d /c
D e p o s its
f/c
1976 5.2 8.7 5.2 13.9 5.2 27.1 27.1
1977 4.8 7.8 5.5 13.3 9.0 24.7 40.4
1978 4.7 7.9 7.6 15.5 11.8 27.8 43.2
1979 4.3 7.7 9.7 17.4 11.0 34.1 38.7
1980 4.5 7.9 12.3 20.2 11.1 39.3 35.5
1981 4 .6 7.5 13.6 21.1 15.1 37.7 41 .6
1982 5.4 8.2 15.1 23.3 32.6 27.1 58.3
1983 4.4 6.5 12.0 18.5 33.8 23.0 64.6
1984 4.1 6.8 11.4 18.2 35.9 21.0 66.4
1985* 4 .6 7.9 12.1 20.0 40 .0 20.2 66.7
Source: ECLAC, on the basis of data provided by the Central Bank of Uruguay. 
"Based on annual averages calculated from end-of-years data. ’Preliminary.
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Table 21
U R U G U A Y : M A IN  M O N E T A R Y  V A R IA BLES
(In billions of new pesos)
E n d  o f
M oney
o u tsid e
b an k s
(1)
C u rre n t
accoun t




( 3 ) = ( l ) + ( 2 )
T im e
d ep o s its
d /c .
(4)
S ub to ta l
M 2
(5 )= (3 )+ (4 )





(7 )= (5 )+ (6 )
1975 0.5 0.4 0.9 0.4 1.3 0.3 1.6
1976 0.8 0.5 1.3 0.9 2.2 1.0 3.2
1977 1.1 0.7 1.8 1.3 3.1 2.6 5.7
1978 1.8 1.3 3.1 3.4 6.5 4.7 11.2
1979 3.2 2.6 5.8 7.8 13.6 8.0 21.6
1980 5.1 3.6 8.7 14.9 23-6 12.5 36.1
1981 6.1 3.5 9.6 18.5 28.1 24.4 52.5
1982 7.9 3.6 11.5 20.4 31.9 59.4 91.3
1983 8.4 4.4 12.8 24.4 37.2 66.6 103.8
1984 12.1 7.9 20.0 33.7 53.6 106.0 159.6
1985 23.4 16.9 40.3 62.3 102.6 205.4 307.9
Source: ECLAC, un the basis of data provided by the Central Bank of Uruguay.
T ab le  22
U R U G U A Y : F A C T O R S  G O V E R N I N G  T H E  E X P A N S IO N  
A N D  A B S O R P T I O N  O F  R O N G Y
(As a percentage of the currency issued on 31 december 1984)
P e rc e n ta g e
Issu e 75.2
E x p a n s io n 206 .5
C red it to  th e  pub lic -sec to r 69.0
C red it to  th e  financia l-sec to r 16.3
P ara-fiscal deficit and o th e rs 121.2
A b s o rp t io n -131 .3
N e t  m o n e ta ry  rese rv es -38.9
C red it to  th e  p r iv a te  sector -11.3
S ig h t d e p o s its  in  B anco  de la  R e p ú b lica -66.2
S ig h t d ep o s its  in  p r iv a te  banks -13.1
O th e rs
Source: ECLAC, on the basis of data provided by the Central Bank of Uruguay.
-1.8
in d e x  e v o lv e d  in  a  w a y  t h a t  t h e  re a l  i n t e r e s t  r a te  p a id  b y  th e  s y s te m  w a s  n e g a t iv e  e x c e p t  d u r in g  th e  
s e c o n d  q u a r te r  ( se e  ta b le  2 3 ) ,  d e p o s i ts  in  n a t io n a l  c u r re n c y  in c r e a s e d  b y  a p p r o x im a te ly  4 %  in  
c o n s t a n t  t e r m s .  S im u l ta n e o u s ly ,  th e  p a y m e n t  o f  i n te r e s t  in  fo re ig n  c u r re n c y  a t  i n te r n a t io n a l ly  
c o m p e t i t iv e  r a te s  a n d  th e  r e n e w a l  o f  p u b l ic  c o n f id e n c e  h e lp e d  b r in g  a b o u t a  15 %  in c re a s e  in  d e p o s i ts  
in  f o r e ig n  c u r re n c y . N e v e r t h e l e s s ,  th i s  e x p a n s io n  in  th e  fu n d s  a v a i la b le  to  th e  b a n k in g  s y s te m , w a s  
n o t  m a tc h e d  b y  a n  in c r e a s e  in  p r iv a t e - s e c to r  c r e d i t ,  w h ic h  r e m a in e d  a t  th e  s a m e  le v e l a s  d u r in g  th e  
p r e v io u s  y e a r  ( s e e  ta b le  2 4 ) .  T h u s ,  c o m m e rc ia l  b a n k s  in c r e a s e d  th e i r  in te r n a t io n a l  r e s e r v e s  b y  
a p p r o x im a te ly  U S $ 2 0 0  m il l io n .
S e v e ra l  f a c to rs  a c c o u n te d  fo r th e  b e h a v io u r  o f  p r iv a te - s e c to r  c re d it . O n  th e  o n e  h a n d ,  d e m a n d  
fo r  c r e d i t  w a s  s la ck  as a  r e s u l t  o f  th e  h ig h  le v e l o f  d o m e s tic  in d e b te d n e s s  a s  w e ll as o f  th e  s t a g n a t io n  in
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Table 23
U R U G U A Y : R A T E  O F  IN T E R E S T  O N  D E P O S IT S
(In domestic currency)
1984 1985
I II III IV I II III IV
N o m in a l ra te 64.4 68.4 68.0 75.2 89-2 86.2 77.0 74.4
P ric e  v a ria tio n s" 82.2 67.1 47.6 76.8 93.7 73.4 89.0 77.2
R eal ra te -9 .8 0.8 13.8 -0.9 -2.3 7.4 -6.3 -1.6
Source: ECLAC, on the basis of data provided by the Central Bank and the Department of Statistics and Censuses. 
"Variation shown by the consumer price index in the following quarter (annual rate).
T ab le  24
U R U G U A Y : C R E D IT  P R O V I D E D  B Y  T H E  B A N K IN G  S Y S T E M  
T O  T H E  P R IV A T E  S E C T O R
B illio n s o f  n ew  pesos P ercen tag es"
C u rre n t p rices C onstam : prices C red it as C red it as a
A t end  o f a  percen t- p ercen tag e : o f  to ta l
D o m e s tic F o re ig n D o m estic F o re ig n T ota l In d ex age o f D o m estic F o re ig n
currency currency currency currency p ro d u c t cu rrency currency
1978 4.7 4.1 4.7 4.1 8.8 100.0 22.3 53.9 46.1
1979 10.5 8.6 5.7 7.1 12.8 145.5 24.2 54.9 45.1
1980 18.6 15.6 7.1 11.0 18.1 205 .7 28.9 45 .6 54.4
1981 24.7 22 .9 7.3 13.9 21.2 240.9 33.4 51.9 48.1
1982 26.2 73.6 6.4 18.2 24.6 279.5 57.3 26.3 73.7
1983 30.4 82.5 4.9 13.5 18.4 209.1 56.5 26.9 73.1
1984 43.3 127.1 4.2 12.3 16.5 187.5 48.0 25.4 74.6
1985 65.0 225 .8 3.5 12.6 16.1 183.0 45.0 22.4 77.6
Source: ECIAQx^« the basis of data provided by the Central Bank of Uruguay. 
"Excluding the Banco Hipotecario del Uruguay.
T ab le  25
U R U G U A Y : C E N T R A L  G O V E R N M E N T  IN C O M E , E X P E N D I T U R E  A N D  D E F IC IT
Y ear
M illions o f  n ew  pesos A s a  p e rc e n ta g e  o f  G D P
D eficit
In co m e E x p e n d itu re B a lance In co m e E x p e n d itu re B a lance
cen tag e  o f  
e x p e n d itu re
1976 1 722 2  047 -325 13.6 16.2 -2.6 15.9
1977 2  938 3 178 -240 14.8 16.0 -1.2 7.6
1978 4  350 4  751 -401 14.1 15.4 -1.3 8.4
1979 8 424 8 301 123 14.5 14.4 0.1 -
1980 14 955 14 880 75 16.1 16.1 - -
1981 21 260 21 377 -117 17.4 17.5 -0.1 0.5
1982 19 552 30 761 -11 209 15 2 23.9 -8.7 36.4
1983 29  486 36 897 -7 411 15.6 19.6 -4.0 20.1
1984 39 797 55 473 -15 676 13.5 18.8 -5.3 28.3
1985 76 787 91 425 -14 638 14.9 17.8 -2.9 16.0




URUGUAY: CENTRAL GONVERMENT INCOME A N D  EXPENDITURE
B illions o f  n ew  peso: G ro w th  ra tes
1982 1983 1984 1985 1983 1984 1985 1985°
C u rre n t  in co m e 
In te rn a l taxes 
O n  p ro d u c tio n  and 
tra n sa c tio n s  
V alue  added 
F ue ls  
T obacco
O th e r  in d ire c t taxes 
O n  incom e 
O n  w e a lth  
O th e rs
Less: d o cu m en ts  received
T ax es  o n  e x te rn a l tra d e  
O n  im p o rts  
O n  ex p o rts
C u s to m s and o th e r  d u ties 
O th e r  incom e
C u r r e n t  e x p e n d i tu re  
R e m u n e ra tio n s  1
Social security  c o n tr ib u tio n s  ' 
and  assis tan ce  
P u rc h a se  o f  g o ods and 
se rv ices
In te re s t  on  p ub lic  deb t 
O th e rs
C u rre n t sav ing
In v e s tm e n t
T o ta l  e x p e n d i tu r e
T ota l deficit (-) o r su rp lu s (+ ) 
F in an c in g
N e t  C e n tra l B a n k /
B R O U  cred it 
N e t  sale o f  bills 
O th e rs
E x te rn a l loans
19 552 2 9  4 8 6 39  797 76  787
13 487 18 214 28  187 58 402
12 758 16 753 27  259 54 179
7 970 9 718 15 942 30 218
1 9 9 7 3 609 5 908 12 125
1 535 2  046 2  672 4  897
1 256 1 380 2  737 6 937
2  028 3 147 2  942 4  764
129 3 2  074 1935 4  369
134 113 169 538
-2 414 -2 964 -4 021 -5 4 4 8
2  669 4  582 5 917 10 227
2  281 2  357 4  337 8 348
- 1951 1 066 960
388 274 515 919
3 396 6 690 5 693 8 158
27  503 33 159 50 560 83 612
2 1 5 7 3 24 522 3 1 4 2 0 53 837
3 526 4  112 6 944 11 185
810 2  236 5 285 10 510
1 594 2  289 6 911 7 787
-7 951 -3 673 -10 263 -6 825
3 258 3 738 4  913 7 813
30 761 36 897 55 473 91 425
-11 210 -7 411 -15 676 -14 638
11 210 7 411 15 676 14 638
8 915 5 765 7 470 14 0 5
1 680 1 557 9 413 16 053
815 532 -271 -760
-201 -444 -936 -2 060
50.8 35 .0 92 .9 12.0
35.0 54.8 107.2 20.3
31.3 62.7 98.8 15.4
21 .9 64.0 89.5 10.0
80.7 63.7 105.2 19.2
33.2 30.6 83.3 6.4
9.9 98.3 153.5 47.2
55.2 -6.5 61.9 -6.0
60.4 -6.7 125.8 31.1
-15.7 49 .6 218.3 84.8
22.8 35.7 35.5 -21.3
71.6 29.1 72.8 0.3
3.3 84.0 92.5 11.8
- -45.4 -10.1 -47.7
-29.4 88.0 78.4 3.6
97.0 -14.9 43 .3 -16.8
20 .6 52.5 65.4 -3 .9
13.7 28.1 71.3 -0.5
16.6 68.9 61.1 -6.4
176.0 136.4 98.9 15.5
43.6 201 .9 12.7 -34.5
14.7 31.4 59.0 -7.7
19.9 50.3 64 .8 -4 .3
Source: ECLAC, on the basis of data provided by the Central Bank of Uruguay and the Ministry of Economy and Finance. 
"Real growth rate.
production and the positive real rates of interest charged by banks. On the other hand, commercial 
banks showed no desire to grant credit to over-indebted firms with a poor record of meeting their 
financial commitments. Finally, the global refinancing scheme was not defined until the end of the 
year. Thus the interest rate set by the Central Bank in respect of loans remained at a level of 95 % a 
year throughout most of the year and was not made more liberal until the end of December in 
fulfillment of the commitment made to IMF. However, this had no marked consequences as the slack 
demand for credit and downward trend in rates on deposits made it possible even to slightly reduce 
the nominal rates charged by banks.
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b )  Fiscal policy
i)  The overall deficit. F is c a l  a d ju s tm e n t  w a s  a  p r io r i t y  in  t h e  n e w  g o v e r n m e n t 's  p r o g r a m m e .  
T h e  p r o n o u n c e d  p u b l ic - s e c to r  d e f ic i t  w h e n  th e  n e w  g o v e r n m e n t  to o k  o ff ic e 3 a n d  th e  d a n g e r  o f  
i n f la t io n  i t  r e p r e s e n t e d  in  a  s i t u a t io n  m a r k e d  b y  h ig h ly  in f la t io n a r y  e x p e c ta t io n s  a n d  b y  a  m o n e ta r y  
b a s e  w h ic h  h a d  c o n s ta n t ly  s h r u n k  u n t i l  i t  r e p r e s e n t e d  b a re ly  5 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  
p e r s u a d e d  t h e  a u th o r i t i e s  to  im m e d ia te ly  ta c k le  t h e  p r o b le m  o f  r e d u c in g  t h e  d e f ic i t  o f  t h e  n o n ­
f in a n c ia l  p u b l ic  s e c to r .
A n  a t t e m p t  w a s  m a d e  to  b r i n g  a b o u t  a d ju s tm e n t  b y  ra p id ly  i n c r e a s in g  f isc a l p r e s s u r e  a n d  
r a i s i n g  t h e  r a t e s  o f  p u b l ic  e n t e r p r i s e s ,  w h i le  e n d e a v o u r in g  n o t  to  in c r e a s e  e x p e n d i tu r e  in  r e a l  te r m s .
T h e  f in a l  r e s u l t s  r e v e a l  t h a t  t h e  o b je c t iv e s  p u r s u e d  w e r e  to  a  l a r g e  e x t e n t  a c h ie v e d . T h u s ,  t h e  
d e f ic i t  o f  t h e  c e n t r a l  g o v e r n m e n t  s h r a n k  so  r a p id ly  t h a t  b y  th e  e n d  o f  1985 i t  a m o u n te d  to  t h e  
e q u iv a l e n t  o f  2 .9 %  o f  t h e  p r o d u c t  a n d  1 6 %  o f  e x p e n d i tu r e ,  w h i le  th e s e  p r o p o r t i o n s  h a d  b e e n  5 .3 %  
a n d  2 8 .3 % ,  r e s p e c t iv e ly ,  in  1984  ( s e e  t a b le  2 5 ) .  M o r e o v e r ,  i t  is  e s t im a te d  t h a t  p u b l ic  e n t e r p r i s e s  
e n d e d  t h e  f in a n c ia l  y e a r  w i th  b a la n c e d  b u d g e ts .  F in a l ly ,  t h e  fa ll in  i n t e r n a t io n a l  i n t e r e s t  r a te s  lo w e r e d  
t h e  C e n t r a l  B a n k 's  p a r a - f i s c a l  d e f ic i t  b y  a n  a m o u n t  e q u a l  to  0 .8 %  o f  t h e  p r o d u c t ,  t h e  B a n k 's  d e b t  b e in g  
e q u iv a l e n t  to  a p p r o x im a te ly  4 0 %  o f  t h e  p r o d u c t  a n d  i n t e r e s t  r a te s  h a v in g  d e c l in e d  b y  a p p r o x im a te ly  
2% .
T h u s ,  t h e  o v e r a l l  p u b l ic - s e c to r  d e f ic i t  in  1985 w o u ld  a p p e a r  to  h a v e  b e e n  e q u iv a le n t  to  r a t h e r  
m o r e  t h a n  7 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  a n d  to  h a v e  b e e n  a t t r ib u t a b l e  to  a  n o n - f in a n c ia l  
p u b l ic - s e c to r  d e f ic i t  e q u a l  to  3 %  o f  p r o d u c t  a n d  to  t h e  d e f ic i ts  o f  t h e  B a n c o  H ip o te c a r io  d e l U ru g u a y  
( 1 % )  a n d  th e  C e n t r a l  B a n k  ( 3 .2 .% ) .
ii)  The central government. T h e  p r o n o u n c e d  s h r in k a g e  in  t h e  f isc a l d e f ic i t  w a s  t h e  r e s u l t  o f  
g r o w th  o f  a lm o s t  1.5 %  in  in c o m e  a n d  o f  a  d e c l in e  o f  1 %  in  e x p e n d i tu r e .  T h u s ,  w h i le  a n  e n d  w a s  p u t  
to  t h e  d o w n w a r d  t r e n d  w h ic h  h a d  c h a r a c te r i z e d  in c o m e  s in c e  1 9 8 1 , t h e  s h a re  o f  g o v e r n m e n t  
e x p e n d i t u r e  in  t h e  d o m e s t ic  e c o n o m y  c o n t in u e d  to  d e c l in e  g ra d u a lly  ( se e  ta b le  2 5 ) .
T o ta l  c u r r e n t  in c o m e  g r e w  b y  1 2 %  in  r e a l  t e r m s  d u r in g  1 9 8 5 . A l th o u g h  in c o m e  ta x  r e t u r n s  fe ll 
b y  6 % , r e v e n u e  f ro m  a ll  o t h e r  t a x e s  o n  d o m e s t ic  a c tiv i ty  in c r e a s e d  c o n s id e ra b ly  ( 2 0 % )  a t  c o n s t a n t  
v a lu e s .  T h e  t a x e s  m a in ly  a c c o u n ta b le  f o r  t h i s  in c r e a s e  in  r e v e n u e  w e r e  fu e l ta x e s ,  i n h e r i t a n c e  ta x e s  
a n d  t a x e s  o n  t h e  s a le  o f  f o r e ig n  c u r re n c y .  In  c o n t r a s t ,  t a x e s  o n  e x t e r n a l  t r a d e  r e m a in e d  a t  v i r tu a l ly  t h e  
s a m e  le v e l  a s  d u r in g  t h e  p r e v io u s  y e a r  ( se e  ta b le  2 6 ) .
T a b le  27
U R U G U A Y : S T R U C T U R E  O F  C E N T R A L  G O V E R N M E N T  E X P E N D I T U R E  *
(Percentages)
1978 1979 1980 1981 1982 1983 1984 1985
T o ta l 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
R e m u n e ra tio n s "  
C o n tr ib u tio n s  and  social
55.0 53.0 63.5 63.9 30.7 30.0 26.4 29.9
security  tra n s fe rs 39.4 36.5 30.2 29.0
P u b lic  sec to r tra n sfe rs 7.2 12.7 5.3 4.1 4.8 5.8 12.2 8.5
N o n -p e rs o n a l  e x p e n d itu re 16.1 16.8 16.6 17.6 11.5 11.1 12.5 12.2
In te re s t  p a y m e n ts 5.5 4.3 2.2 1.9 2.6 6.1 9.5 11.5
C ap ita l e x p e n d itu re 14.9 12.5 12.1 12.0 10.6 10.1 8.9 8.5
O th e r 1.3 0.7 0.3 0.5 0.4 0.4 0.3 0.4
Source: Up to 1981, Office of the Account ant-General. As from 1982, combined figures prepared by the National Treasury and the Officeof the 
Account ant-General.
"Up to 1981, remunerations includes contributions and social security transfers. Includes advances, subsidies, grants and National
Housing Fund.




URUGUAY: BREAKDOWN OF EXPENDITURE BY FUNCTION
(Percentages)
1978 1979 1980 1981 1982 1983 1984 1985
T o ta l  e x p e n d i tu r e 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
G en era l p u b lic  serv ices 14.9 17.9 15.9 14.6 11.5 12.9 11.2 12.8
D efence 13.1 15.5 14.9 18.2 14.8 14.8 11.8 11.4
E d u ca tio n 11.7 13.4 12.1 11.0 9.8 8.4 7.5 8.5
H e a lth 7.2 6.2 6.7 5.4 5.3 5.4 6.0 6.6
Social security  
H o u s in g  and  co m m u n ity
20.7 14.5 30.2 31.3 39.5 37.9 31.6 31.4
se rv ices 2.8 2.4 2.2 2.0 1.2 1.0 1.1 1.4
E co n o m ic  serv ices 23.0 25.5 15.8 14.5 12.9 12.8 11.5 12.2
O th e r  serv ices 6.6 4.7 2.2 3.0 5.0 6.8 19.3 15.7
Source: Ministry of Economics and Finance.
Total expenditure fell by slightly more than 4% in real terms, as a consequence of the 
significant reduction in purchases of goods and services (-6.5%), in transfers to decentralized bodies 
(-34.5%) and in investment (almost -8%). On the other hand, expenditure on interest due on the 
public debt increased by 15.5 % and represented 11.5 % of total expenditure, one third higher than the 
figure for investment expenditure. Remunerations also rose in real terms thereby increasing their 
share of total expenditure (see table 27). As social security transfers declined, the total figure for 
remunerations and contributions and transfers to social security —which represent 60% of total 
expenditure— shrank by 0.5% at constant values.
The structure of Central Government and Social Security expenditure by function also revealed 
a number of changes during 1985, such as increases in the share of expenditure on general public 
services, economic services, education and health, and shrinkages in expenditure on defence and in 
miscellaneous expenditure. Thus, the major items of expenditure in 1985 were social security (31%),4 
interest and other payments (16%),general public services (13%) and economic services (12%) (see 
table 28).
As a consequence of the increase in expenditure and the shrinkage in outlays, the deficit was 
considerably reduced, falling from 28% of expenditure in 1984 to 16% in 1985. Moreover, the 
operating deficit of the central government before payment of interest was the equivalent of barely 
4.5% of total expenditure and 0.8% of the gross domestic product.
The way in which the deficit was financed also helped to lower inflationary pressure. The 
successful sale of government securities considerably reduced the need for financial assistance from 
the Central Bank, although on the other hand, it led to an increase in the amount paid in interest.
The sale of dollar securities both short term (Treasury Bills) and long term (Treasury Bonds) 
was even higher than the deficit, by 10%. Factors contributing to this result included the recovery of 
public confidence in securities issued by the State, the offer of competitive interest rates, the total 
fluidity and liquidity of these securities on the secondary market and the decline in international 
interest rates. Thus, during the year, bonds worth US$95 million and treasury bills worth US$105 
million were sold.
The government therefore made little use of the credit available from the Central Bank and the 
Banco de la República (which financed barely 10% of the deficit) and reduced its external indebted­
ness as well as other commitments by an amount equal to 19% of the deficit (see table 26).
4 Social security expenditure includes only the financial assistance granted to the system; 
allowances paid but only for the operating deficit covered.




1. R e c e n t  e c o n o m i c  t r e n d s :  I n t r o d u c t i o n  a n d  s u m m a r y
F o r  t h e  e c o n o m y  o f  V e n e z u e la ,  t h e  y e a r  1985  r e p r e s e n t e d  th e  c o n t in u a t io n  o f  t h e  a d ju s tm e n t  w h ic h  
h a d  b e e n  s t a r t e d  tw o  y e a r s  p r e v io u s ly  to  r e s to r e  e x t e r n a l  a n d  i n t e r n a l  m a c r o -e q u i l ib r ia .  T h e  p o lic y  
p u r s u e d  — r e n e g o t i a t i o n  o f  t h e  e x t e r n a l  d e b t  a n d  e x c h a n g e  r a t e  d e v a lu a t io n ,  o n  th e  o n e  h a n d ,  a n d  
s ta b i l i z a t i o n  o f  p u b l ic  f in a n c e s  t h r o u g h  s t r i c t  m o n e ta r y  a n d  f isc a l c o n t r o l ,  o n  t h e  o th e r ,  y ie ld e d  v e ry  
p o s i t i v e  r e s u l t s  in  t h e  e x t e r n a l  s e c to r . T h u s ,  t h e  b a la n c e - o f - p a y m e n ts  e q u i l ib r iu m  w a s  v e ry  q u ic k ly  
r e s to r e d  a n d  c o n s id e r a b le  in c r e a s e s  w e r e  e v e n  o b ta in e d  in  t h e  n e t  i n t e r n a t io n a l  r e s e r v e s .  L ik e w is e ,  in  
1985  t h e  d if f ic u lt  i n t e r n a t io n a l  c o n d i t io n s  w e r e  o v e r c o m e  a n d  c o n s id e ra b le  s u r p lu s e s  w e r e  m a i n ­
t a in e d  in  e x t e r n a l  o p e r a t i o n s .  C o n s e q u e n t ly ,  d e s p i t e  t h e  s ig n i f ic a n t  d e c l in e  in  s a le s  o f  p e t r o l e u m  
— w h ic h  a c c o u n t  f o r  9 0 %  o f  V e n e z u e la 's  e x p o r t s —  th e  t r a d e  s u r p lu s  w a s  m a in t a in e d  a b o v e  t h e  le v e l  
o f  U S $ 6  b i l l io n  ( s e e  ta b le  1 a n d  f ig u re  1). T h e  in c r e a s e  in  n e t  p a y m e n t s  o f  i n t e r e s t  o n  t h e  e x t e r n a l  
d e b t  le d  to  a  r e d u c t io n  o f  t h e  c u r r e n t  a c c o u n t  s u r p lu s  b u t  w a s  a lm o s t  c o m p le te ly  o f fs e t  b y  th e  d e c l in e  
in  t h e  c a p i ta l  a c c o u n t  d e f ic it . A s  a  r e s u l t ,  t h e  n e t  i n t e r n a t io n a l  r e s e r v e s  in c r e a s e d  b y  a b o u t  U S $ 1 .7  
b i l l io n  f o r  t h e  s e c o n d  c o n s e c u t iv e  y e a r .
A t  t h e  d o m e s t ic  le v e l ,  o n  t h e  o t h e r  h a n d ,  r e s u l t s  w e r e  m u c h  le s s  f a v o u ra b le . T h e  le v e l o f  a c tiv ity  
d e c r e a s e d  fo r  t h e  s ix th  c o n s e c u t iv e  y e a r ,  a n d  a l t h o u g h  th i s  d e c l in e  w a s  r e la t iv e ly  m o d e s t  in  s iz e  
(-1 % ) ,  t h e  r e a l  v a lu e  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  w a s  o n ly  s l ig h t ly  m o r e  t h a n  t h a t  o f  10  y e a r s  b e f o re  
( s e e  t a b le  1 a n d  f ig u re  1). T h is  r e s u l t  w a s  d u e  la rg e ly  to  t h e  v e ry  lo w  le v e l  o f  d o m e s t ic  d e m a n d ,  w h ic h  
in  t u r n  w a s  d u e  to  t h e  c a u t io u s  m o n e ta r y  a n d  f isc a l p o l ic ie s  t h a t  w e r e  m a in ta in e d .  H o w e v e r ,  m o n e ta r y  
m a n a g e m e n t  w a s  m o r e  e x p a n s io n a r y  t h a n  d u r in g  t h e  p r e v io u s  y e a r ,  p r o m o t i n g  a n  in c r e a s e  in  t h e  
m o n e ta r y  b a s e  a n d  a  d e c l in e  in  i n t e r e s t  r a te s .  F is c a l  e x p e n d i tu r e  fo r  i ts  p a r t ,  in c r e a s e d  r a t h e r  
m o d e r a te ly ,  a l t h o u g h  i t  in c lu d e d  a  sp e c ia l  i n v e s tm e n t  p r o g r a m m e  d e s ig n e d  to  r e a c t iv a te  t h e  d o m e s t ic  
e c o n o m y . N e v e r t h e l e s s ,  b e c a u s e  o f  t h e  d e la y  in  im p l e m e n t i n g  th e s e  m e a s u r e s  a n d  th e  b le a k  i n t e r n a ­
t io n a l  o u t lo o k  f o r  p e t r o l e u m ,  e c o n o m ic  a c tiv ity  o n ly  s h o w e d  a n  u p t u r n  in  c e r ta in  sp e c if ic  s e c to r s ,  su c h  
a s  a g r ic u l tu r e  a n d  m in in g .  H e n c e ,  o p e n  u n e m p lo y m e n t  r e m a in e d  h ig h  a l th o u g h  i t  d e c l in e d  s l ig h t ly  
to w a r d s  t h e  e n d  o f  t h e  y e a r . F u r t h e r m o r e ,  d e s p i t e  t h e  s p e c ta c u la r  d r o p  in  in f la t io n  t h e  s y s te m a t ic  
d e t e r i o r a t i o n  o f  r e a l  in c o m e s  w h ic h  h a d  b e g u n  in  1 9 8 0  c o n t in u e d .  T h e  r e a l  p e r  c a p i t a  p r o d u c t  s a n k  to  
t h e  lo w e s t  le v e l  in  t h e  la s t  10  y e a r s ,  so  t h a t  i t  w a s  2 8 %  lo w e r  t h a n  t h a t  o f  197 6  ( s e e  t a b le  1 a n d  
f ig u re  1).
2 . T r e n d s  i n  e c o n o m i c  a c t iv i ty
a )  Total supply and dem and
T h e  d e c l in e  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  ( -1 .2 % )  c o m b in e d  w i th  a  f u r th e r  d e c l in e  in  t h e  t e r m s  
o f  t r a d e  to  b r i n g  a b o u t  a  c o n s id e ra b le  r e d u c t io n  ( -4 % )  in  t h e  g r o s s  n a t io n a l  in c o m e , w h ic h  fe ll to  its  
lo w e s t  le v e l  s in c e  198 0  ( s e e  t a b le  2 ) .  T h e  d o w n t u r n  in  d o m e s t ic  a c tiv i ty  w a s  m a d e  w o r s e  b y  th e  s h a r p  
c o n t r a c t io n  ( -1 3 % )  in  i m p o r t s  o f  g o o d s  a n d  s e rv ic e s . C o n s e q u e n t ly ,  to ta l  su p p ly  s l ip p e d  b y  3 %  ( s e e  
ta b le  3 ). T h is  d e c l in e ,  h o w e v e r ,  a f fe c te d  e x p o r t s  — w h ic h  s h r a n k  b y  7 % —  m o r e  s e v e re ly  t h a n  
d o m e s t ic  d e m a n d ,  w h ic h  d e c l in e d  b y  2 % .
b )  Evolution o f  the main sectors
T h e  d e c l in e  in  e c o n o m ic  a c tiv ity  w a s  n o t  w id e s p re a d .  T h e  g r e a te s t  d e c l in e  ( -1 7 % )  w a s  o b s e rv e d  
in  c o n s t r u c t io n ,  w h e r e  t h e  p r o d u c t  fe ll  fo r  t h e  s ix th  y e a r  in  a  r o w  a n d  d id  n o t  e v e n  a t t a in  h a l f  o f  t h e  
le v e l  r e c o r d e d  in  1 9 8 0  ( s e e  ta b le  A). P e t r o le u m  a n d  g a s  e x t r a c t io n  a lso  s h o w e d  a  m a r k e d  d e c l in e  
( - 7 % ) .  T h e  o t h e r  g o o d s - p r o d u c in g  s e c to r s  ( m in in g ,  a g r ic u l tu r e  a n d  m a n u f a c tu r in g )  in c r e a s e d  t h e i r
629
le v e l o f  a c t iv i ty  b u t  w e re  u n a b le  to  c o m p e n s a t e  fo r th e  d e c re a s e s  in  th e  a re a s  m e n t io n e d  a b o v e . T h u s ,  
th e  to ta l  p r o d u c t io n  o f  g o o d s  fell by  1 % , b r in g in g  th e  c u m u la t iv e  d e c l in e  in  th e  la s t  fiv e  y e a r s  to  12 % 
(se e  ta b le  4 ) .
T h e  to ta l  o u tp u t  o f  s e rv ic e s ,  fo r i ts  p a r t ,  r e m a in e d  s ta g n a n t ,  e v e n  th o u g h  c o m m e r c e  an d  
t r a n s p o r t  d e c l in e d  b y  4 %  a n d  2% r e s p e c tiv e ly  ( se e  ta b le  4 ) .
i)  Agriculture. A g r i c u l tu r e  w a s  th e  a c tiv ity  w h ic h  s h o w e d  th e  g r e a te s t  d y n a m is m , g r o w in g  by  
7%, t h e  h ig h e s t  r a te  r e c o r d e d  b y  th e  s e c to r  s in c e  1977  ( s e e  ta b le  5 ). T h is  s t r o n g  g r o w th  w a s  
a t t r ib u t a b l e  la rg e ly  to  th e  e ffe c t o f  th e  in c e n t iv e s  g iv e n  s in c e  1 9 8 4 , f o re m o s t  a m o n g  w h ic h  w e r e  th e
T ab le  1
V E N E Z U E L A : M A IN  E C O N O M IC  I N D IC A T O R S
1978 1979 1980 1981 1982 1983 1984 1985°
B a s ic  e c o n o m ic  in d ic a to r s
G ro ss d o m es tic  p ro d u c t a t m ark e t 
p rices (in d ex , 1980 =  100) 100.8 103.2 100.0 99.0 97.8 92.3 91.4 90.3
P o p u la tio n  (m illio n s  o f  in h a b ita n ts )  
P e r  cap ita  g ro ss  d o m es tic  p ro d u c t
14.07 14.55 15.02 15.49 15.94 16.39 16.85 17.32
(in d ex , 1980 =  100) 107.6 106.5 100.0 96.1 92.2 84.6 81.5 78.4
G ro w th  ra te s
S h o r t- ru n  e c o n o m ic  in d ic a to r s  
G ro ss d o m e s tic  p ro d u c t 1.7 2.4 -3.1 -1.0 -1.3 -5.6 -1.0 -1.2
P e r  cap ita  g ro ss d o m es tic  p ro d u c t -1.8 -1.0 -6.1 -3.9 -4.1 -8.2 -3.7 -3.8
U rb a n  u n e m p lo y m e n t ra te  
C o n su m er p r ic e s '
5.2 5.8 6.6 6.8 7.8 10.5 14.3 14.3
D ece m b e r - D ece m b e r 7.0 20.5 19.6 11.0 7.3 7.0 18.3 5.7
V a ria tio n  b e tw een  an nual av erages 7.1 12.3 21.6 16.0 9.7 6.3 12.2 12.0
R eal w a g e s  and sa laries 8.9 2.6 -6.6 -5.7 -4.5 -0.5 -10.9 -5.8
M oney 21.0 6.7 13.7 7.1 -8.4 31.2 7.5 12.5
C u rre n t g o v e rn m e n t incom e -6.2 24 .8 25.4 47.8 -15.6 -8.2 38.2 8.8
T o ta l g o v e rn m e n t e x p e n d itu re  
F isca l d e f ic it/to ta l g o v e rn m e n t
2.0 3.5 43.0 31.9 -6.3 -9.1 18.6 12.9
e x p e n d titu re 7.5 20 .1 ' 0.8 6 .1 ' 4.4 3.5 12.4' 8 .3 '
F iscal d e f ic it/g ro ss  d o m es tic  p ro d u c t 
C u rre n t va lue  o f  e x p o r ts  o f  goods
1.9 6.1 ' 0.2 1.9e 1.2 0.9 3.2 ' 2 .2 '
and serv ices -3.6 52.6 33.5 4.9 -16.1 -9.9 5.5 -9.7
C u rre n t va lue  o f  im p o rts  o f  goods 
and  services 15.4 -6.4 6.5 13.1 14.8 -53-8 15.3 -13.4
T e rm s o f  tra d e  (goods) -13.2 30.0 34.0 9.0 -4.8 -5.0 4 .8 -1.4
M ill io n s  o f  d o lla rs
C. E x te rn a l se c to r
T rad e  b a lance  (goods and serv ices) -5 366 760 4 839 3 835 -2 077 6 745 6 223 6 019
N e t  p a y m e n ts  o f  p ro fits  and in te re s t -38 3 -328 -574 1 530 2 107 1 072 1 950
B a lance  on  c u rre n t account -5 699 370 4 749 4 026 -4 222 4 451 5 001 3 950
B alance on  cap ital account 4 635 3 729 -985 -4 047 -3 944 -4 116 -3 433 -2 279
V a ria tio n  in  n e t in te rn a tio n a l
rese rv es -1 324 4 121 4 184 1 100 -7 635 283 1 797 1 671
E x te rn a l d e b r 16 383 23 673 29 608 33 411 35 061 35 997 34 853 33 900
Source: ECLAC, on the basis of official data.
"Preliminary figures. Percentages. cIn rhe Caracas metropolitan area. Average income per employed person in urban
areas, deflated by the variation in consumer prices in the Caracas metropolitan area. 'Fiscal surplus. Including public debt plus
State-guaranteed short- and long-term debt owed to financial institutions reporting to the Bank for International Settlements.
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readjustments of producer prices and the granting of greater credit facilities.1 This policy was given a 
further boost in 1985, particularly through the substantial increase (32%) in the loans granted at 
special rates, the reduction in fertilizer prices and the gradual elimination of the preferential 
exchange rate for imports of agricultural products. Several infrastructural works were also under­
taken with a view to increasing the area cultivated and expanding the storage and drying capacity for 
several products.
The vigorous growth in agricultural output (11 %) was based on the increased harvests of goods 
for domestic consumption. The harvests of pulses and grains —which include the most traditional 
items in the Venezuelan diet— registered substantial increases of 49% and 27%, respectively. The 
sharp increases in maize production (59%), black beans (81%) and rice (16%) reflected a sustained
1 Since 1984, agriculture has occupied a privileged place in the adjustment policy. The first incentive given the sector was producer price 
readjustments for several selected items (milk, meat, grain, etc.), which reached an average of 20% that year. These increases weresupplemented 
by the provision of more credit facilities, through refinancing of the agricultural debt, reduction in the interest rates for this sector (set at a 
maximum of 8.5%), a larger supply of subsidized loans and the compulsory requirement that banks should allocate no less than 17% of their 
credit portfolios to the sector.
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Table 2
VENEZUELA: GROSS NATIONAL INCOME
P e rc e n ta g e  s tru c tu re G ro w th  ra tes
1982 1983 1984 1985" 1982 1983 1984 1985"
R eal g ro ss n a tio n a l incom e 
(a  + b -  c + d) 96.6 94.6 97.3 94.8 -7.1 -7.5 1.8 -3.7
a) G ro ss  d o m estic  p ro d u c t 100.0 100.0 100.0 100.0 -1.3 -5.6 -1.0 -1.2
b) T e rm s-o f- tra d e  effect
c) L e ss : ne t ex te rn a l factor
0.2 -1.2 -0.4 -1.3
p ay m en ts
d) N e t p r iv a te  tra n sfe rs  received
2.6 3.8 2.0 3.7 40.3 -48.5 82.2
from  th e  e x te rio r -1.0 -0.4 -0.3 -0.2 60.4 -70.0 -19.6 -19.8
Source: HCLAC, on the basis of official figures.
"Preliminary figures.
T ab le  3
V E N E Z U E L A : T O T A L  S U P P L Y  A N D  D E M A N D
P e rc e n ta g e  b reakdo  w n G ro w th  ra tes
1975 1980 1985" 1982 1983 1984 1985"
T o ta l  su p p ly 120.3 125.5 117.0 2.3 -17 .3 1.5 -3 .2
G ro ss d o m es tic  p ro d u c t
a t m a rk e t p rices 
Im p o rts  o f  goods and
100.0 100.0 100.0 -1.3 -5.6 -1.0 -1.2
serv ices 20.3 25.5 17.0 14.7 -52.9 16.7 -13.3
T o ta l  d e m a n d 120.3 125.5 117.0 2.3 -17 .3 1.5 -3 .2
D o m estic  dem an d 78.4 91.8 87.4 6.7 -21.2 0.7 -1.9
G ro ss  d o m es tic  in v e s tm e n t 28.6 24.7 10.3 -57.7 36.1
G ro ss fixed in v e s tm e n t 24.0 25.2 -3.7 -26.3 -18.9
C o n s tru c tio n 13.6 15.0 -8.3 -17.7 -31.1
M a ch in ery 10.4 10.2 2.0 -36.2 -1.0
P ub lic 1.8 2.7 9.6 -19.5 -41.5
P riv a te 22.2 22.6 -5.7 -27.5 -14.5
C h a n g es in  stocks 4.6 -0.5
T ota l c o n su m p tio n 49.8 67.1 5.5 -8.0 -5.2
G en era l g o v e rn m e n t 12.2 13.8 -1.0 -2.7 0.9
P riv a te
E x p o rts  o f  goods and
37.6 53.3 7.1 -9.3 -6.8
serv ices 41.9 33.7 29.6 -10.9 -3.5 3.8 -6.6
Source: EC1.AC, on the basis of data provided by the Central Bank of Venezuela. 
"Preliminary figures.
im p o r t  s u b s t i tu t io n  p ro c e s s . T h e re  w a s  a lso  a  c o n s id e ra b le  e x p a n s io n  in  th e  c o t to n  ( 8 7 % )  an d  
s u g a rc a n e  ( 1 9 % )  h a r v e s t s ,  w i th  a  c o n c o m i ta n t  d e c l in e  in  im p o r t s  o f  th o s e  p r o d u c ts  ( s e e  ta b le  5).
F r u i t  p r o d u c t io n ,  fo r its  p a r t ,  in c r e a s e d  m o d e r a te ly  ( 2 % ) ,  w h i le  th e  h a r v e s t s  o f  v e g e ta b le s  an d  
tu b e r s  d e c l in e d  ( - 5 %  an d  - 9 % ) ,  p a r t ly  b e c a u s e  o f  c h a n g e s  in  th e  c o n s u m p t io n  p a t t e r n  o f  th e  
p o p u la t i o n ,  w h o s e  d e m a n d  w a s  d ir e c te d  m o re  to w a r d s  c h e a p e r  s ta p le  fo o d s , d u e  to  th e  d e c lin e  in  rea l 
fa m ily  in c o m e s .
W i th  re g a rd  to  th e  m a in  e x p o r t  p r o d u c t s ,  co ffee  an d  c o c o a  o u tp u t  c o n t in u e d  to  b e  r a th e r  
m o d e s t .  In  fac t, d e s p i te  th e  6 %  in c re a s e  in  co ffe e  p r o d u c t io n ,  th i s  p r o d u c t  o n ly  r e c o v e re d  th e  le v e l o f  
10 y e a r s  b e fo re , w h e r e a s  co co a  p r o d u c t io n  g r e w  b y  o n ly  3 %  an d  c o n t in u e d  to  b e  s e v e re ly  a ffe c ted  by  
th e  e x te n s iv e  c o n t r a b a n d  t r a d e .
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T h e  l iv e s to c k  s e c to r 's  g r o w th  r a te  w a s  a ls o  m o d e s t  ( 2 % ) .  T h e  p r o d u c t s  w h ic h  s h o w e d  th e  
g r e a t e s t  g r o w th  w e r e  m i lk  ( 6 % )  a n d  e g g s  ( 5 % ) ,  th i s  b e in g  a t t r ib u t a b l e  to  t h e  r e a d ju s tm e n ts  in  
p r o d u c e r  p r ic e s  t h a t  w e r e  d e c r e e d  a t  t h e  e n d  o f  1984. M e a t  p r o d u c t io n ,  fo r  i ts  p a r t ,  in c r e a s e d  v e ry  
l i t t le ,  m a in ly  b e c a u s e  o f  t h e  w e a k  d o m e s t ic  d e m a n d  ( s e e  t a b le  5 ).
F i s h e r y  a c tiv ity  d is p la y e d  n o ta b le  g r o w th  ( 1 3 % ) ,  d u e  la rg e ly  to  t h e  e x t e n s io n  o f  c r e d i t  fa c il i t ie s  
a n d  to  t h e  i n c e n t iv e s  g r a n t e d  to  e x p o r t s .  I n d e e d ,  a n  e v e r - in c r e a s in g  p e r c e n ta g e  o f  t h e  f ish e ry  c a tc h  
w a s  so ld  o n  th e  e x t e r n a l  m a r k e t .
i i )  The petroleum sector. T h e  in t e r n a t io n a l  p e t r o l e u m  m a r k e t  e x p e r ie n c e d  a  s h a r p  d e c l in e  w i th  
t h e  d i s a p p e a r a n c e  o f  t h e  e x c e p t io n a l  f a c to r s  t h a t  h a d  g iv e n  i t  s ta b il i ty  t h e  p r e v io u s  y e a r .2 D e s p i t e  th e  
r e a c t iv a t io n  o f  t h e  i n d u s t r i a l i z e d  e c o n o m ie s ,  w o r ld  c o n s u m p t io n  fe ll b y  1%  a s  a  r e s u l t  o f  t h e  e n e rg y  
s a v in g  a n d  s u b s t i t u t io n  p r o g r a m m e s  t h a t  h a d  b e e n  im p le m e n te d  s in c e  1974. OPEC r e a c te d  b y  
r e d u c in g  i ts  d a ily  c r u d e  o il  p r o d u c t io n  f ro m  17.2 to  15 .8  m i l l io n  b a r r e ls :  a  f ig u re  o n ly  h a l f  t h a t  
r e c o r d e d  10 y e a r s  b e fo re . N e v e r t h e l e s s ,  t h e  d e c l in e  in  OPEC's p r o d u c t io n  w a s  m o r e  t h a n  o f fs e t  b y  th e  
in c r e a s e d  a c tiv ity  o f  t h e  r e m a in in g  p r o d u c e r s .  C o n s e q u e n t ly ,  OPEC's s h a r e  o f  t h e  w o r ld  p e t r o l e u m
T a b le  4
V E N E Z U E L A : G R O S S  D O M E S T IC  P R O D U C T ,  B Y  K I N D  
O F  E C O N O M IC  A C T I V IT Y ”
In d ex  a t co n s ta n t P e rcen tag e
prices (1980  =  100) b reak d o w n  1
G row th i ra tes
1983 1984 1985 1975 1980 1985 1982 1983 1984 1985
G ro ss  d o m e s tic  p ro d u c t 92.5 9 1 .6 90 .6 100.0 100.0 100.0 -1 .2 -5.5 -1 .0 -1.1
G o o d s 96 .6 94.1 93.5 54.4 52.0 50.4 -4 .0 -4 .6 -0.7 -1.1
A g ricu ltu re
P e tro le u m  and natu ra l gas
102.2 103.1 110.3 5.7 5.7 6.9 3.6 0.5 0.8 7.0
e x tra c tio n 83.5 84.0 78.1 28.9 24.0 21.1 -9.5 -5.2 0.6 -7.0
M in in g 68.7 79.4 91.2 0.7 0.5 0.4 -16.5 -16.6 15.6 14.9
M a n u fa c tu r in g ' 99.9 104.5 107.9 14.1 16.2 19.3 4.1 -1.7 4 .6 3.3
C o n s tru c tio n 77.8 51.1 42.2 5.1 5.7 2.7 -8.4 -1.3.2 -34.4 -17.4
B a sic  se rv ices 96 .6 94.1 93.5 9.5 10.9 11.3 4 .4 -11 .6 -2 .6 -0 .7
E lectric ity , gas and w a te r  
T ra n s p o r t ,  s to rag e  and
135.3 135.3 142.2 0.9 1.0 1.6 12.3 4.1 - 5.1
c o m m u n ica tio n s 92.8 90.0 88.5 8.7 9.9 9.7 3.5 -13.5 -3.0 -1.6
O th e r  se rv ices 100.5 102.3 102.2 37 .9 39.7 4 4 .8 -1.4 -0 .8 1.8 -0.1
C o m m erce , re s ta u ra n ts  
and  h o te ls
F in an c ia l in s titu tio n s ,
-3.7
in su ra n c e , rea l e s ta te  
an d  b u sin e ss  se rv ices 104.2 111.7 112.9 14.0 14.9 18.6 -3.1 -0.3 7.2 1.0
O w n e rsh ip  o f  d w e llin g s 107.1 108.3 108.1 9.4 9.3 11.2 3.7 0.3 1.1 -0.2
C o m m u n ity , social and 
p e rso n a l se rv ices 96.4 96.6 97.1 14.2 16.6 17.8 -1.6 -2.6 0.2 0.5
G o v e rn m e n t se rv ices 99.2 98.8 99.4 9.9 11.8 13.0 0.1 -1.8 -0.4 0.6
L ess : Im p u te d  co m m iss io n  
fo r b a n k  se rv ices 102.7 118.1 125.2 4.0 5.2 7.1 -13.8 -0.1 15.0 6.0
P lu s : Im p o rt  d u tie s 34.0 25.4 23.6 2.0 2.5 0.7 1.2 -62.3 -25.1 -7.4
Source: liCl.AC, calculations on the basis of official figures supplied by the Central Bank of Venezuela.
"At constant I9H0 market prices. Including the livestock, forestry and fishing sectors. 'Including petroleum refining.
1 These factors included the coal miners' strike in Great Britain and rhe exceptionally severe winter in the northern hemisphere, which 
produced a slight increase (3%) in petroleum demand, in contrast with the repeated decreases which had occurred since 1979-
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Table 5
VENEZUELA: INDICATORS OF AGRICULTURAL PRODUCTION
G ro w th  ra tes
1975 1980 1983 1984 1985°
1982 1983 1984 1985"
1. In d e x  o f  a g r ic u ltu ra l
p r o d u c t io n 89.3 100.0 101.6 102.9 109.6 3.3 -0.3 1.3 6.6
C ro p  fa rm in g 88.9 100.0 93.8 94.2 104.4 2.6 -3.0 0.5 10.8
S tock ra is in g 82.7 100.0 110.1 111.7 114.3 4.2 2.8 1.5 2.4
F o re stry 212 .8 100.0 97.4 87.2 79.3 - -2.6 -10.5 -9.1
F ish e rie s 79.8 100.0 92.2 104.7 117.9 7.1 -1.7 13.4 12.6
2. P ro d u c t io n  o f  th e  
m a in  c r o p s c
F o r e x p o rt
C ocoa 20 15 14 11 11 -10.6 5.3 -24.2 3.4
Coffee 65 58 59 61 64 -2.1 1.4 3.4 5 .8
F o r  d o m estic  
co n su m p tio n
C erea ls 1  0 8 7 1  54  7 1  3 0 2 1  4 2 8 1  8 2  2 0 . 5
LOCMH 9 . 7 2 7 . 6
P u lses 42 39 36 30 44 -5 .8 0 . 7 - 1 7 . 5 4 9 . 1
T ex tile s  and o ilseeds 343 280 267 258 299 -1.5 9 .7 -3.5 15.9
R o o d  cro p s and tu b e rs 561 602 655 668 610 4 .9 5.4 2 .0 -8.8
F ru it 1 803 2  034 2 141 2 168 2 221 -0.7 1.9 1.3 2 .4
V eg e tab le s 231 365 344 331 313 11.5 -4.0 -3 .9 -5.2
O th e r 5  583 5 041 4  872 4 8 1 6 5  744 18.2 -10.3 -1.2 193
3. In d ic a to r s  o f  s to c k ­
r a is in g  p r o d u c t io n
S la u g h te r in g
C a t t le ' 1 382 1 663 1 726 1 677 1 719 0.2 0.5 -2 .8 2.5
P ig s ' 1 253 1 776 1 909 2 212 2 252 9 .9 2 .4 15.9 1.8
S h eep 79 125 108 122 127 -15.5 16.0 13.3 4 .0
P o u ltry 7 110 159 183 209 204 14.8 -12.5 13.9 -2.1
O th e r  p ro d u c ts
M ilk" 1 187 1 311 1 464 1 452 1 532 2.3 2 .7 -0 .9 5.5
E gg s, for c o n su m p tio n 1 604 2 034 2 253 2  146 2 245 10.6 -7.5 -4 .7 4 .6
4. V o lu m e  o f  f ish ery  p ro d u c ts 153 177 2 1 7 2 5 4 2 6 9 2 2 . 1 1 . 5 1 7 . 3 5 .8
S o u r c e :  l i C L A C ,  o n  t h e  b as is  o f  s ta t is t ic s  s u p p l ie d  b y  t h e  M in is t r y  o f  A g r ic u l t u r e  a n d  t h e  C e n t r a l  B a n k  o f  V e n e z u e la .
" P r e l im in a r y  f ig u r e s .  ' i n d e x  a t  c o n s ta n t  p r ic e s , 1 9 8 0  =  100 ; a s d i f f e r e n t  s o u rc e s  w e r e  u s e d , th e s e  f ig u r e s  d o  n o t  c o r r e s p o n d  e x a c t ly  t o  t h o s e  
g iv e n  in  t a b le  i. 'T h o u s a n d s  o f  to n s . t h o u s a n d s  o f  h e a d . ' I n c lu d e s  c h a n g e s  in n u m b e r  o f  l iv e s to c k . M i l l i o n s  o f
h e a d . " M i l l i o n s  o f  l i t r e s . M i l l i o n s  o f  u n its .
m a r k e t  d e c l in e d  to  2 9 %  ( f ro m  3 1 %  in  1984  a n d  a ro u n d  5 0 %  te n  y e a r s  b e f o re ) ,  w h i le  i n t e r n a t io n a l  
p r ic e s  faced  s t r o n g  d o w n w a r d  p r e s s u re s .  C o n s e q u e n t ly ,  OPEC h a d  to  lo w e r  its  r e fe re n c e  p r ic e s  o n  tw o  
o c c a s io n s  — a t th e  e n d  o f  J a n u a r y  a n d  a t  th e  b e g in n in g  o f  Ju ly . D e s p i te  t h i s ,  th e  p e r s i s t e n t  d if fe re n c e s  
o f  o p in io n  a m o n g  th e  OPEC m e m b e r  c o u n t r ie s  p r e v e n te d  a  f irm  a n d  d e f in i te  p o s i t io n  f ro m  b e in g  
a d o p te d ,3 w i th  th e  r e s u l t  t h a t  th e  m a r k e t  g r a d u a l ly  b e c a m e  m o re  u n s ta b le  a n d  c o m p e t i t iv e .
A s  w a s  to  b e  e x p e c te d ,  th i s  s i tu a t io n  h a d  a  v e ry  n e g a t iv e  im p a c t  o n  th e  V e n e z u e la n  p e t r o le u m  
in d u s try .  A l th o u g h  e x t r a c t io n  a c t iv i t ie s  w e re  th e  le a s t  a f fe c te d , c ru d e  o il p r o d u c t io n  w a s  r e d u c e d  by  
7 % , in  k e e p in g  w i th  th e  r e d u c t io n  o f  th e  V e n e z u e la n  q u o ta  a g re e d  by  OPEC in  N o v e m b e r  1984. 1
1 Indeed, only in  D ecem b er was a p a rtia l a g re e m en t reached, p ro v id in g  for m ark e t p ro te c t ion  and  th e  te rm in â t  ion o f  th e  refe rence  p rice  
schem e. T h e  O rg a n iz a tio n , h o w ev er, did n o t specify th e  v o lu m e  o f  p ro d u c tio n  a g reed  on, n o r  w ere th e  r e s p e a iv e  m em b e r  c o u n tries ' q uo tas 
specified.
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E x te r n a l  s a le s  o f  c r u d e ,  f o r  t h e i r  p a r t ,  s h r a n k  b y  a lm o s t  2 0 % ,  so  t h a t  t h e i r  v o lu m e  fe ll to  th e  
lo w e s t  le v e l  in  t h e  la s t  15 y e a r s  ( s e e  ta b le  6  a n d  f ig u re  2 ) .  T h e  c lo s u re  o f  t h e  tw o  r e f in e r ie s  in s ta l l e d  in  
t h e  n e a r b y  N e t h e r l a n d s  A n t i l l e s ,  w h ic h  h a d  t r a d i t io n a l ly  a b s o rb e d  a r o u n d  o n e - t h i r d  o f  t h e  s a le s  o f  
V e n e z u e la n  c r u d e ,  c o n t r ib u te d  to  th i s  r e s u l t .4 I t  w a s  t h e  p o lic y  o f  m a i n t a i n i n g  p r ic e s  w i th in  O PEC s 
r e f e r e n c e  s c h e m e  a g a in s t  a  b a c k g r o u n d  o f  d i m i n i s h i n g  d e m a n d  a n d  a  s h a r p  d e c l in e  in  t h e  p r ic e  o n  th e  
s p o t  m a r k e t  t h a t  h a d  t h e  g r e a te s t  im p a c t ,  h o w e v e r .  T h u s ,  V e n e z u e la n  o il  e x p o r t s  fe ll to  e x t r e m e ly  
lo w  le v e ls  b e tw e e n  A p r i l  a n d  J u n e  1 9 8 5 , a l th o u g h  th e y  l a t e r  r e c o v e r e d  b e c a u s e  o f  t h e  lo w e r  p r ic e s  
a g r e e d  o n  b y  OPEC in  Ju ly .
P a r t ly  in  o r d e r  to  c o m p e n s a t e  fo r  th i s  d e c l in e ,  i t  w a s  d e c id e d  to  r a is e  t h e  s h a re  o f  l ig h t  
p e t r o l e u m  in  to t a l  e x p o r t s  o f  c r u d e  a t  t h e  e x p e n s e  o f  s a le s  o f  h e a v y  a n d  e x tr a -h e a v y  p e t r o l e u m ,  s in c e  
l ig h t  p e t r o l e u m  h a s  a  r e la t iv e ly  h i g h e r  i n t e r n a t io n a l  p r ic e . T h e  r e s u l t  w a s  t h a t  t h e  a v e r a g e  p r ic e  o f  
V e n e z u e la n  e x p o r t s  o f  c r u d e  o n ly  d e c l in e d  b y  a  l i t t le  le s s  t h a n  3 % ,  a l th o u g h  e v e n  so  th e y  s a n k  to  a  
le v e l  b e lo w  t h a t  r e c o r d e d  in  198 0  ( s e e  ta b le  7 ).
T h e  a v e r a g e  p r i c e  o f  e x p o r t s  o f  p e t r o l e u m  p r o d u c t s  d e c l in e d  e v e n  m o r e  m a rk e d ly  (-5  %), d u e  to  
t h e  s u b s t a n t i a l  d e t e r i o r a t i o n  in  t h e  d e m a n d  f o r  h e a t i n g  fuel. H o w e v e r ,  t h e  p o lic y  fo llo w e d  w i th  
r e g a r d  to  t h e  p r i c e s  o f  t h e  p r o d u c t s  a n d  t h e  r e f in in g  p a t t e r n  o f  t h e  V e n e z u e la n  o il  in d u s t r y  a l lo w e d  
fo r  g r e a t e r  f le x ib i l i ty 5 a n d  p e r m i t t e d  a  s iz e a b le  in c r e a s e  ( 8 % )  in  t h e  v o lu m e  o f  e x t e r n a l  s a le s  o f
T ab le  6
V E N E Z U E L A : M A IN  P H Y S IC A L  I N D IC A T O R S  O F  
P E T R O L E U M  P R O D U C T I O N
M illio n s o lf  barre ls  G ro w th  ra tes
1970 1975 1980 1983 1984 1985° 1982 1983 1984 1985°
C ru d e  o il
P ro d u c tio n 1 353.4 856.4 793.5 655.4 658 .4 612.9 -10.2 -5.1 0.4 -6 .9
E x p o rts 888.6 537.3 469 .6 359.5 368.6 299-0 -16.2 -7.3 2.5 -18.9
R e fin e d  p ro d u c t
P ro d u c tio n 470 .9 317.0 326.8 303.7 300.5 327.7 1.8 -2.0 -1.1 9.1
E x p o rts
D o m e s tic
377.8 224.1 2 12 .6 188.0 186.7 201.3 - 4.7 -0.7 7.8
co n su m p tio n 73.1 90.2 140.7 145.9 135.9 - -2.4 -6.8
C a p a c ity
P ro d u c tio n  po tencia l 908 .5 931.1 940.6 940.6 3.1 -0.5 1.0
R e fin in g  capacity 567.7 538.5 516.5 485.1 480 .3 -2.4 - -6.1 -1.0
R e se rv e s
P ro v e n c 14.0 18.4 19.7 25.8 28.0 29.3 22.0 5.3 8.3 4.6
T h eo re tica l life 10.4 21.5 24 .8 39.6 42.4 48.0 35.5 11.5 7.1 13.2
G as*
G ro ss p ro d u c tio n  
D o m e s tic
48.4 38.0 35.5 31.8 32.6 33.1 -4.1 -4.4 2.5 1.7
co n su m p tio n 9.3 14.4 15.3 16.7 16.3 6.3 0.7 9.2 -2.4
Source: ECLAC, on the basis of statistics provided by the Ministry of Energy and Mines and Petróleos de Venezuela, S.A. 
"Preliminary figures. Covers domestic and industrial use, including that of the petroleum industry. cBillions of barrels.
In years. Calculated by dividing rotal reserves by crude oil production in the corresponding year. ^Billions of cubic metres.
4 The Exxon refinery in Aruba closed down for good in February, while the Curacao refinery was sold to the island's government by the 
Shell company and remained idle from May to November. In that month an agreement was reached whereby Petróleos de Venezuela would lease 
the refinery and the adjoining port from the Government of Curacao, thus ensuring the processing of 190 000 barrels per day.
5 The prices of the products are not included in OPECs reference scheme and were changed according to market trends, often jointly with 
Mexico, which is Venezuela's chief competitor in the United States market. In addition, since 1983 Petróleos de Venezuela has been making 
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petroleum products (see table 6). Even so, the total foreign exchange earnings of Petróleos de 
Venezuela contracted by more than US$1 billion, while the net profits of the enterprise fell by more 
than 20% (see table 7).
The enterprise nevertheless maintained an investment level of over 12 billion bolívares, chiefly 
in projects designed to increase market stability and future income. Of particular importance were a 
number of internationalization programmes under which Petróleos de Venezuela will purchase 
equity in refining and distribution facilities located in the actual consumer markets.6 With respect to
6Onesuchinvesrment had already been made in 1983 with the VebaOel company, from the Federal Republic of Germany. In 1985, it was 
agreed to extend that participation and carry out similar projects with companies ftom Sweden and the United States. It was also decided to lease 
and tesrart the Cutacao refinety, which has been a ttaditional market for Venezuelan crude. In this way, it was sought to ensure a matket fot a 
large volume of hydrocarbons in the consumption centres and thus make exports more stable.
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t h e  d o m e s t ic  m a r k e t ,  P e t r ó le o s  d e  V e n e z u e la  s o u g h t  to  d iv e rs ify  i t s  o p e r a t i o n s  b y  p r o m o t i n g  its  
e x t r a c t i o n  a n d  c o n v e r s io n  o f  n a tu r a l  g a s ,7 w h i le  a ls o  c o n s id e r in g  p l a n s  fo r  i n v e s tm e n t  in  c o a l  m in in g .
iii)  Mining. M i n i n g  s h o w e d  v e ry  s a t is f a c to ry  r e s u l t s ,  a s  i ts  le v e l  o f  a c tiv i ty  c l im b e d  b y  1 5 %  fo r  
th e  s e c o n d  y e a r  in  a  r o w  ( s e e  ta b le  8 ). A s  in  1 9 8 4 , t h e  in c r e a s e  in  o u tp u t  w a s  d u e  la rg e ly  to  th e  
s t r e a m l i n i n g  o f  t h e  m a n a g e m e n t  o f  t h e  m in i n g  e n t e r p r i s e s ,  w h ic h  a re  m o s t ly  S ta te -o w n e d . E v e n  so , 
h o w e v e r ,  t h e s e  g o o d  r e s u l t s  f a i le d  to  o f fs e t  t h e  r e d u c t io n  e x p e r ie n c e d  d u r in g  th e  t h r e e  y e a r s  
1 9 8 1 -1 9 8 3 , a n d  c o n s e q u e n t ly  m in in g  p r o d u c t io n  s t i l l  r e m a in e d  lo w e r  t h a n  t h a t  r e g i s t e r e d  in  1980 .
T h e  in c r e a s e  in  a c tiv ity  e s s e n t ia l ly - r e f le c te d  th e  in c r e a s e s  in  t h e  p r o d u c t io n  o f  i r o n  o r e  ( 1 4 % )  
a n d  g o ld  ( 3 0 % ) :  r a t e s  w h ic h ,  t h o u g h  s a t is f a c to ry , w e r e  lo w e r  t h a n  th o s e  r e c o r d e d  th e  p r e v io u s  y e a r . 
T h e  e v o lu t io n  o f  i r o n  o r e  p r o d u c t io n  w a s  d u e  p r im a r i l y  to  th e  m a tu r i ty  o f  a  n u m b e r  o f  p r e v io u s  
i n v e s tm e n t s 8 a n d  e n a b le d  e x te r n a l  s a le s  to  e x p a n d  to  t h e  s a m e  e x te n t .
T h e  v ig o r o u s  in c r e a s e  in  g o ld  p r o d u c t io n ,  fo r  i t s  p a r t ,  w a s  th e  r e s u l t  n o t  o n ly  o f  g r e a t e r  m in in g  
a c tiv ity  b u t  a lso  o f  t h e  p r o g r e s s  m a d e  in  t h e  c o n t r o l  a n d  s u p e rv i s io n  o f  g o ld  e x p lo i t a t io n .
I n  c o n t r a s t ,  p r o d u c t io n  o f  t h e  o t h e r  m in e r a l s  fe ll q u i t e  s h a rp ly ,  a l th o u g h  i t  h a d  n o  im p a c t  o n  th e  
s e c to r 's  o v e r a l l  o u tp u t  b e c a u s e  o f  t h e  s l ig h t  s ig n if ic a n c e  o f  th e s e  o t h e r  p r o d u c t s  (o n ly  15 %  o f  t h e  to ta l  
f o r  t h e  s e c to r )  ( s e e  ta b le  8 ). In  t h e  c a se  o f  d ia m o n d s ,  t h e  g r a d u a l  e x h a u s t io n  o f  t h e  m in e s ,  m e a n t  t h a t  
p r o d u c t io n  d e c l in e d  f o r  t h e  s ix th  c o n s e c u t iv e  y e a r  a n d  w a s  e q u a l  to  o n ly  o n e - f i f th  o f  t h e  le v e l  r e c o r d e d  
10  y e a r s  b e fo re . T h e  2 1  %  d r o p  in  th e  c a s e  o f  c o a l , o n  t h e  o th e r  h a n d ,  w a s  d u e  r a t h e r  to  a  d e c l in e  in  
d o m e s t ic  d e m a n d  ( - 1 5 % ) .  In  s p i t e  o f  th i s ,  t h e  S ta te  c o a l e n t e r p r i s e  w a s  a b le  to  d o u b le  i ts  n e t  p r o f i t s  b y  
im p r o v i n g  i t s  m a n a g e m e n t  a n d  b y  r e a d ju s t in g  d o m e s t ic  c o a l p r ic e s  in  F e b ru a ry .  S e v e ra l o t h e r  m in in g  
e n t e r p r i s e s ,  su c h  a s  th o s e  p r o d u c in g  l im e s to n e ,  p h o s p h o r u s  a n d  s a lt, w h ic h  a re  a ll S ta te - o w n e d , a lso  
im p r o v e d  t h e i r  f in a n c ia l  s i t u a t io n  c o n s id e ra b ly .
iv ) Manufacturing. T h e  g r o w th  r a te  o f  m a n u f a c tu r in g  fe ll f ro m  5 %  to  3 %  ( s e e  ta b le  9 ) . T h is  
s la c k e n in g  o f  g r o w th  w a s  p r im a r i ly  t h e  r e s u l t  o f  a  d e c l in e  in  d o m e s t ic  d e m a n d . I n  c o n t r a s t ,  t h e  
b r a n c h e s  o f  i n d u s t r i a l  a c t iv i ty  w i th  a c c e ss  to  e x t e r n a l  m a r k e t s  s h o w e d  s ig n i f ic a n t  g r o w th ,  e s p e c ia l ly
T ab le  7
V E N E Z U E L A : M A I N  F IN A N C I A L  I N D IC A T O R S  R E L A T IN G  
T O  T H E  P E T R O L E U M  I N D U S T R Y
1976 1980 1983
G ro w th  ra tes
1984 1985" --------------------------------------------------------
1981 1982 1983 1984 1985°
P ric e s  (dollarsi p e r barre l)
A v e ra g e 11.25 26.44 25.31 26 .70 2 5 .88 12.4 -7 .5 -7 .9 5.5 -3.1
C ru d e  oil 25.63 23.72 25.36 24.67 14.8 -9.0 -11.4 6.9 -2.7
P e tro le u m  p ro d u c ts 28.21 28.35 29.34 27.75 8.0 -4 .8 -2.3 3.5 -5.4
M ill io n s  o f  bo lívares
P ro c e e d s  from  sales 38 991 80 780 64 019 95 422 88 167 4.5 -16 .2 -9 .5 49.1 -7 .6
E x te rn a l 37 320 78 328 59 948 86 456 77 613 4.3 -17.9 -10.6 44.2 -10.2
D o m e s tic 1 671 2  452 4  071 8 966 10 554 8.6 36.7 11.8 120.2 17.7
C o rp o ra te  p ro fits 3 761 14 813 7 582 14 828 11 773 -3 .9 -23.4 -30 .4 95 .6 -20 .6
G ro ss  fix ed  in v e s tm e n t 1391 9 761 13 298 1 1 6 3 4 12 285 38.5 26 .0 -21 .9 -12.5 5.6
Source: ECLAC, on the basis of dara provided by the Central Bank of Venezuela and Petróleos de Venezuela, S.A. 
"Preliminary figures. After payment of the corresponding taxes.
7 The efforts in this direction are aimed at increasing the volumes of liquid hydrocarbons available for export, either direcrly (through 
conversion of natural gas into liquefied petroleum gas) or indirectly (by reorienting domes tic consumption to natural gas). In 1985, progress was 
made in both these directions. On the one hand, a new liquefied petroleum gas plant began operations. On the other hand, work was begun on a 
large infrastructure project for transporting natural gas within the country, in order to link the large gas deposits in the eastern region with the 
country's main urban centres (Nurgas project).




VENEZUELA: INDICATORS OF MINING PRODUCTION
G ro w th  ra tes
1975 1980 1983 1984 1985" --------------------------------------------------------
1982 1983 1984 1985"
1. In d ex es  o f  m in in g  
p ro d u c tio n  
(1980  =  100)
2. P ro d u c tio n  o f  som e 
im p o rta n t  m in e ra ls
I ro n c
P ro d u c tio n
E x p o rts
G o ld ''
D ia m o n d s '




570 430 1 084














Source: ECLAC, on the basis of statistics provided by the Ministry of Energy and Mines and the Central Bank of Venezuela.
"Preliminary figures. fr Value of the sector's production at 1968 prices. As a differenr base was used, these figures do not correspond
exactly to those given in table 4. c Millions of tons. Kilograms. 'Thousands of metric carats. Thousands of tons.
in  t h e  c a s e  o f  b a s ic  m e ta l s  ( 8 %  in c r e a s e  in  s te e l  p r o d u c t io n  a n d  5 %  in  t h a t  o f  a lu m in iu m ) .  I n  b o th  
c a s e s  a n  a p p r e c ia b le  p a r t  o f  p r o d u c t io n  ( 4 0 %  a n d  6 0 % ,  r e s p e c t iv e ly )  w a s  so ld  o n  th e  e x te r n a l  
m a r k e t s .
T h e  s e c to r s  m o s t  g e a r e d  to  t h e  d o m e s t ic  m a r k e t  s h o w e d  o n ly  s l ig h t  in c r e a s e s ,  o r  e v e n  d e c l in e s  
( s e e  ta b le  9 ) .  T h e  p e t r o c h e m ic a l  in d u s t r y  m a n a g e d  to  in c r e a s e  i ts  f e r t i l i z e r  p r o d u c t io n  s ig n if ic a n tly  
( 8 % ) ,  r e f le c t in g  t h e  d y n a m is m  o f  n a t io n a l  a g r ic u l tu r a l  a c tiv i ty , b u t  a s  p r o d u c t io n  o f  o t h e r  p e t r o ­
c h e m ic a l  s u b s ta n c e s  s u c h  a s  u r e a  a n d  a m m o n ia  fe ll , t h e  o v e r a l l  r e s u l t s  w a s  a  d e c l in e  o f  1 0 % . T h e  
o t h e r  b r a n c h e s  p r o d u c in g  in t e r m e d ia t e  g o o d s  w e r e  n e g a t iv e ly  a ffe c te d  b y  th e  f u r th e r  c o n t r a c t io n  in  
c o n s t r u c t io n  a n d  p u b l ic  in v e s tm e n t .
O n  t h e  w h o le ,  t h e  s e c to r s  p r o d u c in g  c o n s u m e r  d u r a b le s  s h o w e d  r a t h e r  n e g a t iv e  e v o lu t io n ,  a n d  
t h e r e  w a s  v i r tu a l  s t a g n a t io n  in  t h e  m o t o r  v e h ic le  in d u s t r y ,  w h e r e  p r o d u c t io n  r e a c h e d  a  le v e l  o n ly  
8 0 %  o f  t h a t  r e c o r d e d  f iv e  y e a r s  b e fo re . I t  is  e s t im a te d  t h a t  in  t h e  c a p i ta l  g o o d s  in d u s try  m o r e  t h a n  
3 0 %  o f  t h e  in s ta l l e d  c a p a c ity  r e m a in e d  id le . O n  th e  o t h e r  h a n d ,  t h e  p r o d u c t io n  o f  t h e  r e m a i n i n g  
c o n s u m e r  g o o d s  in c r e a s e d  s l ig h t ly ,  a l th o u g h  in  m o s t  c a s e s  c o n s id e ra b le  v o lu m e s  o f  s to c k s  w e r e  
a c c u m u la te d  ( s e e  ta b le  9 ) .
v )  Construction. T h e  p r o d u c t  o f  th i s  s e c to r  fe ll f o r  t h e  f if th  y e a r  in  a  r o w , th i s  t im e  b y  1 7 % , so  
t h a t  t h e  le v e l  o f  a c tiv i ty  w a s  o n ly  h a l f  t h a t  r e c o r d e d  10 y e a r s  b e f o re  ( s e e  t a b le  10). T h is  d e c l in e  
s e e m e d  to  h a v e  b e e n  h a l t e d  a t  t h e  e n d  o f  t h e  y e a r  t h r o u g h  th e  i m p le m e n ta t i o n  o f  p a r t  o f  t h e  
a d d i t io n a l  i n v e s tm e n t  p r o g r a m m e  e s ta b l is h e d  to  r e d u c e  u n e m p lo y m e n t  a n d  s t im u la te  d o m e s t ic  
a c t iv i ty .9 T h is  w a s  d e m o n s t r a t e d  in  t h e  s l ig h t  u p t u r n  in  e m p lo y m e n t  in  t h e  s e c to r  f o r  t h e  f i r s t  t im e  
s in c e  198 2 . S im i la r ly ,  t h e  n u m b e r  o f  d w e l l in g s  c o n s t r u c te d  w i th  p u b l ic  f in a n c in g  in c r e a s e d  b y  m o r e  
t h a n  2 5 % ,  f o l lo w in g  tw o  y e a r s  o f  s u b s ta n t i a l  d e c l in e  ( s e e  t a b le  10).
T h e  d i r e c t  s u p p o r t  m e a s u r e s ,  s u p p le m e n te d  b y  a  c e r ta in  d e g r e e  o f  g r e a t e r  f le x ib il i ty  in  t h e  
h o u s in g  su b s id y  p o lic y , w e r e  o n ly  a p p l ie d  in  a  s lo w  a n d  l im i te d  m a n n e r ,  h o w e v e r ,  a n d  th i s  m i l i ta te d  
a g a in s t  t h e  o v e r a l l  re c o v e ry  o f  t h e  s e c to r . T h e  lo w  le v e l  o f  d o m e s t ic  d e m a n d  a lso  h a d  a  n e g a t iv e  
im p a c t .  T h u s ,  h o u s in g  c o n s t r u c t io n  b y  th e  p r i v a t e  s e c to r  d e c l in e d  fo r  t h e  t h i r d  y e a r  in  a  r o w , w h i le  t h e  
o t h e r  a v a i la b le  in d ic a to r s  o f  a c tiv i ty  ( d o m e s t ic  s a le s  o f  b u i ld in g  m a te r i a l s  a n d  lo a n s  g r a n t e d )  s h o w e d  
n o ta b le  d e c r e a s e s  ( s e e  ta b le  10). A t  t h e  s a m e  t im e ,  i t  is  e s t im a te d  t h a t  t h e  n u m b e r  o f  h o u s e s  o f fe re d  
fo r  s a le  r e m a in e d  h ig h  (41  0 0 0  u n i t s ) ,  a  f ig u re  w h ic h  is  a lm o s t  t h e  s a m e  a s  t h e  to t a l  o f  n e w
9 In view of the slackening domestic demand, the authorities decided to launch an additional investment programme in the amount of 6.5 
billion bolívares, in order to boost production and employment levels and hence also private investment. Of that total, 3.4 billion bolívares were 
included in the central government's budget for 1985. See the section on fiscal policy below.
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c o n s t r u c t io n s  f o r  t h e  y e a r ,  w i th  t h e  a t t e n d a n t  f re e z in g  o f  r e s o u r c e s  a n d  w o r s e n in g  o f  p r o s p e c t s  
w i t h i n  t h e  s e c to r .
v i )  Services. T h e  i t e m s  m o s t  c lo se ly  l in k e d  to  t h e  p r o d u c t io n  o f  g o o d s , s u c h  a s  c o m m e r c e  a n d  
t r a n s p o r t ,  r e d u c e d  t h e i r  le v e l  o f  a c tiv i ty  b y  4 %  a n d  2 %  re s p e c t iv e ly  ( s e e  ta b le s  4  a n d  11). I n  b o th  
c a s e s  t h e  s l i g h t  r e c o v e r y  in  d o m e s t i c  a c tiv i ty  f a i le d  to  o f f s e t  t h e  e ffe c t o f  t h e  d e c l in e  in  im p o r t s .  In  
c o n t r a s t ,  t h e  o u tp u t  o f  b a s ic  s e rv ic e s  r o s e  b y  5 % , d u e  p r im a r i ly  to  t h e  c o n s id e ra b le  (4 3  % )  in c r e a s e  in  
e le c t r ic i ty  g e n e r a t i o n  ( s e e  ta b le  11). T h e  o u tp u t  o f  o t h e r  s e rv ic e s  r e m a in e d  s ta g n a n t .  N o t w i t h s t a n d ­
in g  t h i s ,  t h e  e m p lo y m e n t  le v e l  in  t h o s e  a c t iv i t ie s  r o s e  s te a d i ly , t h e  o n ly  e x c e p t io n  b e in g  th e  d e c l in e  o f  
3 %  in  t h e  n u m b e r  o f  p u b l ic  e m p lo y e e s .  T h is  s u g g e s ts  t h a t  u n d e r e m p l o y m e n t  r o s e  c o n s id e ra b ly .
T a b le  9
V E N E Z U E L A : IN D IC A T O R S  O F  M A N U F A C T U R I N G  P R O D U C T I O N
_________G ro w th  ra tes_________
1975 1980 1983 1984 1985" -----
1982 1983 1984 1985"
1. In d e x  o f  m a n u fa c tu r in g
p ro d u c t io n 72 100 101 106 109 4.3 -1.6 5.1 3.0
C o n su m e r  goods
Foodstu ffs 80 100 110 112 115 4.7 8.1 1.6 2.6
B e v erag e s 56 100 118 114 92 6.7 -0.2 -3.3 -19.1
T obacco  p ro d u c ts 76 100 66 52 50 -15.1 -13.3 -21.1 -2.9
T ex tile s 138 100 93 112 113 -9.2 1.2 20.7 1.0
C lo th in g 130 100 95 112 99 1.8 9.9 18.0 -11.6
F o o tw ear 89 100 114 121 119 14.4 -10.1 6.1 -1.7
F u rn itu re 47 100 74 76 86 3.0 -2 .9 2.0 13.7
P r in tin g 103 100 101 107 127 4 .9 -5.2 6.0 18.3
In te rm e d ia te  g o ods
In d u s tr ia l chem icals 50 100 95 126 127 4.3 1.2 33.2 1.1
O th e r  chem ical p ro d u c ts 60 100 88 99 102 4.4 -3.1 12.2 3.0
R u b b e r  p ro d u c ts 79 100 93 82 93 -3 .0 -5.8 -11.7 13.4
P la s tic  p ro d u c ts % 100 101 107 99 3.4 7.8 5.4 -6 .9
G lass 80 100 97 130 138 0.5 -0.5 33.9 6.4
P a p e r 84 100 123 146 136 4 .8 5.8 19.0 -6.7
B asic  iro n  and  steel 26 100 143 156 64.1 -3.9 9.1
N o n -fe r ro u s  m eta ls - 100 78 99 244 -35.5 54.2 27.3 146.6
C ap ita l goods
M ach in ery 104 100 96 110 109 9.2 -14.7 13.6 -1.2
E lectrica l m ach in ery 78 100 87 87 66 1.5 -12.3 1.0 -24.5
T ra n s p o r t  e q u ip m e n t 84 100 75 71 -2 .6 -22.5 -5.6
2. O u tp u t  o f  so m e  
in d u s tr ia l  p r o d u c ts '
S ugar 469 323 348 390 395 20.1 -4.6 12.1 1.2
S teel 919 1 784 2  146 2  511 2  710 9.5 7.8 17.0 8.0
A lu m in iu m 52 156 334 376 396 -12.9 22.2 12.7 5.3
A m m o n ia 180 439 462 572 490 6.2 -13.6 23.8 -14.3
S u lp h u ric  acid 117 114 139 158 157 43.0 23.0 13.7 -0 .6
U rea 27 276 390 360 318 18.1 4 .8 17.9 -11.7
F e r til iz e rs 160 441 576 759 29.9 -8.6 31.8 8.0
C e m e n t 3 455 4  842 4  151 3 878 3 928 10.4 -23.6 -6.6 1.2
V eh ic les ty res 2  669 3 483 3 385 2  985 3 029 -2.5 -5.7 -11.8 1.5
P a sse n g e r  v eh ic les 92 94 80 75 77 10.4 -23.6 -6 .6 2.3
3. E m p lo y m e n t ' 752 728 744 791 -0.1 -5.4 2.3 6.2
Source: ECLAC, on the basis of statistics supplied by the Central Bank of Venezuela and various industrial enterprises.
"Preliminary figures. At constant 1980 prices. 1985: average January-September. 'Thousands of tons. ''Thousands of
units. 'Thousands of persons.
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Table 10
V E N E Z U E L A : IN D IC A T O R S  O F C O N S T R U C T IO N  A C T IV IT Y
G ro w th  ra tes
1975 1980 1983 1984 1985°
1982 1983 1984 1985°
1 . In d e x  o f  sec to ra l G O P *1 79.4 100.0 77.7 51.0 42.1 -8 .4 •13.3 -34 .4 -17.4
2.. H o u s in g  c o n s tru c t io n
T o ta l area ' 4  662 2  359 2  167 1 896 22.5 -49.3 -8.2 -12.5
N u m b e r  o f  dw ellings
T ota l 61.4 77.1 63.1 43 .8 46.1 7.9 -34.1 -30.6 5.2
P ub lic  sec to r' 35.4 40.0 30.1 19.3 24.5 12.6 -38.0 -36.0 27.5
P riv a te  sector 26.0 37.1 33.0 24.6 21.6 3.4 -30.1 -25.7 -12.3
3.. In d ic a to r s  o f  a c tiv ity
D o m e s tic  sales o f  steel 469 449 285 327 217 -6 .8 -36.9 14.7 -3.3.6
D o m e s tic  sales o f  ce m e n t 3 4 3 6 5 065 4  163 3 633 3 588 4.2 -26.6 -12.7 -1.2
D o m e s tic  sa les o f  h a rd w are
and bu ild in g  m aterials* 100.0 84.6 76.9 54.7 -8.6 6.4 -9.1 -3.3.6
L oans g ran ted 12 148 12 254 12 129 10 390 12.3 -4.7 -1.0 -14.3
4. E m p lo y m e n t
( th o u sa n d s  o f  p e rso n s) 434 393 345 350 4.5 -16 .2 -12.3 1.6
Source: LCLAC, on the basis of information provided by the Ministry of Urban Development, the Construction Fund and the Central Bank of 
Venezuela.
"Preliminary figures. Index at constant prices, 1980 = 100. As different bases were used, these figures do not correspond exactly to those
given in table t. ' Housing construction permits granted. Thousands of square meters. ' Thousands of units. rln addition to 
dwellings, this includes popular building plots for gradual urban development. Thousands of tons. "In the Caracas metropolitan
area. Index in real terms, 1980 - 100. 198V January to September. Loans to builders and purchasers. Millions of bolívares.
T ab le  11
V E N E Z U E L A . I N D IC A T O R S  O F  S E R V IC E  A C T IV IT IE S
1975 1980 1983
G ro w th  ra tes
1984 1985° -------------------------------------------------
1982 1983 1984 1985"
1. E le c tric a l en e rg y
In sta lled  capacity 4.7 7.7
G e n e ra tio n ' 21.2 32.4
T o ta l c o n s u m p tio n 19.5 27.7
2. T ra n s p o r t  
F re ig h t m oved
By air 113.0
By sea 7.9
3. C o m m e rc e
In d ex  o f  co m m ercia l sa les ' 103.7 100.0
4. E m p lo m e n r
T o ta l serv ices sector 2  704
C o m m erce 1 062
P u b lic  a d m in is tra tio n 297
P e rso n a l serv ices 308''
9.8 11.6 13.2 15.1 1.7 18.3 13.7
38.3 39.6 43.3 3.6 9.3 3.4 9.3
31.3 33.2 37.6 0.7 7.2 6.0 13.2
41.5 49 .6 54.7 -15.9 -56.7 19.3 10.1
6.1 7.4 7.9 -1.7 -27.8 20.7 6.6
78.3 75.7 74.9 -2.6 -20.4 -3.4 -1.0
2  981 2  984 3 074 3.0 2.6 0.1 3.0
1 165 1 178 1 260 3.4 0.9 1.2 6.9
349 329* -3.1
386 441* 12.0
Source: ECLAC, on the basis of information provided by the Central Statistics and Information Office (Offil) and the statistical annex of the 
message of the President to Congress, 1986.
"Preliminary figures. Millions of kWh. 'Billions of kWh. Thousands of ton. 'In  the Caracas metropolitan area. Index in
real terms, 1980 = 100. 'Thousands of persons. ASecond half o f the year only. First half of the year only.
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c )  Em ploym ent and unem ploym ent
I n  1985  u n e m p l o y m e n t  c o n t in u e d  to  s h o w  t h e  s a m e  h ig h  le v e ls  a s  t h e  p r e v io u s  y e a r  ( 1 4 %  in  
t h e  c i t ie s  a n d  8 %  in  r u r a l  a r e a s ) .  C o n s t r u c t io n  w a s  o n c e  a g a in  t h e  s e c to r  w i th  t h e  h ig h e s t  r a t e  o f  
u n e m p l o y m e n t  ( 3 0 % ) ,  f o l lo w e d  b y  m a n u f a c tu r in g  ( 1 3 % )  a n d  c o m m e r c e  ( 1 1 % ) .  D u r i n g  th e  s e c o n d  
h a l f  o f  t h e  y e a r ,  h o w e v e r ,  t h e  u p w a r d  t r e n d  w h ic h  h a d  b e g u n  in  1982  w a s  r e v e r s e d  a n d  th e  p e r c e n ta g e  
o f  u n e m p lo y e d  fe ll s l ig h t ly ,  b o th  in  u r b a n  a n d  r u r a l  a r e a s  ( s e e  t a b le  12 a n d  f ig u re  3 )- E v e n  so , t h e  
u n e m p l o y m e n t  le v e l  a t  t h e  e n d  o f  t h e  y e a r  w a s  m u c h  h ig h e r  t h a n  t h a t  r e c o r d e d  tw o  y e a r s  b e fo re .
T a b le  12
V E N E Z U E L A : E M P L O Y M E N T  A N D  U N E M P L O Y M E N T
P e rc e n ta g e G ro w th  ra tes
1981 1982 1983 1984 1985° b reakdow n
1980 1985 1983 1984 1985°
L a b o u r  fo rce
(th o u sa n d s  o f  p e rso n s )  
N e t  p a r tic ip a tio n  ra te
5 120 5 305 5 4 8 6 5 673 5 873
(p e rc e n ta g e ) 54.7 54.4 54.2 55.3 56.1
T h o u s a n d s  o f p e rso n s
E m p lo y m e n t 4  803 4  928 4  937 4  942 5 106 100.0 100.0 0.2 0.1 3.3
P rim a ry  secto r 760 781 830 866 895 16.2 17.5 6.4 4.4 3.3
A g ricu ltu ra l ac tiv ities 
H y d ro c a rb o n s , m in es
694 710 757 792 826 14.7 16.2 6.6 4.6 4.3
and q u a rrie s 66 71 73 74 69 1.5 1.3 4.1 1.5 -7.5
Secondary  secto r 1 276 1 302 1 189 1 156 1 204 26.7 23.5 -8.7 -2.8 4.2
M a n u fac tu rin g 770 769 728 744 790 16.2 15.5 -5.4 2.3 6.2
C o n s tru c tio n 449 469 393 345 350 9.3 6.8 -16.2 -12.3 1.6
E lec tric ity , gas , w a te r  
and  san ita ry  serv ices 57 64 69 67 63 1.2 1.2 7.4 -2.8 -4.6
T e rtia ry  secto r 2  763 2  846 2  913 2  917 3 011 57.0 59.0 2.3 0.2 3.2
C o m m e rc e c 1 117 1 155 1 165 1 178 1 260 22.9 24.7 0.9 1.2 6.9
T ra n s p o r t ,  s to rag e  and 
c o m m u n ic a tio n s 366 375 374 348 343 7.4 6.7 -0.3 -7.0 -1.2
O th e r  serv ices 1 280 1 316 1 374 1 391 1 4 0 8 26.7 27.6 4.4 1.2 1.2
P e rc e n ta g e s
O p e n  u n e m p lo y m e n t 
N a t io n w id e  to ta l 6.2 7.1 10.0 12.9 13.1
P rev io u sly  em ployed  
S eek ing  w o rk  for
5.3 6.0 8.5 11.0 11.5
th e  firs t t im e 0.9 1.1 1.5 1.9 1.6
R u ra l areas 4.0 4 .8 5.7 7.6 8.0
U rb a n  areas 6.8 7.8 10.5 14.3 14.3
C aracas m e tro p o lita n
a rea 5.7 7.0 10.5 11.0"' 13.2rf
U n e m p lo y m e n t by 
eco n o m ic  secto r 5.3 6.0 8.5 11.0 11.5
M a n u fac tu rin g 7.3 8.8 11.7 13.0 13.2
C o n s tru c tio n 11.7 13.3 21.4 29.3 30.2
C o m m e rc e c 4.4 5.2 7.8 10.3 10.7
O th e r  serv ices 3.6 3.9 5.5 8.2 8.8
Source: ECLAC, on the basis of dara obtained from household surveys conducted by the Central Statistics and Information Office (OCEI). 
"Preliminary figures. "Labour force as a percentage of the population aged 15 years and over.





Source: ECLAC, on the basis o f  official data.
This decline in unemployment was of particular importance because it coincided with a further 
increase in the coefficient of net participation, which reached a record high. However, this was more 
than offset by the marked increase (3%) in the employment level, following two years of absolute 
stagnation (see table 12). The growth of employment in agriculture (4%) reflected the dynamism of 
this activity during the year, whereas the higher employment levels in manufacturing (6%) and 
construction (2%) were attributable partly to the effects of government reactivation programmes. 
The considerable rise (7%) in the number of persons employed in commerce was a result of the 
increase in underemployment in that sector and, more globally, of the expansion of the informal 
sector in the country. Indeed, between the second half of 1984 and the same period of 1985 the weight 
of employment in these activities increased from 44% to 46% of total employment.
3- T h e  e x t e r n a l  sector
Despite the unfavourable international conditions, Venezuela was able to maintain substantial 
external account surpluses, which brought its international reserves up to US$1.6 billion for the 
second consecutive year.
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a )  Exchange policy
I n  a c c o r d a n c e  w i th  w h a t  h a d  b e e n  a n n o u n c e d  a t  t h e  b e g in n in g  o f  1 9 8 4 ,10 f u r t h e r  p r o g r e s s  w a s  
m a d e  to w a r d s  t h e  g r a d u a l  u n i f ic a t io n  o f  t h e  d i f fe r e n t  e x c h a n g e  r a te s .  D u r i n g  1 9 8 5 , t h e r e  w a s  a  
g r a d u a l  t r a n s f e r  o f  t h e  i m p o r t s  w h ic h  w e r e  c o n s id e re d  " e s s e n t ia l"  a n d  w h ic h  e n jo y e d  a  sp e c ia l 
p r e f e r e n t i a l  r a t e  o f  4 .3  b o l ív a r e s  p e r  d o l l a r  to  t h e  c o m m e r c ia l  r a t e  o f  7 .5  b o l ív a r e s  p e r  d o lla r .  
T r a n s a c t i o n s  a t  t h e  p r e f e r e n t i a l  r a t e  t h u s  c a m e  to  r e p r e s e n t  o n ly  5 %  o f  t h e  t o t a l ,  w h e r e a s  t h o s e  a t  t h e  
c o m m e r c ia l  r a t e  j u m p e d  f ro m  2 4 %  to  3 8 %  o f  t h e  to t a l  ( s e e  ta b le  13).
T h e  C e n t r a l  B a n k 's  o p e r a t i o n s  o n  t h e  f r e e  m a r k e t  c o n t in u e d  to  r e p r e s e n t  a b o u t  U S $ 1 .4  b il l io n . 
A s  in  1 9 8 4 , t h e i r  m a in  o b je c t iv e  w a s  to  a v o id  s p e c u la t io n  a n d  to  m a i n t a i n  a  r e la t iv e ly  s ta b le  q u o ta t io n  
f o r  t h e  b o l iv a r  o n  th e  f r e e  m a r k e t .  B e c a u s e  o f  t h e  u n f a v o u r a b le  e x p e c ta t io n s  a r o u s e d  b y  th e  d e c l in e  o f  
t h e  i n t e r n a t io n a l  p e t r o l e u m  m a r k e t ,  t h e  C e n t r a l  B a n k  h a d  to  i n t e r v e n e  v ig o ro u s ly  o n  tw o  o c c a s io n s  
— in  J u n e  a n d  N o v e m b e r —  to  h a l t  t h e  in c r e a s e  in  t h e  d o l la r  r a t e  o n  t h e  f re e  m a r k e t .  D e s p i t e  th is ,  t h e  
r a t e  o b t a i n i n g  a t  t h e  e n d  o f  t h e  y e a r  — a lm o s t  15 b o l ív a r e s  to  t h e  d o l la r—  m e a n t  a  d e c l in e  o f  1 9 %  
c o m p a r e d  w i th  t h e  s a m e  p e r i o d  th e  y e a r  b e fo re  ( s e e  t a b le  14).
B e c a u s e  o f  t h e  f re e  m a r k e t 's  s m a ll  s h a r e  in  o v e r a l l  e x c h a n g e  t r a n s a c t io n s ,  h o w e v e r ,  t h e  a v e ra g e  
e x c h a n g e  r a t e  in c r e a s e d  m u c h  m o r e  s lo w ly  ( 9 % ) .  A s  th i s  a m o u n t  w a s  a  g o o d  d e a l  lo w e r  t h a n  th e  
d if fe r e n c e  b e tw e e n  th e  i n c r e a s e  in  t h e  w h o le s a le  p r i c e  in d e x  a n d  e x t e r n a l  in f la t io n ,  t h e  e f fe c tiv e  
e x c h a n g e  r a t e  fe ll b y  1 0 %  a f te r  h a v in g  r i s e n  d u r in g  t h e  tw o  p r e v io u s  y e a r s ,  t h u s  r e v e r t i n g  to  i ts  1981 
le v e l  ( s e e  ta b le  14).
T a b le  13
V E N E Z U E L A : F O R E IG N  E X C H A N G E  M O V E M E N T S  I N  T H E  
C E N T R A L  B A N K , B Y  T Y P E  O F  E X C H A N G E  R A T E
T ota l
E xch an g e  ra te  vis- a-vis th e  do llars 
4 .30  6.00 7.50 F re e
M ill io n s  o f  d o lla rs
1983
In co m e 17 841 16 531 364 946
E x p e n d itu re 16 731 12 977 935 2  819
1984
In co m e 17 281 2  423 13 274 962 622
E x p e n d itu re 15 971 4 966 2  420 7 104 1 481
1985°
In co m e 15 579 35 13 529 I 285 730
E x p e n d itu re 14 347 1 569 1 353 9 998 1 427
P e rc e n ta g e  b re a k d o w n
1983 100.0 85.3 3.8 10.9
1984 100.0 22.2 47.2 24.3 6.3
1985° 100.0 5.4 49.7 37.7 7.2
Source: ECLAC, on the basis of information provided by lhe Central Bank of Venezuela. 
"Preliminary figures. For the total of foreign exchange operations.
10 When the trade exchange rate was raised by 25% from 6 to 7.50 bolívares per dollar and the petroleum exchange rate by 45% from 
4.30 to 6 bolívares per dollar in February 1984, the government introduced a four-level system of multiple exchange rates (preferential, 
petroleum, trade and free), but cautioned that its intention was to unify the exchange rates gradually. During the oourseof 1985, theprogramme 
for the gradual removal of the preferential exchange rate was completed, except for a number of external debt service payments. The date for 
combining the trade and petroleum exchange rates at 7.50 bolívares to the dollar had been set at 1 January 1986. Similarly, the determination to 
maintain the free exchange rate for some time more was reasserted. This rate is used for non-traditional exports, non-authorized imports and 




VENEZUELA: EVOLUTION OF EXCHANGE RATE
A n n u a l and 
qu arte rly
N o m in a l ex ch an g e  ra tes  
(b o lív a res p e r  do llar)
In d ex es o f  rea  1 effective 
e x ch an g e  .• h
av e rag es T rad e F ree A v erage" E x p o rts Im p o rts
1975 4 .29 4.29 117.1 112.0
1976 4.29 - 4 .29 114.5 107.6
1977 4.29 - 4 .29 107.0 103.0
1978 4.29 - 4 .29 106.7 106.9
1979 4 .29 - 4 .29 107.8 108.8
1980 4 .29 4.29 100.0 100.0
1981 4 .29 - 4 .29 91.4 93.1
1982 4.29 - 4 .29 85.1 84.2
1983 10.59 5.01 91.9 91.5
1984 13.51 6.49 102.4 102.1
1985c 7.50 13.97 7.05 92.1 91.9
1982
I 4 .29 - 4 .29 86.7 86.1
II 4 .29 - 4 .29 85.6 84.9
III 4 .29 - 4 .29 84.1 83.1
IV 4 .29 - 4 .29 84.0 83.0
1983
I 4 .86 5.60 4.35 83.3 82.9
II 6.00 10.20 5.13 94.8 94.6
III 6.00 13.90 5.70 102.6 102.1
IV 6.00 12.75 4.87 86.9 86.4
1984
I 7.00 13.65 5.45 94.5 94.1
II 7.50 15.30 6.94 114.7 114.5
III 7.50 12.57 6.77 103.8 103.5
IV 7.50 12.52 6.79 96.5 96.1
1985c
I 7.50 13.28 6.93 93.2 92.8
II 7.50 13.36 6.99 91.4 9 1 3
III 7.50 14.39 7.11 92.0 9 1 8
IV 7.50 14.85 7.17 91 .8 91.7
Source: ECLAC, on the basis of information provided by the International Monetary Fund, International Financial Statistics, and the Central 
Bank of Venezuela.
' Weighted average based on the foreign exchange movements recorded by the Central Bank of Venezuela. Corresponds to the average of
the indexes relating to the real exchange rate for the bolivar with respect to the currencies of Venezuela's main trading partners, weighted 
according to the relative magnitude of exports to or imports from these countries, as appropriate. From 1975 to 1979, the weightings 
correspond to the average for those same years; from 1980 onwards, they correspond to the average for the period 1980-1983. These 
calculations were made primarily on the basis of wholesale price indexes', in the case of Venezuela, the "national products" sub-index of that 
index were used. Furthermore, due to the introduction of a multiple exchange rate system, from February 1983 the base used was the average 
exchange rate for the entire economy, weighted by the foreign currency movements recorded by the Central Bank. For information on the 
methodology and sources used, see the Technical Appendix to the Economic Survey of Lathi America. I9M. ' Preliminary figures.
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b )  Foreign trade
D e s p i t e  t h e  f u r th e r  d e t e r i o r a t i o n  o f  t h e  i n t e r n a t io n a l  p e t r o l e u m  m a r k e t ,  m e r c h a n d i s e  t r a d e  
a g a in  s h o w e d  a  s u b s t a n t i a l  s u r p lu s  o f  U S $ 7 .6  b i l l io n ,  o n ly  s l ig h t ly  b e lo w  t h a t  r e c o r d e d  in  198 4 . T h is  
w a s  a t t r ib u t a b l e  to  t h e  c o n s id e r a b le  d r o p  in  t h e  v a lu e  a n d  v o lu m e  o f  im p o r t s  o f  g o o d s  ( -1 6 %  a n d  
- 1 5 % ,  r e s p e c t iv e ly ) ,  t h e  le v e ls  o f  w h ic h  w e r e  o n ly  s l ig h t ly  h i g h e r  t h a n  th o s e  o f  1983  ( s e e  t a b le  15). 
T h is  d e c l in e  w a s  d u e ,  in  t u r n ,  to  t h e  f u r th e r  e x p a n s io n  o f  t h e  im p o r t  s u b s t i t u t io n  p r o c e s s ,  c o m b in e d  
w i th  t h e  r e l a t i v e  s t a g n a t io n  o f  a  n u m b e r  o f  d o m e s t ic  a c tiv i t ie s .  A ls o  c o n t r i b u t i n g  to  t h i s  to  a  c e r ta in  
e x t e n t  w a s  t h e  e n d in g  o f  t h e  p h a s e  o f  r e p l e n i s h m e n t  o f  s to c k s  w h ic h  h a d  t a k e n  p la c e  in  1984 .
A  p a r t i c u l a r ly  n o t ic e a b le  f e a tu r e  w a s  t h e  c o n t r a c t io n  in  e x t e r n a l  fo o d  p u r c h a s e s  ( -2 7 %  d u r in g  
th e  f i r s t  n i n e  m o n t h s  o f  t h e  y e a r ) ,  w h ic h  m i r r o r e d  t h e  d y n a m is m  o f  t h e  n a t io n a l  a g r ic u l tu r a l  s e c to r . 
C o n s e q u e n t ly ,  t h e  s h a re  o f  fo o d s tu f fs  in  o v e r a l l  i m p o r t s  r e a c h e d  i ts  lo w e s t  le v e l  in  10 y e a r s  ( 7 % ,  
c o m p a r e d  w i th  m o r e  t h a n  1 4 %  in  1 9 7 6 ) . A  s h a r p  r e d u c t io n  w a s  a ls o  r e c o r d e d  in  e x t e r n a l  p u r c h a s e s  
o f  c h e m ic a ls  (-21  % ) ,  w h ic h  a ls o  r e f le c te d  t h e  u p t u r n  in  t h e  d o m e s t ic  p r o d u c t io n  o f  t h o s e  g o o d s . A ll  in  
a ll, i m p o r t s  o f  r a w  m a te r i a l s  a n d  i n t e r m e d ia t e  p r o d u c t s  s h r a n k  b y  a lm o s t  o n e - f i f th  d u r in g  th e  f irs t  
t h r e e  q u a r t e r s  o f  t h e  y e a r  ( s e e  t a b l e  16). O n  t h e  o t h e r  h a n d ,  i m p o r t s  o f  c o n s t r u c t io n  m a te r i a l s ,  
c o n s u m e r  d u r a b le s  a n d  c a p i ta l  g o o d s  in c r e a s e d  s te a d i ly  ( 2 6 % ,  2 5 %  a n d  1 8 % , r e s p e c t iv e ly ) ,  a l th o u g h  
th e y  d id  n o t  c a n c e l  o u t  th e  d r a s t i c  d e c l in e  o f  p r e v io u s  y e a r s .  A s  a  r e s u l t ,  t h e  s h a re  o f  t h e  i n d u s t r i a l i z e d  
c o u n t r i e s  in  V e n e z u e la n  i m p o r t s  in c r e a s e d  c o n s id e ra b ly ,  e v e n  s u r p a s s in g  t h e  le v e ls  a t t a in e d  in  19 8 0  
( s e e  ta b le  17). I n  c o n t r a s t ,  L a t in  A m e r ic a 's  s h a re  in  V e n e z u e la 's  t r a d e  d e c l in e d .  P a r t ic u la r ly  s t r ik in g  
w a s  t h e  d r o p  in  V e n e z u e la 's  e x t e r n a l  s a le s  to  t h e  r e g io n ,  w h ic h  h i g h l ig h t e d  th e  d e c l in e  in  L a t in  
A m e r ic a 's  p u r c h a s i n g  p o w e r  b e c a u s e  o f  th e  p r e s e n t  c r is is  ( s e e  t a b le  17).
T h e  o t h e r  f a c to r  w h ic h  h e lp e d  to  s u s ta in  t h e  t r a d e  s u r p lu s  w a s  t h e  d y n a m is m  s h o w n  b y  
n o n - p e t r o l e u m  e x p o r t s ,  w h ic h  m i t ig a t e d  th e  im p a c t  o f  t h e  d r o p  in  e x t e r n a l  s a le s  o f  h y d r o c a r b o n  (s e e  
ta b le  18). P e t r o le u m  s a le s ,  w h ic h  s h r a n k  b y  a lm o s t  1 4 % , r e a c h e d  t h e i r  lo w e s t  le v e l  s in c e  197 8 , 
w h e r e a s  th e  r e m a i n i n g  e x p o r t s ,  b o th  t r a d i t i o n a l  a n d  n o n - t r a d i t i o n a l  in c r e a s e d  s ig n if ic a n t ly , d u e
T a b le  15
V E N E Z U E L A : M A IN  F O R E IG N  T R A D E  I N D IC A T O R S
1979 1980
G r o w th  rates
1981 1982 1983 1984 1985"
E x p o r ts  o f  g o o d s
V a lu e 5 5 .9 34 .5 4 .8 -1 8 .2 -1 0 .8 8.8 -1 0 .4
V o lu m e 8.2 -11 .1 -4 .6 -12 .1 -3 .5 4 .8 -7 .0
U n it  va lu e 4 4 .0 5 1 .3 9 .9 -6 .9 -7 .5 . 3.8 -3 .7
I m p o r ts  o f  g o o d s
V a lu e -1 1 .0 8.7 11.5 12.0 -5 2 .8 2 2 .9 -1 6 .3
V o lu m e -1 9 .6 -4 .2 11.3 15.2 -5 1 .2 2 5 .7 -1 4 .6
U n it  va lu e 10.7 13.5 0.1 -2 .7 -3 .4 -2 .2 -2 .0
T erm s o f  trade (g o o d s) 3 0 .0  3 4 .0  
I n d e x e s  (1 9 8 0  = =
9 .0
100)
-4 .8 -5 .0 4 .8 -1 .4
T erm s o f  trad e  (g o o d s) 7 4 .6 100.0 109.0 103.8 98 .5 103.3 101.8
P u rch a s in g  p o w e r  o f  e x p o r ts
o f  g o o d s 8 3 .9 100.0 104.0 8 6 .9 79 .7 87 .5 80.2
P u rch a s in g  p o w e r  o f  e x p o r ts
o f  g o o d s  and serv ice s 8 4 .4 100 .0 102.0 85 .5 7 8 .5 8 3 .8 7 5 .9
In d e x e s  o f  v o lu m e
E x p o r ts  o f  g o o d s 112.4 100.0 9 5 .4 8 3 8 8 0 .8 8 4 .9 7 8 .8
I m p o r ts  o f  g o o d s 104.4 100.0 111 .3 128.2 6 2 .6 7 8 .8 6 7 .3
Source: ECLAC, un the basis uf official figures.





VENEZUELA: IMPORTS OF GOODS, CIF
M illio n s o f  doll a rs ua6C G ro w th  ra tes
b reak d o w n  *
1983 1984 1985° 1976 1980 1985° 1982 1983 1984 1985*
T o ta lc 5 786 7 007 5 2 8 9 100.0 100.0 100.0 -1 .2 -50 .3 21.1 -4 .7
C o n s u m e r  g o o d s
F oodstu ffs and
1 290 1 469 1 078 15.9 2 3 .8 20.4 -2 .5 -53.3 13.9 -8 .0
b ev e rag es 559 655 384 14.2 8.2 7.3 -16.2 -40.8 17.2 -27.0
O th e r  co n su m e r goods 731 814 694 1.7 15.6 13.1 6.5 -59.8 11.4 7.4
D u rab les 287 276 283 0.8 7.8 5.4 1.2 -65.0 -3.8 24.7
N o n -d u ra b le s 444 538 411 0.9 7.8 7.8 11.3 -55.5 21.2 -1.9
R a w  m a te r ia ls  a n d
in te rm e d ia te  g o o d s 2  368 3 118 2  115 73.7 34.5 40 .0 2.1 -40 .9 31.7 -18 .7
R a w  m ate ria ls 1 970 2  771 1 852 56.6 28.4 35.0 -12.1 -27.9 40.7 -20.3
F o r industry 1 808 2  541 1 686 52.5 26.3 31.9 -10.7 -28.9 40.5 -20.7
F o r  ag ricu ltu re 162 230 166 4.1 2.7 3.1 -27.3 -14.3 42.0 -16.2
F ue ls  and  lu b rican ts 152 181 105 2.8 1.6 2.0 -28.7 126.9 19.1 -30.9
B u ild in g  m a te ria ls 246 167 158 14.3 4.5 3.0 67.2 -79.6 -32.1 26.4
C a p ita l  g o o d s 2  128 2  420 2 0 9 6 10.4 41 .4 39.6 -3 .0 -56.4 13.7 17.8
M ach in ery  and too ls 1 259 1 475 1 338 5.0 26.7 25.3 4.1 -60.1 17.2 27.4
T ra n s p o r t  e q u ip m e n t 870 945 758 5.4 14.6 14.3 -13.9 -49.6 8.7 3.8
Source: UCLAC, on the basis of data provided by the Central Statistics and Information Office (OŒI).
"January-September. January-September in comparison to the same period of the preceding year. ' As different sources were used, 
these figures do not correspond exactly to those given in tables 18 and 19.
p r im a r i l y  to  t h e  i n c e n t iv e  o f  e x c h a n g e  r a t e  d i f f e r e n t i a l .11 T h e  m e a s u r e s  t a k e n  to  im p r o v e  th e  
m a n a g e m e n t  o f  S ta te  e n t e r p r i s e s ,  f o r  t h e i r  p a r t ,  le d  to  a n  im p r o v e m e n t  in  o u tp u t  a n d  q u a lity . T h u s ,  
t h e r e  w e r e  m a r k e d  in c r e a s e s  in  e x p o r t s  o f  i r o n  o r e  ( 1 0 0 % ) ,  s te e l  a n d  i r o n  a n d  s te e l  p r o d u c t s  ( 6 7 % )  
a n d  a lu m in iu m  ( s e e  t a b le  18).
B e c a u s e  o f  t h e  h u g h  s h a r e  o f  to ta l  e x p o r t s  t h a t  e x te r n a l  o i l  s a le s  s t i l l  r e p r e s e n te d ,  h o w e v e r ,  
th e s e  p r o m is i n g  r e s u l t s  n e v e r th e l e s s  f a i le d  to  p r e v e n t  to ta l  e x p o r t  in c o m e  f ro m  d r o p p i n g  b y  m o r e  
t h a n  1 0 % . S in c e  t h e r e  w a s  a ls o  a  d e t e r i o r a t i o n  i n t h e t e r m s o f  t r a d e ,  t h e  p u r c h a s in g  p o w e r  o f  e x p o r t s  
w a s  e v e n  lo w e r  t h a n  t h a t  o f  197 9  ( s e e  t a b le  15).
c )  The balance o f  paym ents
T h e  d e f ic i t  o n  t r a d e  in  r e a l  s e rv ic e s  s ta y e d  a t  t h e  s a m e  le v e l a s  in  p r e v io u s  y e a r s ,  w i th  t h e  r e s u l t  
t h a t  t h e  t r a d e  b a la n c e  o n  g o o d s  a n d  s e rv ic e s  s h o w e d  a  s u r p lu s  o f  U S $ 6  b i l l io n ,  a s  in  1984  (s e e  
t a b le  19). H o w e v e r ,  t h e  d e f ic i t  o n  f a c to r  s e rv ic e  p a y m e n t s  in c r e a s e d ,  p a r t ly  a s  a  r e s u l t  o f  t h e  r i s e  in  
i n t e r e s t  p a y m e n t s ,  w h ic h  w a s  c a u s e d , in  tu r n ,  b y  th e  p a y m e n t s  a r r a n g e m e n t  a g r e e d  o n  d u r in g  th e  
r e n e g o t i a t i o n  o f  t h e  e x t e r n a l  d e b t . In  f a c t ,  d i s b u r s e m e n t s  fo r  e x te r n a l  p r i v a t e  d e b t  i n t e r e s t  p a y m e n t s  
a lm o s t  d o u b le d ,  s in c e  t h e  a r r e a r s  in  th o s e  p a y m e n t s  d e c l in e d  s u b s ta n t ia l ly  ( s e e  t a b le  2 0 ) . T h e  lo w e r  
in c o m e  r e c e iv e d  f ro m  i n t e r e s t  a ls o  c o n t r ib u te d  to  th i s  r e s u l t  a n d  r e f le c te d  th e  d r o p  in  b o th  i n t e r n a ­
t io n a l  i n t e r e s t  r a t e s  a n d  f ro z e n  e x t e r n a l  a s s e ts .  H e n c e  t h e  c u r r e n t  a c c o u n t  s u r p lu s  s h r a n k  b y  m o r e  
t h a n  U S $ 1  b i l l io n ,  a l t h o u g h  i t  s t i l l  r e m a in e d  s iz e a b le  ( c lo se  to  U S $ 4  b i l l io n ) .
T h is  r e d u c t io n  r e f e r r e d  to  a b o v e  w a s  a lm o s t  c o m p le te ly  o f fs e t, h o w e v e r ,  b y  t h e  s u b s ta n t ia l  
d e c l in e  ( f ro m  U S $ 3 .4  b i l l io n  to  U S $ 2 .3  b i l l io n )  in  t h e  n e g a t iv e  b a la n c e  o n  th e  c a p i ta l  a c c o u n t. T h is
11 Authorized imports of raw materials and intermediate goods were made at the trade exchange rate of 7.50 bolívares to the dollar, 
whereas the income from non-petroleum exports enjoyed the benefit of the free market exchange rate, whose average value during the year was 
14 bolívares to the dollar (see table 14). A foreign exchange differential of this size represents a considerable indirect subsidy to non-traditional 
exports, to which were added the expansion and diversification of a series of credit and administrative incentives.
647
w a s  d u e , inter alia, to  th e  s l ig h t  r is e  in  d ir e c t  in v e s tm e n t ,  th e  r e la t iv e  d e c l in e  in  p r iv a te  c a p ita l  
o u tf lo w s  a n d , f in a lly , th e  p r o c u r e m e n t  o f  n e w  b i l a te r a l  a n d  m u l t i la te r a l  lo a n s .  A s  a  r e s u l t ,  th e  b a la n c e  
o f  p a y m e n ts  s h o w e d  a s u r p lu s  v e ry  s im i la r  to  t h a t  o f  1984  (s e e  ta b le  19) an d  th e  in te r n a t io n a l  
r e s e r v e s  a g a in  in c r e a s e d  b y  m o r e  t h a n  U S $ 1 .6  b il l io n . T h e  C e n tr a l  B a n k 's  fo re ig n  e x c h a n g e  a s se ts  
a lso  in c r e a s e d  b y  a lm o s t  U S $ 1 .2  b i l l io n ,  to  a  to ta l  o f  a lm o s t  U S $ 9  b i l l io n ,  w h ic h  is e q u iv a le n t  to  m o re  
t h a n  16 m o n th s  o f  im p o r t s  ( s e e  ta b le  2 1 ) .
d ) External indebtedness
T h e  to ta l  e x te r n a l  d e b t  w e n t  d o w n  fo r  th e  s e c o n d  c o n s e c u t iv e  y e a r  a n d  a t  y e a r - e n d  i t  s to o d  a t 
U S $ 3 4  b i l l io n  — a n  a m o u n t  lo w e r  t h a n  th a t  r e c o rd e d  in  1982 . H o w e v e r ,  d u e  to  th e  s im u l ta n e o u s  
r e d u c t io n  in  e x p o r t s  o f  g o o d s  a n d  s e rv ic e s ,  th e  d e b t / e x p o r t s  c o e f f ic ie n t  ro se  f ro m  2 1 0 %  to  2 2 5  % , th e  
h ig h e s t  le v e l in  r e c e n t  t im e s  ( se e  ta b le  2 2 ) .
T ab le  17
V E N E Z U E L A : O R I G I N /D E S T I N A T I O N  O F  I M P O R T S /  
E X P O R T S  O F  G O O D S
M illio n s  o f  d o lla rs  
(FOB v a lu e)
P e rc e n ta g e
b reakdow n
G ro w th  ra te s
1983 1984 1985" 1975 1980 1985" 1983 1984 1985"
Im p o rts
T o ta l'' 5 783 7 005 6 593 100.0 100.0 100.0 -50.3 21.1 -5 .9
O r ig in :
O E C D 4 725 5 683 90.0 85.5 -51.8 20.3
U n ite d  S ta tes 2 648 3 338 3 355 47.6 47.8 50.0 -50.0 26.1 0.5
E EC 1 190 1 405 1 463 25.8 19.8 21.8 -46.4 18.1 <1.1
Ja p a n 328 337 364 8 .0 8 .0 5 .4 -72.4 2 .7 8 .0
L a tin  A m e r ic a 8 6 9 1 114 939 1.7 11.1 14.0 -41 .9 28.2 -15.7
B raz il 345 366 295 1.1 2 .1 4 .4 -26.4 (5.1 -19.4
C o lo m b ia 91 113 110 1.5 1 6 1 6 -61.9 24.2 -2.7
C e n tra l A m erica 92 183 1.0 2 .7 -69.1 98.9
N e th e r la n d s  A n tille s 109 112 116 0.4 0.7 1 7 230.3 2 .8 3 .6
O th e rs 189 208 2.3 3.4 -44.4 10.1
E x p o rts
T o ta l" 14 984 16 084 14 265 100.0 100.0 100.0 -11 .3 7.3 -11.3
D e s t in a t io n :
O E C D 9 119 9  741 8 551 58.0 53.3 59.9 -11.7 (5.8 -12.2
U n ite d  S ta tes 4 475 6 134 5 213 33.9 24.6 36.5 -5.9 37.1 -15.0
E E C 2 819 1  941 2 484 9.3 12.4 17.4 17.9 -31.1 28.0
Ja p a n 343 3 9 0 4 2 2 0.3 3 .6 3 .0 -40.0 13.7 8.2
L a tin  A m e r ic a 5 327 5 844 3 0 9 0 40.0 41.1 21.7 -13.3 9 .7 -47.1
B razil 532 514 251 1 1 3 .5 1 8 -41.7 -3.4 -51.2
C o lo m b ia 3 1 7 322 194 0.3 1 4 1 4 -9.9 1 6 -39.8
C e n tra l A m erica 1 782 1 738 3 .1 2 .5 12.2 -2.5
N e th e r la n d s  A n tille s 3  226 2 858 790 20.6 23.9 5.5 -9 5 -11.4 -72.4
O th e rs 538 4 9 9 2 624 2 .0 5 .6 18.4 32.5 -7 .2 *»
Source: BCLAC, on rhe basis of statistics provided by the Central Bank of Venezuela and the International Monetary Fund. 
"Preliminary figures. ’’As different sources were used, these figures do m« correspond exactly to those given in tables 18 and 19.
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T a b le  18
V E N E Z U E L A : E X P O R T S  O F  G O O D S , F O B
M illio n s  o f  d o lla rs
P e rc e n ta g e
b re a k d o w n G ro w th ra te s
1983 1984 1985" 1975 1980 1985" 1982 1983 1984 1985°
T o ta l 14 570 15 851 14 197 100.0 100.0 100.0 -18 .2 -10 .8 8.8 -10 .4
M a in  t r a d itio n a l
e x p o r ts 13 581 14 909 12 979 98 .0 95 .9 91 .4 -18 .3 -1 2 .6 9.8 -12 .9
P e tro le u m 13 478 14 798 12 773 94.6 94.9 90.0 -18.0 -12.7 9.8 -13.7
I ro n  o re 80 84 168 3.1 0.8 1.2 -50.9 -3.6 5.0 100.0
M a in  n o n - tra d i t io n a l
e x p o r ts 989 942 1 218 2.0 4.1 8.6 -15 .7 30 .8 -4 .8 29 .3
P u b lic  sector 647 527 681 0.2 2.7 4.8 -21.2 22.5 -18.5 29.2
A lu m in iu m 439 308 2.1 -22.5 38.5 -29.8
Steel 149 134 0.6 -28.3 25.2 -10.1
O th e r 59 85 0.2 - -3.2 -35.9 44.1
P r iv a te  secto r 342 415 537 1.8 1.4 3.8 0.4 50.0 21.3 29.4
Source: ECLAC, on the basis of data provided by the Central of Venezuela and the International Monetary Fund. 
"Preliminary figures. Also includes coffee and cocoa.
T h e  d e c l in e  in  t h e  t o t a l  e x t e r n a l  d e b t  w a s  d u e  la rg e ly  to  t h e  a m o r t i z a t i o n  p a y m e n t s  m a d e  o n  
t h a t  p a r t  o f  t h e  p u b l ic  d e b t  o w e d  to  o ff ic ia l c r e d i to r s  w h ic h  w a s  n o t  s u b je c t  to  r e n e g o t i a t i o n .  T h e  m o r e  
e x p e d i t io u s  r e l a t i o n s  e s ta b l i s h e d  b e tw e e n  t h e  C e n tr a l  B a n k  a n d  p r iv a t e  s e c to r  d e b to r s  a ls o  c o n t r i b ­
u te d  to  t h i s  s in c e  th e y  m a d e  i t  p o s s ib le  to  d r a s t ic a l ly  r e d u c e  th e  d e la y s  in  p a y m e n t  o f  i n t e r e s t  o n  th e  
p r i v a t e  d e b t ,  t h u s  d i m i n i s h i n g  th e  s h o r t - t e r m  d e b t. A t  t h e  s a m e  t i m e ,  h o w e v e r ,  t h i s  m e a n t  t h a t  t h e  
w e ig h t  o f  t h e  to t a l  d e b t  vis-a-vis e x p o r t s  in c r e a s e d  f ro m  2 4 %  to  2 9 %  (se e  t a b le  2 2 ) .
T h e  m o s t  i m p o r t a n t  e v e n t  in  r e s p e c t  o f  e x t e r n a l  f in a n c in g ,  h o w e v e r ,  w a s  t h e  s ig n in g  o f  tw o  
n e w  c r e d i t  a g r e e m e n t s .12 A l th o u g h  o n ly  q u i te  s m a ll ,  th e s e  lo a n s  w e r e  t h e  f i r s t  f r u i t s  o f  t h e  n e w  
e x te r n a l  f in a n c in g  p o l ic y , w h ic h  p r o v id e s  f o r  in c r e a s e d  u t i l i z a t i o n  o f  t h e  l in e s  o f  c r e d i t  o f fe re d  b y  
b i l a te r a l  o r  m u l t i l a t e r a l  o ff ic ia l a g e n c ie s .
I n  t h e  s h o r t  t e r m ,  t h e  r e n e g o t i a t i o n  o f  t h e  p u b l ic  d e b t  o w e d  to  p r i v a t e  c r e d i to r s  c o n t in u e d  to  b e  
t h e  m a in  p iv o t  o f  t h e  e x t e r n a l  f i n a n c in g  p o lic y . A t  t h e  r e q u e s t  o f  t h e  V e n e z u e la n  g o v e r n m e n t ,  "a  
c o n t in g e n c y  c la u s e "  w a s  in c lu d e d  in  th e  a g r e e m e n t  in  p r i n c i p l e 13 w h ic h  e m p o w e r s  t h e  p a r t i e s  to  
r e o p e n  n e g o t i a t i o n s  i f  a d v e r s e  c h a n g e s  o c c u r  in  t h e  i n t e r n a t io n a l  e c o n o m ic  s i tu a t io n .  A l th o u g h  n o  
d e f in i te  a g r e e m e n t  w a s  r e a c h e d ,  a t  t h e  e n d  o f  t h e  y e a r  t h e  n e g o t i a t i o n s  s e e m e d  to  b e  c lo s e  to  a  
c o n c lu s io n .
W i th  r e g a r d  to  t h e  p r i v a t e  d e b t ,  t h e  g o v e r n m e n t  u n d e r to o k  to  s u p p ly  f o r e ig n  e x c h a n g e  a t  a  
p r e f e r e n t i a l  e x c h a n g e  r a t e  o f  4 .3 0  b o l ív a r e s  to  t h e  d o l la r  f o r  a m o r t i z a t i o n  p a y m e n t s  o n  U S $ 7  b i l l io n  
o f  r e g i s t e r e d  d e b t .  T h e  C e n t r a l  B a n k  b e g a n  to  s ig n  e x c h a n g e  a g r e e m e n t s  w i th  t h e  d e b to r  c o m p a n ie s ,  
w h ic h  p r o v id e  f o r  t h e  d e l iv e ry  o f  f o r e ig n  e x c h a n g e  to  c o v e r  th o s e  p a y m e n t s  o v e r  a  f iv e -y e a r  p e r io d ,  
b e g in n in g  A p r i l  1986 .
12 The first of these was for a commercial loan of US$ 170 million to extend the Caracas underground railway. The second, granted by the 
Inter-American Development Bank, was for loans of USÎ30 million for agriculture, US$35 million for forestry development and US$550 million 
for various industrial projects.




V E N E Z U E L A : B A L A N C E  O F  P A Y M E N T S  
(Militons o f dollars)
1979 1980 1981 1982 1983 1984 1985"
B a la n c e  o n  c u r re n t  a c c o u n t 370 4  749 4  026 -4 222 4  451 5 001 3 950
T ra d e  b a lance 760 4  839 3 835 -2 077 6 745 6 223 6 019
E x p o rts  o f  g o ods and serv ices 14 959 19 968 20  9 3 8 17 557 15 825 16 696 15 089
G oods FO B 14 159 19 050 19 963 16 332 14 570 15 851 14 197
R eal se rv ices 800 918 975 1 225 1 254 845 887
T ra n s p o r t  an d  in su ra n se 473 513 595 664 673 440 488
T ravel 178 243 187 309 310 358 245
Im p o r ts  o f  goo d s an d  se rv ices 14 199 15 129 17 104 19 634 9 080 10 474 9 065
G oods FO B 10 004 10 877 12 123 13 584 6 4 0 9 7 877 6 593
R eal se rv ices 4  195 4  252 4  980 6 050 2  671 2  597 2  472
T ra n s p o r t  and  in su ran ce 1 4 5 4 1 449 1 567 1 524 930 1 116 970
T rav e l 1 738 1 9 9 9 2  372 2  925 1 0 7 3 1 075 830
F a c to r  se rv ices -3 328 574 -1 530 -2 107 -1 072 -1 950
P ro fits -313 -321 -350 -401 -188 -152 -155
In te re s t  received 1 346 2  263 3 581 2  565 1 500 2  169 1 720
In te re s t  paid -1 036 -1 6 1 3 -2 657 -3 694 -3 425 -3 029 -3 515
U n re q u ite d  p r iv a te  tra n sfe rs -388 -418 -383 -615 -187 -149 -119
B a la n ce  o n  c a p ita l a c c o u n t 3 729 -985 -4 047 -3 944 -4 116 -3  4 3 3 -2  279
U n re q u ite d  official tra n sfe rs -19 -21 -26 -24 -24 -2 9 -, -23
L o n g -te rm  cap ita l 1 4 4 3 2  060 810 3 155 239 -318
D ire c t in v e s tm e n t (n e t) 88 55 184 253 86 58
P o rtfo lio  in v e s tm e n t (n e t) -74 1 311 83 1 582 201 -130
O th e r  lo n g - te rm  cap ita l 1 4 2 9 695 544 1 320 -47 -246
Official s e c to r ' 1 026 -290 -262 1 317 332 -308
L o an s received 1 857 787 781 2  741 1 2 5 9 434
A m o r tiz a tio n  p a y m e n ts -776 -855 -891 -1 492 -827 -752
C o m m erc ia l b a n k s ' -655 220 555 - - •-1 353
L o ans received - - - - - -
A m o r tiz a tio n  p a y m e n ts - - - - - -
O th e r  se c to rs c 1 058 765 250 3 -379 62
L o an s received 2 0 6 6 1 9 4 2 161 5 1 284 505 28
A m o r tiz a tio n  p a y m e n ts -860 -1 007 -1 090 -1 068 -702 -269
S h o r t- te rm  cap ita l (n e t) 1 809 -1 896 -2 692 -4 914 -4 338 -3 189
Official sec to r -3 103 33 -57 -17 24
C o m m erc ia l banks -65 -27 35 916 -827 -197
O th e r  sec to rs 1 876 -1 972 -2 760 -5 773 -3 493 -3 016
E rro rs  and  o m iss io n s  (n e t) 497 -1 128 -2 139 -2 161 7 104 -903
G lo b a l b a lan ce 4  098 3 764 -21 -8 165 336 1 568 1671
T ota l v a r ia tio n  in  rese rv es
(-  sign  ind ica tes an  in c rease ) -4 121 -4 184 -1 100 7 635 -283 -1 7 9 7 -1 6 7 1
M o n e ta ry  gold - - - - - - -
Special D ra w in g  R ig h ts -135 9 -101 5 87 -22 -121
IM F  re se rv e  p o s itio n 229 -87 -14 -113 -166 106 -7
F o re ig n  e x c h a n g e  a sse ts -1 379 795 -1 4 4 6 16 9 5 -960 -1 392 -1 153
O th e r  asse ts -2 835 -4 900 461 6 048 756 -489 -390
U se  m ad e  o f  IM F  c red it - - - - - - -
Source: 1979-1984: International Monetary Fund, Balance of Payments Yearbook, March 1986; 1985: ECLAC, on the basis of official data.
"Preliminary figures. 'Real services also include other official and private transactions, but exclude factor services. 'In addition to 
loans received and amortization payments made, this item includes net loans granted and other assets and liabilities. The global balance
is the sum of the current account balance plus the balanceoncapital account. Thedifference between the total variationin reserves (of opposite 




V E N E Z U E L A : C E N T R A L  B A N K  F O R E IG N  E X  C H A N G E  
R E C E IP T S  A N D  O U T L A Y S
Table 20
(Millions of dollars)
R eceip ts O utlays Foreign
exchange
position
Balance o f the 
C en tra l 




n a tio n ­
al re ­
serves
P e tro ­
leum
O thers" Total
Im ports  
o f  goods 
and ft
services
E xternal debt 
Public P rivate
O th e rs ' Total
1980 12 641 6 625 19 266 10 877 2 125 1 007 6 062 20 071 845 5 599 7 025
1981 18 961 6 148 25 109 12 123 2 284 1 463 9 4 1 4 25 584 1 525 7 035 8 619
1982 18 984 6 919 25 903 13 584 2 923 1 839 9 075 27 421 -1 518 5 355 ' 10 039 '
1985 14 161 3 680 17 841 8 019 4 770 625 3 317 16 731 1 110 6 346 11 149
1984 15 227 2 054 17 281 8 249 5 218 382 2 122 15 971 1 310 7 692 12 469
19857 13 105 2 474 15 579 7 154 4 291 728 2 174 14 347 1 232 8 845 13 750
1984
I 3 526 361 3 887 2 257 1 160 26 577 3 980 -93 6 268 11 071
II 5 931 507 4 438 1 679 1 314 61 586 3 640 798 7 071 11 874
III 3 602 605 4 207 2 190 1 192 126 324 3 832 375 7 440 12 244
IV 4 168 581 4 749 2 163 1 552 169 635 4 519 230 7 692 12 469
19857
I 3 420 566 3 986 1 473 1 173 183 603 3 432 554 8 250 13 027
II 3 338 593 3 931 1 771 1 110 185 430 3 496 435 8 688 13 465
III 2 497 995 3 492 1 933 983 211 565 3 692 200 8 509 13 286
IV 3 850 320 4 170 1 977 1 025 149 576 3 727 443 8 845 13 750
Source: ECLAC, on the basis of data supplied by the Central Bank of Venezuela.
"Includes receipts from the Venezuelan Investment Fund (USS632 million in 1980. USS2 019 million in 1981. USSI 728 million in 1982. 
USSI 002 million in 1983, and USS77 million in 1984. Includes foreign exchange expenditure by Petróleos de Venezuela, information 
services and agreements. Excludes imports at the free exchange rate. ’Includes Central Bank sales of foreign exchange on the free 
market. Position at the end of the period, including adjustments for changes in exchange rate for Special Drawing Rights and reserve 
currencies with respect to the US dollar. ’’Includes the effect of rhe centralization of the foreign-exchange assets of the petroleum 
industry. Preliminary figures.
T ab le  21
V E N E Z U E L A : T O T A L  I N T E R N A T I O N A L  R E S E R V E S  
(Millions o f dollars)
T o ta l
C e n tra l
F o r e ig n
e x c h a n g e "
B an k "
G o ld O th e r s
V e n e z u e la n
In v e s tm e n t
F u n d
C o m m e rc ia l
b a n k s T o ta l
A t th e  e n d  of:
1976 8 570 6 874 472 1 224 641 74 9 285
1977 8 145 6 506 475 1 164 916 68 9 129
1978 6 4 3 8 5 00 7 481 95 0 873 2 88 7 599
1979 7 740 6 398 484 858 729 350 8 819
1980 7 025 5 599 48 4 942 I 483 377 8 885
1981 8 61 9 7 035 484 1 100 2 452 388 11 4 0 9
1982 10 03 9 5 355 3 43 9 1 245 1 521 64 11 6 24
1983 11 149 6 346 3 43 9 1 364 68 9 343 12 181
1984 12 4 6 9 7 692 3 43 9 1 338 1 252 582 14 303
1985* 13 75 0 8 845 3 4 3 9 1 46 6 1 4 2 6 890 16 0 66
Source: ECLAC, on the basis of information provided by the Central Bank of Venezuela and the International Monetary Fund.
"Includes that part of the reserves of the Venezuelan Investment FUnd which is administered by the Central Bank. Preliminary figures.
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4 . P r i c e s  a n d  w a g e s
a )  Prices
T h e  r a t e  o f  in f la t io n  d e c l in e d  s h a rp ly  in  1 9 8 5 . T h e  D e c e m b e r  to  D e c e m b e r  v a r i a t i o n  in  t h e  
c o n s u m e r  p r i c e  i n d e x  w a s  o n ly  6 % :  o n e - t h i r d  o f  t h e  le v e l  r e c o r d e d  in  t h e  p r e v io u s  p e r io d ,  a n d  th e  
lo w e s t  in  t h e  la s t  12 y e a r s .  T h e  d e c l in e  in  t h e  r a t e  o f  v a r i a t i o n  o f  w h o le s a le  p r ic e s  ( 2 4 %  to  1 3 % )  w a s  
n o t  a s  s h a r p  b u t  w a s  n o n e th e l e s s  a p p r e c ia b le  ( s e e  ta b le  2 3  a n d  f ig u re  4 ) .
F a c to r s  in  b r i n g in g  d o w n  in f la t io n  w e r e  t h e  p e r s i s t e n c e  o f  a  r e s t r i c t i v e  f isc a l p o lic y  a n d  a  
d e p r e s s e d  le v e l  o f  d o m e s t ic  d e m a n d ,  a s  w e l l  a s  t h e  r e la t iv e  s ta b il i ty  o f  t h e  e x c h a n g e  r a t e  p o lic y . O n  th e  
o t h e r  h a n d ,  w h i l e  s e le c t iv e  p r ic e  r e a d ju s tm e n t s  w e r e  c o n t in u e d  in  o r d e r  to  p r o m o te  d o m e s t ic  
a c t iv i ty ,14 t h e  p o l ic y  p u r s u e d  in  t h i s  a r e a  b e c a m e  m o r e  g r a d u a l .  C o n s e q u e n t ly ,  t h e  in f la t io n a r y  e ffe c t 
o f  t h e s e  r e a d ju s tm e n t s  w a s  s p r e a d  o v e r  t h e  y e a r ,  t h u s  a v o id in g  th e  s h a r p  in c r e a s e s  w h ic h  h a d  b e e n  
r e c o r d e d  in  1 9 8 4  ( s e e  f ig u re  4 ) .
T a b le  22
V E N E Z U E L A : I N D IC A T O R S  O F  E X T E R N A L  IN D E B T E D N E S S
1975 1980 1981 1982 1983 1984 1985°
M il l io n s  o f  d o l la r s
T o ta l  e x te rn a l  d e b t
B a la n ces 5 7 0 0 2 9  6 0 8 3 3  4 1 1 35 061 35 997 34 853 33 900
M e d iu m - an d  lo n g - te rm 2 2 5 7 13 631 15 7 6 5 17 665 20 043 19 803 19 590
S h o r t- te rm 3 4 5 0 15 9 7 7 17 6 4 6 17 396 15 954 15 050 14 310
S erv ice p a y m e n ts
I  m e r e s tc 161 3 2  657 3 694 3 425 3 089 3 515
E x te rn a l p u b lic  d eb t
B a la n ces 17 700 18 926 2 9  140 29  337 27  653 2 6  4 0 0
M e d iu m - an d  lo n g - te rm 411 9 672 9 531 12 279 13 731 13 503 13 290
S h o r t- te rm 8 020 9 385 16 861 15 606 14 150 13 110
S erv ice  p a y m e n ts 295 2 126 2 285 2 924 2 011 2 528 2 592
P r in c ip a l 240 1 171 942 1 607 846 958 831
I n te re s t 55 955 
P e rc e n ta g e s
1 343 1 317 1 165 1 570 1 761
R a tio s :
T o ta l e x te rn a l d e b t /
e x p o r ts  o f  g o o d s  an d  se rv ices 60 .9 148.3 159.6 199.7 227.5 208.8 224.7
S erv ice o n  to ta l  e x te rn a l  d e b t /
e x p o r ts  o f  g o o d s an d  se rv ic e s ' 3.2 13.9 17.2 30.2 27 .0 24.2 28 .8
N e t  in te re s t  p a y m e n t / /
e x p o r ts  o f  g o o d s a n d  se rv ices -7.3 -3.3 -4.4 6.4 12.2 5.5 11.9
Source: ECLAC, on the basis of data supplied by the Central Bank of Venezuela and international financial agencies.
"Preliminary figures. *ECLAC, estimates. Includes the public debt plus the non-guaranteed long- and short-term debt owed to financial 
institutions reporting to the Bank for International Settlements. ’ECLAC estimates based on the relevant balance-of-payments 
entries. ’ According to the Law on PublicCredit This includes the direct debt ( i.e. the debt deriving from loan contracts entered into by the 
State and from bonds sold on behalf of the State) and the indirect debt deriving from loans contracted (with or without State guarantee) by 
autonomous public institutions and State enterprises and those deriving from the sale of securities issued by these bodies. ’The debt­
servicing costs used in calculating this coefficient consist of public-debt amortization payments (as prescribed in the Law on PublicCredit) and 
interest payments on the total debt. ’The minus sign indicates that the net balance between interest received and interest paid is positive.
14 This policy, which was started the year before, included some liberalization of the price control system through readjustments in 
producer prices in the sectors which are regarded as having priority, especially the agricultural sector. This was supplemented by the gradual 
removal of the exchange rate subsidy which had been granted in respect of a number of "essential" imports since 1983. Thus, by the end of the 
year the effective exchange rate for the imports which required government authorization (prior license system) had been unified at 7.50 
bolívares to the dollar.
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Table 23
VENEZUELA: DOMESTIC PRICE TRENDS
1979 1980 1981 1982 1983 1984 1985°
C o n s u m e r  p r ic e  in d e x
ib e r - to -D e c e m b e r  iv a r ia tio n  
20 .5  19.6 11.0 7 .3 7.0 18.3 5.7
F o o d 34 .4 2 2 .2 12.9 6 .9 10.6 31.1 9.4
W h o le sa le  p r ic e  in d e x 15.5 10.8 1X 4 6.2 10.8 23.8 12.9
B y  or ig in :
Im p o r te d  p rod u cts 11.2 9.4 14.2 5.6 10.8 2 1 .9 10.2
D o m e s t ic  prod u cts 18.4 11.6 19.4 6 .6 10.9 2 4 .9 14.6
B y  sector:
A g r icu ltu ra l p rod u cts 3 0 .3 17.2 13.9 4.1 2 0 .6 2 0 .2 2 4 .7
M an u factu res 11.4 16.2 10.1 6.2 8.9 2 4 .0 9 .8
B u ild in g  m a ter ia ls 11.0 17.5 6.1 12.6 10.5 35 .7 8 .1 f
C o n s u m e r  p r ic e  in d ex
o n  b e tw e e n  a n n u a l 
12.3 21 .6
a v e ra g e s
16.0 9 .7 6.3 12.2 12.0
F o o d 16.6 33.1 18.5 9.7 7 .8 17.2 2 0 .8
W h o le sa le  p r ic e  in d e x 9.2 20.1 13.8 8.1 7.0 17.5 18.2
B y  o r ig in :
Im p o r te d  prod u cts 7.6 15.6 11.9 7.3 6 .0 17.8 15.3
D o m e s t ic  p rod u cts 10.4 2 2 .9 15.0 8.6 7.5 17.3 19.9
B y  sector:
A g r icu ltu ra l p rod u cts 12.6 2 7 .4 19.8 5.3 14.2 16.3 2 1 .6
M an u factu res 8.1 17.4 11.9 8.4 5.4 17.7 16.8
B u ild in g  m a ter ia ls 10.3 11.9 10.9 12.8 4.1 2 9 .4 1 9 . /
Source: Central Bank of Venezuela.
"Preliminary figures. Consumer price index for the Caracas metropolitan area. ’ Corresponds to the variation between November
1984 and November 1985. Corresponds to the variation between the averages for the periods January-November 1984 and January-
November 1985.
A s  w a s  to  b e  e x p e c t e d  in  t h e s e  c ir c u m s t a n c e s ,  th e  p r ic e s  o f  d o m e s t ic  p r o d u c t s  r o s e  m o r e  th a n  
t h o s e  o f  im p o r t e d  g o o d s  ( s e e  ta b le  2 3  a n d  f ig u r e  4 ) .  T h e  h ig h e s t  in c r e a s e s  w e r e  o b s e r v e d  in  
a g r ic u ltu r a l  g o o d s ,  th e  p r o d u c e r  p r ic e s  o f  w h ic h  c o n t in u e d  to  r e g i s t e r  s u b s ta n t ia l  r e a d ju s tm e n t s .  T h e  
r e m o v a l  o f  th e  f o r e ig n  e x c h a n g e  s u b s id y  p r e v io u s ly  g iv e n  in  r e s p e c t  o f  im p o r t s  o f  12  s ta p le  fo o d s tu f fs  
fo r m in g  p a r t  o f  th e  b a s ic  " s h o p p in g  b a sk e t"  .a lso  c o n tr ib u te d  to  t h is  r e s u lt .  T h u s ,  a g r ic u ltu r a l  
w h o le s a l e  p r ic e s  r o s e  b y  2 5 %  b e t w e e n  D e c e m b e r  1 9 8 4  a n d  D e c e m b e r  1 9 8 5 : th e  h ig h e s t  f ig u r e  
r e c o r d e d  in  th e  la s t  s ix  y e a r s  ( s e e  ta b le  2 3 ) .  M e d ic a l  s e r v ic e s ,  h o u s in g  a n d  p u b lic  u t i l i t i e s  a ls o  s h o w e d  
h ig h e r  th a n  a v e r a g e  in c r e a s e s ,  a l t h o u g h  t h e s e  w e r e  l e s s  th a n  in  1 9 8 4 .
b ) I n c o m e  a n d  wages
T h e  w a g e s  p o l ic y  w a s  le s s  r e s t r ic t iv e ,  th u s  c o n t in u in g  th e  tr e n d  w h ic h  b e g a n  to  ta k e  s h a p e  a t  
th e  e n d  o f  th e  p r e v io u s  y e a r ,  w h e n  th e  m in im u m  a g r ic u ltu r a l w a g e  m o v e d  u p  fr o m  7 5 0  to  1 2 0 0  
b o l ív a r e s  p e r  m o n t h .  T h is  in c r e a s e  — t h e  f ir s t  s in c e  1 9 8 0 —  w a s  f o l lo w e d  in  M a r c h  1 9 8 5  b y  a s im ila r  
r is e  in  th e  u r b a n  m in im u m  w a g e ,  w h ic h  w e n t  u p  fr o m  9 0 0  to  1 5 0 0  b o l ív a r e s  p e r  m o n t h .  A s  a r e s u lt ,  
m in im u m  w a g e s  in c r e a s e d  s u b s t a n t ia l ly  in  rea l t e r m s ,  a l t h o u g h  w i t h o u t  r e c o v e r in g  th e  l e v e l s  r e a c h e d  
in  1 9 8 0  ( s e e  ta b le  2 4 ) .
A v e r a g e  in c o m e s ,  h o w e v e r ,  c o n t in u e d  to  d e c l in e  in  rea l t e r m s .  In  c o n tr a s t  w i t h  1 9 8 4 , th e  
d e c l in e  w a s  l e s s  p r o n o u n c e d  in  th e  c i t i e s ,  p a r t ly  b e c a u s e  o f  th e  fa s te r  g r o w t h  o f  u r b a n  e m p lo y m e n t .
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F ig u r e  4
V E N E Z U E L A : D O M E S T IC  P R I C E  T R E N D S
(Percentages)
M o n th ly  v a r ia t io n
-1 I I I I • I I I I I I I I I I I I I i I l I I I I I I I I L
3 0
1 9 8 3  1 9 8 4  19 8 5
T w e lv e - m o n th  v a r ia t io n  in  w h o le s a le  p r ic e s  
D o m e s t ic  p r o d u c t s  —
2 0
10 I m p o r t e d  p r o d u c t s
-i i i i • • • i i i i i i • i i i i i__i_j  i i i i i i i i i i i i i i
4 0
1 9 8 3  1 9 8 4  198 5





F o o d ,  b e v e ra g e s  a n d  to b a c c o
-i i i—i__• i i i i i i i i i i i i i i i i i i i i i i i i i i i i__I—I
198 3  1 9 8 4  19 8 5
Source: ECLA C, on the  basis o f  official figures.
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Table 24
VENEZUELA: TRENDS IN INCOME
G ro w th  ra te s
1981 1982 1983 1984 1985° ----------------------------------------------------------
1981 1982 1983 1984 1985"
M in im u m  w a g e  
U rb a n  areas 900
R u ra l areas 750
A v e ra g e  incom e per 
em p lo y ed  p e rso n c 
U rb a n  areas 2  451
R u ra l areas 1 441
A v e ra g e  w ages
C o n s tru c tio n  2  128
P u b lic  a d m in is tra tio n  3 753
M in im u m  w age
U rb a n  areas 753
R u ra l areas 628
A v e ra g e  in co m e per 
em p lo y ed  p e r so n r 
U rb a n  areas 2  186
R u ra l a reas  1 285
A v e ra g e  w ages
C o n s tru c tio n  1 846
P u b lic  a d m in is tra tio n  3 255
In  b o lív a re s  a t c u r re n t  p r ic e s
900 900 900 1 375
750 750 825 1 200
2  559 2  712 2  639 2  868
1 430 1 473 1 508 1 521
2  033 2  212 1 780
4  110 4  120 4  237 4  534
In  b o lív a re s  ai:
o0008 p r ic e s '
684 639 556 723
570 533 510 631
2  087 2  077 1 851 1 743
1 166 1 128 1 0 5 8 925
1 628 1 661 1 187
3 291 3 093 2  827 2  725
- - - 10.0
52.8
45.5
10.7 4.4 6.0 -2.7 8.7
21.2 -0.8 3.0 2.4 0.9
4.7 -4.5 8.8 -19.5
4.2 9.5 0.2 2.8 7.0
-16.3 -9.2 •6.6 -13.0 30.0
-16.3 -9.2 -6.6 -4.3 23.7
-5.7 -4.5 -0.5 -10.9 -5.8
3.2 -9.3 -3.3 -6.2 -12.6
-9.2 -11.8 2.0 -28.5
-9.6 -1.1 -6.0 -8.6 -4.0
Source: liCLAC, on the basis of information provided by the Central Bank of Venezuela, the Ministry of Labour and the Central Statistics and 
Information Office (Offil).
"Preliminary figures. Annual averages. '  First half of each year. Deflated, in the case of the minimum wage, by the consumer
price index for the Caracas Metropolitan area corresponding to the quartile of households with the lowest income, and in the case of other 
incomes, by the revised genera] consumer price index for the Caracas metropolitan area.
F o r  t h e  c o u n t r y  a s  a  w h o le ,  h o w e v e r ,  t h e  a v e r a g e  r e a l  p e r  c a p i t a  in c o m e  w a s  m o r e  t h a n  2 5 %  lo w e r  
t h a n  in  1 9 8 0  ( s e e  ta b le  2 4 ) .
A l th o u g h  n o  p r e c i s e  d a ta  a re  a v a i la b le  o n  th e  e v o lu t io n  o f  w a g e s  in  t h e  v a r io u s  s e c to r s  o f  
a c t iv i ty , t h e r e  a re  g r o u n d s  f o r  a s s u m in g  t h a t  t h e r e  w a s  a  d e t e r io r a t i o n  in  r e a l  t e r m s  in  a ll o f  th e m . 
T h u s ,  t h e  s a la r ie s  o f  p u b l ic  e m p lo y e e s  — th e  o n ly  s e c to r  f o r  w h ic h  in f o r m a t io n  is  a v a i la b le  fo r  1 9 8 5 —  
d e c r e a s e d  in  r e a l  t e r m s  ( -4 % )  fo r  t h e  fifth  c o n s e c u t iv e  y e a r ,  a l th o u g h  m u c h  le s s  s h a rp ly  t h a n  t h e  y e a r  
b e fo re . I t  is  a ls o  lik e ly  t h a t  r e a l  w a g e s  in  t h e  g o o d s - p r o d u c in g  s e c to r s  — e s p e c ia l ly  in  c o n s t r u c t io n —  
h a v e  d e t e r io r a t e d ,  b e c a u s e  th e y  w e r e  h a r d  h i t  b y  u n d e r e m p lo y m e n t  a n d  th e  r e c e s s io n .
5. F i s c a l  a n d  m o n e t a r y  p o l i c y
a )  Fiscal policy
A f te r  a  y e a r  o f  r i g o r o u s  a u s te r i ty ,  in  1985  t h e  f isc a l p o lic y  w a s  r e la x e d  s l ig h t ly ,  w i th  t h e  
in c lu s io n  o f  a  p a r t  o f  t h e  a d d i t io n a l  i n v e s tm e n t  p r o g r a m m e  — 3 .4  b i l l io n  b o l ív a r e s  o u t  o f  a  to t a l  o f  6 .5  
b i l l io n  b o l ív a r e s —  in t e n d e d  to  s t im u la t e  d o m e s t ic  d e m a n d  a n d  e m p lo y m e n t .  T h e  c e n t r a l  g o v e r n ­
m e n t 's  c a p i t a l  e x p e n d i t u r e  t h u s  in c r e a s e d  s u b s ta n t ia l ly  (2 5  % ) ,  a l th o u g h  in  n o m in a l  t e r m s  i t  w a s  k e p t  
a t  a  le v e l  w h ic h  w a s  s t i l l  b e lo w  t h a t  o f  1982  ( s e e  t a b le  2 5 ) .
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Table 25
VENEZUELA: CENTRAL GOVERNMENT INCOME AND EXPENDITURE
BiUlions of bolívares G row th rates
1982 1983 1984 1985° 1982 1983 1984 1985”
1. C u rren t incom e 78.3 71.8 99.2 107.9 -15.6 -8.2 38.2 8.8
Oil revenue 49.2 40.5 60.6 62.1 -30.6 -17.6 49.4 2.5
Income tax 42.6 34.1 51.5 53.3 -32.7 -20.0 51.0 3.5
Royalties 6.6 6.5 9.1 8.8 -12.9 -2.4 40.6 -3.4
O ther tax revenue 190 26.0 32.2 34.4 11.5 36.7 24.2 6.6
Direct 9.5 8.7 10.3 12.8 -4.7 -8.3 18.3 23.8
Indirect 9.5 17.2 21.9 21.6 34.4 81.8 27.1 -1.5
Customs 5.2 2.5 2.8 4.0 30.5 -52.0 11.4 43.1
Exchange profits - 10.1 14.3 11.1 42.0 -22.5
O ther 4.2 4.6 4.8 6.5 39.7 9.3 .3.4 34.9
O th er non-tax income 10.0 5.3 6.4 11.5 111.5 -47.1 21.1 78.7
2. C urren t expenditure 54.4 54.0 63.8 75.2 -0.3 -0.7 27.3 9.3
Rem unerations 19.2 19.2 20.4 20.2 -2.1 0.9 5.3 -0.9
Financial subsidies 1.8 1.2 1.6 1.1 -509 -31.1 28.2 -29.4
Interest payments 6.1 6.8 10.8 12.0 6.7 11.4 58.2 10.6
O n external debt 5.0 4.0 7.5 7.9 -21.5 89.7 5.3
O n domestic debt 1.1 2.9 .3.3 4.1 162.6 15.3 22.5
C urrent transfers 22.2 23.0 31.2 36.0 .3.3 3.5 35.7 15.5
O ther current expenditure 5.1 3.6 4.8 5.9 250 -29.1 32.8 22.6
3. C u rren t savings (1-2) 23.8 17.8 30.4 32.7 -37.4 -25.3 71.2 7.5
4. C apital expenditure 27.4 20.4 19.5 24.4 -16.2 -25.7 -4.6 25.4
Real investm ent 6.2 4.6 4.0 .3.6 42.0 -25.1 -12.8 -9.8
O ther capital expenditure 21.3 15.8 15.4 20.8 -25.2 -25.8 -2.2 .34.7
5. Total expenditu re  (2 + 4) 81.9 74.4 88.3 99.6 -6.3 -9.1 18.6 12.9
6. Fiscal deficit (or surplus) (1-5) -3.6 -2.6 11.0 8.3
Percentage breakdow n
7. F inancing  of deficit
(or use of surplus) 3.6 2.6 -11.0 -8.3 100.0 100.0 100.0 100.0
Domestic 5.8 5.7 -5.2 -3.3 161.7 218.9 47.8 40.0
Central Bank - 7.0 - 6.0 - 268.3 - -72.1
Sale o f securities 0.4 1.3 3.6 4.1 11.6 48.7 -32.4 -49.2
A m ortization -1.4 -2.2 -5.7 -5.9 -39.3 -83.8 57.9 71.3
Variation in reserves 
(- sign means an  increase) 6.8 -0.4 -.3.1 -7.5 1894 -14.3 28.2 90.0
External financing -2.2 -.3.1 -5.7 -5.0 -61.7 -118.9 52.2 60.0
D isbursem ents 3.4 0.4 - - 94.5 15.5 -
A m ortization -5.6 -.3.5 -5.7 -5.0 156.2 -134.4 52.2 60.0
Coiefficients (percentages)
1970 1975 1980 1981 1982 1983 1984 1985”
Oil revenue/current income 
Customs revenue/indirect
60.1 77.4 72.3 76.5 62.9 56.4 61.0 57.5




2.3 1.6 10.4 10.6 11.3 12.7 15.7 15.9
expenditure 79.0 104.2 97.7 116.2 86.8 87.2 156.5 134.1
Fiscal deficit (or surplus)/ 
total expenditure 6.1 2.2’ 0.8 6.1’ 4.4 3.5 12.4’ 8.3’
Oil revenues/G D P 11.0 26.8 17.8 24.9 16.9 14.0 17.4 16.5
Total expenditure/G D P 194 33.9 24.9 30.6 28.1 25.6 25.4 26.5
Fiscal deficit (or surplus)/G D P 1.2 0.7’’ 0.2 1.9’ 1.2 0.9 3.2’’ 2.2’
Source: 1ICLAC, on the basis of data supplied by the Central Bank of Venezuela, the Ministry of Finance and the Central Budget Office
(OCEPRE).
"Preliminary figures. "Includes technology tax. ’Fiscal surplus.
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Table 26
Bill ions o f  bolívares G ro w th  ra tes
1983 1984 1985* 1983 1984 1985*
T o ta l in c o m e 106.2 148.2 145.1 -13 .9 39.6 -2.1
C u rre n t 98.3 141.5 143.9 -14.7 43 .9 1.7
C ap ita l (ex cep t cred it) 7.9 6.7 1.1 -2.4 -14.8 -83.2
T o ta l e x p e n d i tu r e 114.2 126.5 126.8 -5 .7 10.7 0.3
C u rre n t 67.4 81.7 84.0 -1.5 21.3 2.8
a) C o n su m p tio n
b) T ra n s fe rs  to  p riv a te
42 .5 44.4 35.3 -1.4 4.3 -20.5
secto r 13.1 19.0 32.4 -9.1 45 .6 70.5
c) In te re s t 11.8 18.4 16.4 2.8 55.1 -11.0
C apita l 46 .8 44.7 42 .8 -14.5 -4.4 -4.4
a) R eal in v e s tm e n t 41.4 37.6 31.5 -15.6 -9.2 -16.3
b) F in an c ia l in v e s tm e n t 5.3 7.0 2.6 13.3 32.0 -63.2
c) T ran s fe rs - 0.1 8.7 -52.8
D e f ic i t  (o r su rp lus) -8 .0 21 .7 18.3
A s  a  p e rc e n ta g e  o f  G D P 2.8 6.3 4.8
F in a n c in g  o f  d e f ic it  
(u se  o f  su rp lu s) 8.0 -21 .7 -18 .3
D o m estic 8.1 -1 9 2 -10.0
E x te rn a l -0.1 -2.6 -8.2
Source: ECLAC, on the basis of figures supplied by the Central Bank of Venezuela and the Central Budget Office (OCEPRE).
"Includes the central government, the Venezuelan Investment Fund, the Foreign Exchange Clearing Fund, Petróleos de Venezuela and the other 
non-financial public enterprises. Preliminary figures.
Notwithstanding this increase, for the second consecutive year the fiscal accounts showed a 
substantial surplus of 8.3 billion bolívares, equivalent to more than 2% of the gross domestic product. 
This was due to the adoption of tax reforms15 which permitted an increase of almost 9% in current 
income, despite the stagnation of petroleum income, which is by far the main source of tax receipts. 
Direct non-petroleum tax receipts grew by almost 25% despite the relative stagnation of domestic 
activity. For their part, the increases in the customs revenue (43%) and earnings from other indirect 
taxes (55%) virtually cancelled out the23% decline in profits from foreign exchange operations as a 
result of the exchange rate unification.
Current expenditure expanded very moderately (9%), so that the current saving of the 
government reached the highest level since 1981 and more than covered the above-mentioned 
increase in capital expenditure (see table 25). The decline in international interest rates also played a 
substantial part in this result. The lower interest rates halted the striking growth observed in 1984 
not only in the central government's interest payments but also in the current transfers made by it in 
order to allow the public enterprises and decentralized bodies to service their external debt properly. 
Another contributory factor was the maintenance of a rather restrictive social policy, as evidenced in 
the further decline in payments of wages and allowances (see table 25).
As in 1984, this large surplus was used primarily to finance the net amortization of both the 
external and internal public debt. With respect to the internal public debt, however, the issue of 
refinancing bonds continued and this made it possible to ensure a repayment mechanism for the
15 With a view to streamlining the tax collection system and cutting down tax evasion and arrears of payment, the "national control plan" 
was introduced and very soon gave favourable results. At the same time, the rates of certain indirect (excise) taxes (for example on alcohol and 
cigarettes) were raised.
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o b l ig a t io n s  p r e v io u s ly  a s s u m e d  b y  th e  d e c e n t r a l i z e d  p u b l ic  s e c to r . S im ila r ly , in  o r d e r  to  f in a n c e  th e  
a d d i t io n a l  i n v e s tm e n t  p r o g r a m m e ,  T re a s u r y  b i l ls  w e r e  i s s u e d  in  t h e  a m o u n t  o f  5 b i l l io n  b o l ív a r e s .  In  
th i s  w a y , t h e  T r e a s u r y 's  r e s e r v e s  w e r e  in c r e a s e d  fo r  t h e  t h i r d  y e a r  r u n n i n g ,  t h i s  t im e  b y  t h e  u n u s u a l ly  
l a r g e  a m o u n t  o f  U S $ 7 .5  b i l l io n ,  w h ic h  is  e q u iv a le n t  to  m o r e  t h a n  4%  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t .
I n  a d d i t io n ,  d u r in g  1985  e f fo r ts  c o n t in u e d  to  b e  m a d e  to  r e n d e r  t h e  m a n a g e m e n t  o f  p u b l ic  
e n t e r p r i s e s  m o r e  e f f ic ie n t  a n d  r a t io n a l .  A s  a  r e s u l t ,  t h e  c o n s u m p t io n  e x p e n d i tu r e  o f  t h e  n o n - f in a n c ia l  
p u b l ic  s e c to r  fe ll  b y  m o r e  t h a n  o n e - f i f th ,  w h i le  r e a l  i n v e s tm e n t  d e c r e a s e d  b y  1 6 %  (s e e  ta b le  2 6 ) .  
T h e s e  d e c r e a s e s ,  h o w e v e r ,  w e r e  o f fs e t  b y  t h e  in c r e a s e  in  b o th  c u r r e n t  a n d  c a p i ta l  t r a n s f e r s  to  t h e  
p r i v a t e  s e c to r .  T o ta l  p u b l ic  s e c to r  in c o m e , f o r  i t s  p a r t ,  s h r a n k  s l ig h t ly . N e v e r t h e l e s s ,  h o w e v e r ,  fo r  t h e  
s e c o n d  c o n s e c u t iv e  y e a r  t h e  p u b l ic  a d m i n i s t r a t i o n  s h o w e d  a  s iz e a b le  s u r p lu s  o f  t h e  o r d e r  o f  18 b i l l io n  
b o l ív a r e s ,  e q u iv a le n t  to  a lm o s t  5 %  o f  t h e  g r o s s  d o m e s t ic  p r o d u c t  ( s e e  ta b le  2 6 ) .
b )  M onetary policy
C o n t in u in g  t h e  t r e n d  w h ic h  h a d  b e g u n  to  t a k e  s h a p e  a t  t h e  e n d  o f  1 9 8 4 , t h e  m o n e ta r y  p o lic y  w a s  
m o d e r a te ly  e x p a n s iv e  a n d  a im e d  o n  th e  o n e  h a n d  to  p r o m o te  a  r e v iv a l  o f  d o m e s t ic  a c tiv i ty  a n d  o n  th e  
o t h e r ,  to  e a s e  t h e  s h o r t a g e  o f  l iq u id ity  o f  s e v e ra l  f in a n c ia l  in s t i t u t i o n s .  C o n s e q u e n t ly ,  d u r in g  th e  f irs t  
q u a r t e r  t h e  C e n t r a l  B a n k  c o n t in u e d  to  in c r e a s e  b o th  i t s  d is c o u n t  o p e r a t i o n s  a n d  a d v a n c e  p a y m e n t s  to  
t h e  b a n k in g  s e c to r ,  a s  w e l l  a s  i t s  p u r c h a s e s  o f  p u b l ic  a n d  p r i v a t e  b o n d s . In  th i s  w a y , t h e  C e n t r a l  B a n k  
p r o m o te d  t h e  e x p a n s i o n  o f  t h e  m o n e ta r y  b a s e  w i th  t h e  a im  o f  m a k in g  g o o d  t h e  4 %  d e c l in e  r e c o r d e d  
in  1 9 8 4  ( s e e  ta b le  2 7 ) .  D u r i n g  t h a t  q u a r t e r ,  h o w e v e r ,  c r e d i t  a c t iv i ty  s t a g n a t e d  a n d  th i s  le d  to  a  s h a r p  
i n c r e a s e  ( 1 5 % )  in  b a n k in g  r e s e r v e s  a n d  c o n s e q u e n t ly  to  p o o r  g r o w th  ( 7 % )  o f  to ta l  l iq u id ity .
I n  o r d e r  to  a c h ie v e  a  m o r e  v ig o r o u s  in c r e a s e  in  l iq u id i ty ,  t h e  C e n tr a l  B a n k  b e g a n  to  g iv e  p r io r i t y  
to  i n t e r e s t  r a t e  m a n a g e m e n t  a n d  a t  t h e  s a m e  t im e  r e d u c e d  i t s  i n t e r v e n t io n  in  t h e  s e c u r i t ie s  m a r k e t .  
T h u s ,  a t  t h e  e n d  o f  M a r c h  i t  w a s  d e c id e d  to  lo w e r  t h e  b a s ic  r e d i s c o u n t  r a t e  a n d  a lso  to  e s ta b l i s h  
d i f f e r e n t i a l  m a x im u m  l i m i t s  f o r  b a n k  d e p o s i t  r a te s .  T h e s e  r a te s  w e r e  a g a in  r e d u c e d  a t  t h e  e n d  o f  M a y  
a n d  in  t h e  m id d le  o f  O c to b e r ,  a n d  in  n o m in a l  t e r m s  th e y  th u s  r e a c h e d  t h e i r  lo w e s t  le v e l  in  t h e  la s t  
s e v e n  y e a r s .  H o w e v e r ,  b e c a u s e  o f  t h e  d e c l in e  in  i n f la t io n  w h ic h  to o k  p la c e  a t  t h e  s a m e  t im e ,  r e a l  
i n t e r e s t  r a t e s  r e m a in e d  p o s i t i v e  t h r o u g h o u t  t h e  y e a r ,  c o n t r a ry  to  w h a t  o c c u r r e d  in  1 9 8 4  ( s e e  t a b le  2 8 ) .
O n e  o f  t h e  a im s  o f  t h e  p o lic y  o f  h a v in g  d i f f e r e n t ia l  i n t e r e s t  r a te s  w a s  to  in c r e a s e  t h e  in ta k e  o f  a  
n u m b e r  o f  s u b s y s te m s  w h ic h  w e r e  p a s s in g  t h r o u g h  a  v e ry  d if f ic u lt  s i tu a t io n ,  p a r t i c u la r ly  t h a t  o f  t h e  
m o r tg a g e  i n s t i t u t i o n s ,  w h ic h  w e r e  b e n e f i t t e d  w i t h  h i g h e r  l e n d in g  r a te s  ( s e e  t a b le  2 8 ) .  T h is ,  h o w e v e r ,
T a b le  27
V E N E Z U E L A : M O N E T A R Y  I N D IC A T O R S
M onetary  base
M oney (M ,)
Q uasi-m o n ey
M oney plus quasi-m o n ey  (M 2) 
D o m estic  cred it 
To th e  g o v e rn m e n t 
To p r iv a te  secto r 
In te r-b a n k  ad ju s tm en t
M o n e ta ry  m u lt ip lie rs
M  ¡/M onetary  base 
M 2/M o n e ta ry  base
V e lo c ity  o f  c ir c u la t io n :
G D P /M ,
Y ear- end balances 
(b illions o f  bo lívares)
1982 1983 1984 1985"
28.4 39.6 38.1 46.5
49.0 64.3 69.1 77.8
80.1 99.0 108.5 115.3
129.1 163.3 177.6 193.0
113.7 136.7 129.0 133.6*
-20.5 -24.1 -51.1 -49.5*
132.7 157.8 177.9 186.1*
1.5 3.0 2.2 -3.0"
C o e ff ic ie n ts
1.79 1.64 1.77 1.65
4.64 4.36 4.82 4.35
6.05 5.36 5.68 5.45
G ro w th  rates
1982 1983 1984 1985"
-10.3 39.5 -3.7 22.1
-8.4 31.2 7.5 12.5
12.5 23.5 9.6 6.3
3.6 26.4 8.8 8.7
4.5 20.3 -5.6 12.9C
7.1 -17.6 -111.8 5.2C
4.6 19.0 12.7 10.7C
Source: ECLAC, on the basis of information provided by the Central Bank of Venezuela.












D e p o s i ts ' 14.4 15.1 13.7 12.6 10.5 12.8 10.4 9.9 9.2
L o ans 18.8 16.3 16.3 15.1 13.9 14.6 14.1 13.7 13.1
Mortgage rates
D e p o s i ts ' 13.8 15.0 14.1 13.2 13.3 13.2 11.4 10.9 10.1
L o an s/ 14.3 17.2 16.7 14.3 13.9 14.6 14.3 13.7 13.2
Yield of other major 
financial securities
P ro m isso ry  no tes 14.0 15.6 14.6 12.7 11.4 13.5 12.0 11.4 10.6
T reasu ry  bonds 7.1 9.7 13.0 11.5 12.0 12.0 12.0 12.0 12.0
P riv a te  securities* 16.9 17.7 18.0 18.0 17.3 18.0 17.0 17.0 17.0
D e p o s its  in  fo re ign
currency 16.9 13.7 10.9
Real"
12.2 9.4 10.4 9.3 8.9 9.0
Short-term bank rates:
D e p o s i ts ' 3.1 7.3 6.3 -4.8 4.5 10.6 3.6 2.7 1.7
L o ans 7.0 8.4 8.7 -2.7 7.8 12.4 7.0 6.3 5.3
Mortgage rates:
D e p o s i ts ' 2.5 7.2 6.6 -4.3 7.2 11.0 4.5 3.6 2.5
L o ans 3.0 9.2 9.1 -3.4 7.8 12.4 7.2 6.3 5.4
Yield of other major 
financial securities
P ro m isso ry  ra tes 2.7 7.7 7.1 -4.7 5.4 11.3 5.1 4.1 3.0
T reasu ry  bonds -3.5 2.2 5.6 -5.7 6.0 9.8 5.1 4.7 4.3
P riv a te  securities 5.3 9.7 10.3 -0.3 11.0 15.7 9.8 9.3 8.9
D e p o s its  in  fo re ign
currency 5.3 6.0 3.6 -5.2 3.5 8.2 2.5 1.8 1.5
Source: l:CI.AC, on the basis of information provided by the Central Bank of Venezuela.
"Preliminary figures. Annual rates, quarterly averages. Preliminary figures. 'On term deposits in commercial banks. On
loans and distounrs of commercial banks. ' On saving certificates in denomination of 5 000 bolívares or more and terms of 30 to 180 days 
in a mortgage bank. 'Loans fot housing putchases. "Average yield of the 15-year bonds ofElectricidad de Caracas. Deflated by
the variation in the consumer price index of the Caracas metropolitan area.
w a s  n o t  su f f ic ie n t  to  re l ie v e  th e  d if f ic u lt  s i tu a t io n  o f  so m e  f in a n c ia l  i n s t i t u t i o n s ,16 to  w h ic h  th e  
C e n tr a l  B a n k  h a d  to  c o n t in u e  p r o v id in g  s u p p o r t  t h r o u g h  r e d is c o u n t  o p e r a t i o n s ,  a d v a n c e  p a y m e n ts ,  
b o n d  p u r c h a s e s  a n d  e v e n  sp e c ia l a s s is ta n c e  p r o g r a m m e s .17 T h u s ,  th e  m o n e ta r y  b a se  c o n t in u e d  its  
s te a d y  g r o w th  a n d  b y  th e  e n d  o f  th e  y e a r  h ad  r e a c h e d  a  lev e l 2 2 %  h ig h e r  th a n  th a t  re c o rd e d  in  
D e c e m b e r  1984 (se e  ta b le  2 7 ) . M o n e ta ry  l iq u id i ty , fo r its  p a r t ,  in c r e a s e d  a t  a  m u c h  s lo w e r  r a te  ( 9 % ,  
s im i la r  to  th e  p r e v io u s  y e a r ) .  T h is  r e s u l t  w a s  a t t r ib u t a b l e  f u n d a m e n ta l ly  to  th e  s h a r p  in c r e a s e  ( 1 3 % )  
in  m o n e y  in  c i r c u la t io n  ( M ,) ,  w h ic h  g r e w  a t  tw ic e  th e  ra te  re c o rd e d  in  1984. T h is  g r e a te r  p r e f e r e n c e  
fo r l iq u id ity  s te m m e d  f ro m  th e  a b o v e - m e n t io n e d  c u t-b a c k  in  th e  i n t e r e s t  r a te s  an d  th e  u n fa v o u ra b le  
e x p e c ta t io n s  c a u se d  b y  th e  g lo o m y  o u t lo o k  fo r p e t r o le u m . T h is  in  tu r n  h e lp e d  to  b r in g  a b o u t  a  f u r th e r
16 The government had to suspend the operations of the Banco del Comercio and the Banco Hipotecario Centro-Occidental during the 
year, bringing to seven the number of financial institutions in which official intervention had been necessary since the outbreak of the crisis.
17 In March, the Deposit Guarantee and Bank Protection Fund (FOGADE) was established with a loan from the Central Bank of 8.7 
billion bolívares. The main purpose of the Fund is to guar antee the deposits of the public in the banking system and provide financial support for 
institutions experiencing a temporary shortage of liquidity. According to its Statutes, the Fund will in future be financed by contriburions from 
the banking system itself, which will be used to reimburse the initial loan. As from July, financial institutions began to pay into the Fund an 
amount equivalent to 0.06% of the deposits received by them.
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decline in the growth rate of quasi-money which increased by only 6% (see table 27). The result of 
this was that the monetary multipliers declined considerably to levels close to those recorded in 1983.
The decline in interest rates fostered a slight upturn in credit activity. Thus, domestic credit 
increased by 13%, more than making up for the 6% decrease of the previous year (see table 27). 
However, during the same period the surplus reserves of the commercial banks more than doubled. 
Furthermore, the greater volume of loans was concentrated on interbank operations and short-term 
credits, thus dashing any hopes of an upturn in productive activity.
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